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This newsletter reviews the international auction market in 2022, a year without lockdowns. It will also briefly
cover the first part of this year’s auction results.

NFTs and Online Only Sales

Some of you will have seen Brief Encounter in which Trevor Howard and Celia
Johnson decide to end their brief affair, return to their marriages, and never see
each other again.

In 2021 NFT's were launched onto the auction market and were the talk of the
town. What were their basic natures, value and pricing, legal and tax status etc.?
However, by 2022, no-one was talking about them and, now that physical viewing
and live sales are back only those wedded to crypto assets remain keen. Were
NFTs just a short-term survival mechanism for the auction houses?

Also on the slide are online only sales which were 30% down in 2022 and
continue to fall, despite the fanfare when they arrived.

Brief Encounter film poster (1945)
© imbd.com

Houses v Decorative Arts

Unlike NFTs, luxury assets flourished in 2022.
One international auction house had five of their
top ten sales made up of luxury assets (a house in
California, a car and diamond ring amongst
others).

While maintaining estate-agency businesses there
has been a further marginalisation of Decorative
Art (furniture, silver, ceramics etc.) and Fine Art
such as 19t Century Art. Many other specialist
departments have long gone. The loss of expertise
in all these areas is significant to owners as is the

. Hacienda Canalete Cartagena, Bolivar, 07020 Colombia
loss of market and fall in value. ‘Asking Price $225,000,000

© Sotheby’s International Realty

The Rise and Rise of Financial Services - Guarantees

One auction house declared a 50% increase in activity and 30% new clients in 2022. Auction guarantees, one
of the many financial services offered, are designed to protect you from failing to sell at auction. However,
very often, they result in the seller embracing significant costs and losses which aren’t always obvious.
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20t Century Evening Sale, 17 November 2022
Lot 60, Jean-Frederic Bazille (1841 — 1870)
Pot de flenrs, 1866

Oil on canvas, 100.3 by 80.9 cm

Estimate: USD 5,000,000 — 7,000,000

Lot sold: USD 3,660,000

© Christie’s

The Bazille, shown here, was part of a major New York sale in
November last year in which 51% of lots were guaranteed. Over 80% of
these lots sold at or below the low estimate once the buyer’s premium
(bp) is taken out. The Bazille sold for around $2,000,000 under the low
estimate. Only 17% of guaranteed lots stimulated bidding and exceeded
the estimate — bidding is the point of going to auction.

If the auction house guarantees the lot, it gets the bp (up to 26%) and a
significant part of the upside above the guarantee. If the guarantee is
called, the house must buy it. It’s worth bearing in mind that the house
is the seller’s agent and yet a guarantee turns it into a potential buyer. If
the risk is too much for the house, it can offload it to a Third Party (a
small group of dealers, speculators, and collectors) who are allowed to
bid on the lot on a preferred basis. As you can see, this is very
complicated.

So, who benefits from the guarantee? Although the seller is protected
from failure, we’ve seen how little bidding there is on guaranteed lots
and how low the guarantees are often set. This means buyers do very
well (look at the Bazille) and the houses make their fees. These costs are

passed to the seller.

Reporting on Auction

We looked at two sales at the same house in New York in
February to give context to the good news that appears in
the newspapers about auction sales. These two sales
showed a little over 50% of lots failed to sell or sold at or
below the low estimate once you take out the bp. Auction
results always include the bp, but the seller only receives
the hammer. Sale results would look worse if reported from
the seller’s perspective.

Let me be clear, ’'m not anti-auction, auction works really
well for the right work. Henri Rousseau’s auction record
was $4 million until last month when Les Flamants sold for
around $44 million including bp. This is a fantastic result
and shows how trophy works can perform and somewhat
undermines comments that macro-economic events are to
blame for weak aggregate results in May.

May in New York

from previous sales.

A Century of Art: The Gerald Fineberg

20t Century Evening Sale, 11 May 2023

Lot 34A, Henri ‘Le Douanier’ Rousseau (1844 — 1910)
Les Flamants, 1910

Oil on canvas, 113.8 by 162 cm

Estimate: USD 20,000,000 — 30,000,000

Lot sold: USD 43,535,000

© Christie’s

Curated and single owner sales are meant to bring significant bidding over
traditional buying categories and yet the May sales at Christie’s, Sotheby’s
and Phillips struggled to escape the low estimate and volume was down

One sale that needs a little unpacking is The Gerald Fineberg Collection
sale which produced a combined hammer of $124.7 million, $40 million
under the combined low estimate of $163 million. The sale was only saved
from catastrophe by slashing reserves. Look at the Richter shown here and
remember the result incudes the bp. Not one guarantee was accepted (or

Collection, 17 May 2025 offered?) for this sale and therefore reserves had to be slashed to avoid
Lot 23C, Gerhard Richter (b. 1932), B . . -
1967 €, Gerhard Richter (b. 1932), Badende, massive failure. In contrast, the S.I. Newhouse sale, held a week earlier,
Oil on canvas, 160 by 200 cm did well and every lot was guaranteed.

Estimate: USD 15,000,000 — 20,000,000
Lot sold: USD 9,610,000
© Christie’s
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The auction house announced that general macro-economic factors had turned against the Gerald Fineberg
sale, and yet there was very good bidding for some works such as Les Flamants. We wonder if other issues
may have played a part. Perhaps, the Fineberg lots weren’t that good, and he wasn’t as well known a buyer
as made out. Without guarantees was the house sufficiently incentivized; these days so much of the fees are
negotiated away from the houses.

Is there an Alternative to Guarantees and Selling Low?

Yes, it’s called the private market and it accounts for at least half the art market. Provided you approach it
with representation a seller can start high and do so in private without having to give up to 30% of the upside
to a guarantor or sell low. Of course, a guarantee set high would be of interest and auction should always be
considered and perhaps after the private market has been approached. It’s all about finding the right approach
for the work of art and the client.

Re-Hang at Tate Britain

The re-hang by Alex Farquharson, director of Tate
Britain, comes with the mantra that: ‘We want to show
that art isn’t made in a vacunm — it’s made by real people
living in the real world. Works like George Stubbs’,
The Haymakers, are now labelled to remind us that
such images of rural labour ‘rarely depict its harsh
realities’. Many works that had been on permanent
exhibition were taken down.

Given the commercial difficulties facing 19™
Century and ecarlier British Art, Tate Britain, with
its world beating holding of British Art, has a

Tate Britain rehang 2023 . . . . . .
© Tate (Madeleine Buddo) crucial role in championing it. Is this rehang the

best way of engaging with the public?

Summa

I have focused on the international auction houses because they are the most powerful participants in the art
market and have huge marketing budgets. They are constantly offering new services which lead back to them
but that doesn’t mean they will suit everyone, and alternatives are available. If you bought an NFT at auction
I hope you still like it.

Guarantees at auction tend to favour established buyers and the auction houses; and the relationship between
risk and reward will always be considered when they are issued. The Gerald Fineberg sale shows how
complicated these issues can be. Does an owner want their auction house to be their banker and how does
this sit with their role as agent to the seller?

The significant bidding for some lots in the New York May sales shows there is plenty of life in the market,

but many major lots failed to sell, and many sold low. Advice is needed with all works of art not just with
Decorative Art and 19t Century paintings.
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