
Memorandum 
Spencer Katzman 

2024-12-11 

This memorandum provides financial advice for our client Drizzy. Drizzy has obtained a 
number of valuable Hermes Birkin handbags for personal reasons and is considering 
acquiring more as an investment. Below, I detail the prospects of Hermes bags as an 
investment vehicle using regression analysis and computational text analysis. Regression 
results are based on available auction data (2007 - 2021) and textual analysis is performed 
on subreddit comments and Hermes annual reports (2016-20124). In the end, I strongly 
advise against Mr. Drizzy using Hermes handbags as an investment for the reasons 
detailed below. 

Data Desciption and Regression Analysis 
I began my analysis by running a regression of auction prices on the size of a bag, the 
material the bag was made from (alligator or crocodile), the finish of the bag, and the 
hardware used on the bag. I also included a time trend to investigate whether, holding the 
characteristics of the bag constant, prices of the bags are increasing over time. Table 1 
provides summary statistics for these variables. 

Table 1: Summary Statistics for Price and Material 

Statistic Price Material* 
Mean 60270.56 0.7927083 
Median 48071.42 1.0000000 
Std Dev 45244.88 0.4055776 

*Material = 1 indicates “Crocodile”, = 0 “Alligator” 

As Table 1 indicates, approximately 80% of the auctions in the Birkin sample were of 
crocodile handbags with the other 20% being alligator. Table 1 shows that the average 
handbag is quite expensive but the standard deviation highlights a great degree of 
variability in auction prices. Figure 1 examines this variability in more depth using a 
histogram of auction prices. 



 

The regression below attempts to explain the variability in prices using regressors such as 
size of the handbag, its hardware, and a time trend. Before proceeding to that regression, 
Figure 2 provides a visual of how auction prices have evolved over time. 

 



As a first look at Birkin bags as an investment, the line of best fit in Figure 2 appears 
relatively flat indicating that the prices of Hermes handbags are not growing over time. 
From an investment standpoint, Figure 2 also displays the increasing volatility of Birkin 
auction prices. in my regression analysis). Both of these traits go against obtaining Birkin 
handbags as an investment vehicle. Still, these ideas must be further investigated by 
controlling for other factors that affect value in my regression analysis. On the positive 
side, Figure 3 shows the expansion of the Birkin auction market since 2015, indicating 
increased auction demand which should in turn lead to increased auction prices. 

 

The results from the regression described above are shown in Table 2 below. 



Table 1: Table 2: Regression Results1 
term estimate std.error statistic p.value 
(Intercept) 109483.1019 12512.1643 8.7501330 9.770894e-18 
Size -1143.7755 225.5284 -5.0715356 4.756094e-07 
as.factor(Material)Crocodile -5626.3209 2667.3868 -2.1093007 3.518339e-02 
as.factor(Finish)S 1387.7634 2420.1707 0.5734155 5.665010e-01 
as.factor(`Color Category`)Blue 9990.5452 3358.0333 2.9751180 3.003921e-03 
as.factor(`Color Category`)Brown -1949.3029 3410.4570 -0.5715665 5.677528e-01 
as.factor(`Color Category`)Gray 8985.4196 4634.9288 1.9386316 5.284622e-02 
as.factor(`Color Category`)Green 13003.7052 3805.0100 3.4175220 6.591356e-04 
as.factor(`Color Category`)Hima 96304.1491 4283.4727 22.4827276 7.258458e-90 
as.factor(`Color Category`)Orange -6177.1708 4964.4328 -1.2442853 2.137057e-01 
as.factor(`Color Category`)Pink 14585.9319 4146.0176 3.5180584 4.555983e-04 
as.factor(`Color Category`)Purple 7241.5258 4282.4172 1.6909903 9.117122e-02 
as.factor(`Color Category`)Red 3675.5897 3625.9131 1.0137004 3.109874e-01 
as.factor(`Color Category`)So Black -7178.4889 19365.1083 -0.3706919 7.109508e-01 
as.factor(`Color Category`)White 2901.6259 5849.4670 0.4960496 6.199757e-01 
as.factor(`Color Category`)Yellow 8802.2309 6140.0692 1.4335719 1.520280e-01 
as.factor(Hardware)BP -25367.2736 12044.1665 -2.1061876 3.545352e-02 
as.factor(Hardware)D 89575.9087 10210.8938 8.7725825 8.127937e-18 
as.factor(Hardware)G -15108.1911 9442.1197 -1.6000847 1.099169e-01 
as.factor(Hardware)P -21923.5328 9374.9985 -2.3385105 1.957026e-02 
as.factor(Hardware)PVD 43732.6622 20817.2497 2.1007896 3.592612e-02 
as.factor(Hardware)R -25603.3159 13364.0707 -1.9158321 5.569053e-02 
time_trend -756.6979 327.6406 -2.3095361 2.113051e-02 
1R-Squared = 0.6752, adj. R-Squared = 0.6676, 937 DF, F-stat = 88.55, p-value < 2.2e-16 

At a cursory glance, the regression appears to be reliable with an R-squared above 67% 
and a p-value for the overall model fit near zero. Still Figure 4 (below) shows some issues 
with the robustness tests. More specifically, the regression results show that crocodile 
bags, on average, sell for nearly $5,626 less than alligator bags, holding other factors 
constant. This difference in value is statistically significant at the 95% confidence level. 
The regression also show statistically significant premia attached to the colors blue, green, 
hima, yellow, and pink so for investment purposes, Mr. Drizzy may want to focus on those 
colors. Not surprisingly, bags with PVD and Diamond hardware also sell at statistically 
significant premia.  

From an investment standpoint, it is important to note that the time trend coefficient is 
negative and statistically significant. This aligns with the “flat” line of best fit from Figure 2 
and suggests that auction prices are declining over time, all other things being equal. Also, 
these values are imputed based on auction prices and thus they very well may indicate a 
winner’s curse where auction prices are inflated above the actual investment value of the 



bag because of a positive correlation in investor estimates of values. Thus, assuming the 
auction price represents the true value of a handbag may be dangerous. 

Examining Figure 4, the Cook’s distance test show that there are a few major outliers 
(observations 378, 451, 865). Observation 865 should look familiar as it is the Himalayan 
handbag purchased by Mr. Drizzy. These outliers and the apparent heteroscedasticity 
suggested in the residuals plot should be examined in more detail although I have 
confidence that my investment advice will be the same after a more rigorous statistical 
investigation. 

 

 

Computational Text Analysis of Reddit threads 
Next, I pulled information from the TheHermesGame subreddit and conducted 
computational text analysis. Being unfamiliar with Hermes handbags, this analysis was 
highly informative and led me to further investigations about Hermes handbags as an 
investment vehicle. I began by pulling all threads from the subreddit mentioning “Birkin” 
and conducted sentimentality analysis thereon. 

After cleaning the data, I was surprised to find that overall sentimentality, although 
positive, was only 0.097806. After further consideration, this makes sense because the 
sentimentality score includes posts by individuals who are not potential buyers of Hermes 
bags and may have negative opinions because they cannot afford the bags. In fact, these 
“hard feelings” may actually increase the value of bags to those who can afford them. In 



addition to the telling sentimentality score, the main words found throughout these posts 
pointed me in the directions for further investigation of Hermes handbag values. They 
include: 

The following word cloud is informative, particularly for someone inexperienced in the 
Hermes world. Fore example, the term “Picotin” appears often in the thread, but minimal 
research shows that Birkin bags do not come in the Picotin style and thus Picotin bags are 
not important to my analysis. Alternatively, words like “Store”, “Game”, and “Presale” led 
me to search these specific topics which was informative, particularly with an eye towards 
investment. 

 

What I found was a general opinion that the “Game” refers to the rude and arrogant service 
at Hermes stores as well as the PreSpend concept. Strangly, the rudeness and arrogance 
is alluring to some buyers. This indicates that part of the “value” of a bag is the experience 
and that part of the value may not be present in an auction/resale market, thus limiting 
investment opportunities. PreSpend refers to the fact that before someone is eligible to 
buy a Hermes bag, they must spend a certain amount on other Hermes items before they 
are “allowed” to buy a Hermes bag. I can see this having two effects on bag value, one 
positive, the other negative. First, people who are turned off by rudeness and the PreSpend 
requirement will be less likely to buy and thus these behviors/policies will reduce demand, 
thus reducing value. Alternatively, those who want to avoid PreSpend requirement and the 
rudeness may very well turn to auctions that do not have such requirements and thus the 
resale auction market may be robust. These factors will contribute to my overall 
invetsment recommendation below. 



Computational Text Analysis of Hermes Annual Reports 
Here, I examine Hermes annual reports from 2016 - 2024 using sentimentality analysis on 
each reports individually to examine trends in their prospects. The word cloud below is 
from the 2016 annual report but it is indicative of the reports for 2017-2024 and they are 
not presented. 

 

In general, the annual reports were rather bland and as might be expected tended to read 
on the favorable side. Still, I conducted sentimentality analysis on each year and did find a 
surprising ebb and flow to the positive ratings. Again indicating a certain volatility 
associated with the Hermes organization. They are presented over time in Figure 5. 



 

 

Summary 
In conclusion, not everything with a high price tag is a good investment. Hermes bags seem 
particularly aimed towards high end buyers who enjoy the purchasing process but are not a 
wise investment. Auction prices have become volatile and higher prices are likely more a 
result of the winner’s curse than any real investment gains. This combined with a negative 
time trend from the auction price regression leads me to advise Mr. Drizzy to pursue more 
traditional investments and liquidate his current holdings of Hermes bags. Given that he 
only owns six handbags right now, I believe that he could leverage his celebrity stature to 
fetch a premium at auction without saturating the market. 
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