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Every time we sat down to write a newsletter this year, the art market threw up something unprecedented,
something extraordinary. Yet, some themes remain.

Guarantees — a story in three parts

First, as explained in previous newsletters, these
protect sellers with a fixed return at auction even if
there is no bidding thereby protecting the seller
against significant devaluation of a work of art after
public failure. Very often, guarantees are set below
the low estimate and so magnify the risk of selling
low, the other main risk of auction. Looking at
Sotheby’s New York Modern Evening Auction in
May, 23 of the 34 guaranteed lots (67%) sold this way.
As almost all them were third party or shared
guarantees, these were treated as pre-sold lots and
attracted very little bidding (isn’t that the point of
going to auction?). Look at the Picasso which sold
well below the low estimate. As mentioned,

guarantees very often benefit the guarantors. The big Modern Evening Auction, 15 May 2024
question is has the private market been investigated Lot 15, Pablo Picasso (1881 —1973)

. . Courses de taureanx, executed in 1901
before approaching auction? oil on canvas, 18 ¥ by 21 % in., 46.3 by 55.5 cm.

Estimate: USD 5 - 7 million
Lot sold: USD 3.5 million inc bp
© Sotheby’s

As an interesting side story to whether guarantees benefit sellers, Toledo Museum of Art, Ohio, are now
providing third party guarantees for works they want to buy. If they don’t acquire at or below the low
estimate, they make money. They are quoted as making $500,000 last year in this way.

Second, the 20th/21st Century sales in New York were extraordinary for many reasons, one being that
guarantees were back in force after being noticeably absent for the last six months as the market was
being ‘recalibrated’. Around 70% of lots in the evening sales were guaranteed up from 10% previously
and the value of lots was significantly up from six months ago but still under a year ago. It’s getting hard
to persuade owners to consign even when tempted by the houses.
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Third, several major guaranteed lots were withdrawn just before
the sale. This is difficult to understand as the whole point of a
guarantee is to provide a fixed return. Brice Marden’s Ewvent
estimated at $30 — 50 million was withdrawn at Christie’s. It was
the cover lot of their 21st Century Evening Sale, was expected to
break records and it had a Christie’s guarantee. In the end it was
withdrawn just before the sale with Alex Rotter, Chairman of
20/21 Art department, saying they would hold it back until the
‘market is right’. Christie’s didn’t have to buy it after all. Was the
guarantee worth the paper it was written on?

21st Century Evening Sale, 16 May 2024

Brice Marden, (1938-2023)

Event, painted in 2004-2007

oil on linen, in two parts, each: 72 x 48 in. (183 x 122 cm.)
overall: 72 x 96 in. (183 x 244 cm.)

Estimate: USD 30 — 50 million

© Christie’s

Sotheby’s commission and staff numbers | The hack at Christie’s

As of 20th May, Sotheby’s significantly reduced
their buyer’s premium and raised and fixed their
vendor’s commission although with no
commission above 400,000 and a success fee
above the high estimate. Not surprisingly, what
they describe as their buying clients (aren’t
sellers their clients at auction?) are 90+% happy
with this. Interestingly, what vendors thought
was not recorded. None of the other houses
have responded to this.

With the reductions at Sotheby’s how would
they have coped with the shocking cyber hack at
Christie’s through-out the May sales in New
York bearing in mind Sotheby’s are becoming an
increasingly online automated service? Christie’s
had to dig very deep indeed to keep their May
sales on the road and that meant people running
an almost old-fashioned sale. This included, and
surely after huge amounts of negotiation, 12
third party guarantees arranged just hours before

the 20th Century Evening sale.
Why have Sotheby’s done this?
This was a terrible criminal attack but no-one
outside of Christie’s knows what happened and
what is in place to stop it happening again.

One answer is that it is people who have to
negotiate commission rates and as rates are now
fixed for so many lots, staff numbers can be
reduced.

Leonora Carrington — what does this mean?

This lot sold for $28.5 million at Sotheby’s in their May Modern Evening
Auction. It is a truly extraordinary result. Les Distractions de Dagobert sold for
under $500,000 in 1997. If one goes back five years, Carrington’s highest
auction result was under $1 million and currently the highest low estimate for
Carrington was $1.5 million. When Les Distractions de Dagobert came to sale in
May it was given an estimate of $12-18 million and it already had a guarantee.
Even if this guarantee was set below the low estimate it would have been <
around three times the previous auction record of $3.3 million. When it then \jodem Evening Auction, 15 May 2024
sold for $28.5 million, one thing we know is that there was very significant Lonora Caseington, <19177L§;121())
bidding from Latin American buyers (although Carrington is an English artist Les Distractions de Dagobert, 1945.
she is known for her work in Mexico). Auction works really well when bidders b a5 by 87 e
with huge wealth compete, but this result is almost beyond superlatives.

29 %4 by 34 V4 in.,75.6 by 87 cm.
Estimate: USD 12 - 18 million
Lot sold: USD 28.5 million inc bp
© Sotheby’s

Copyright © 2024 Cochrane Adams Fine Art Agents, All rights reserved.



Private sales at the Auction Houses

The FT article (John Gapper, 2 February 2024) after the
“Auctions are primarily generated by | legal case brought by Dmitry Rybolovlev against
sellers of works of art, but private | Sotheby’s in January 2024, quotes the heads of the
deals are mainly triggered by | private sale departments at both major houses, that
buyers...” auction is for sellers and private sales are for buyers.

The article explains that buyers not wanting to wait for auction sales ask the auction houses to harness
owner’s information so they can buy privately. Of course, the sellers won’t know this is happening until
an approach is made. If this happens to you, remember the house is acting for the buyer.

Summary

Sadly, we must add cyber-attacks to the inherent risks of auction along with failing to sell and selling
low. This new risk means a consignor and an owner considering auction have a raft of extra issues to
think about. We write this out of looking after the interests of sellers rather than being churlishly
critical of a terrible and calculated attack against Christie’s.

Owners keep taking guarantees even though they often lead to very low sales, and they might do well to
note that Toledo Museum of Art made $500,000 last year granting guarantees. As guaranteed lots are
being withdrawn, owners can’t even rely on a fixed return. We are not against anything provided it is in
the client’s interests but we suggest the private market is independently explored before auction is
considered.

The Les Distractions de Dagobert sale in May is nearly 60 times the 1997 sale level; much more extraordinary
is the low estimate at $12 million and that a guarantee was provided. The fact that this didn’t draw
comment is incredible but there again hardly any of what is written here is in the press.
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