ARTEMUNDI

ARTEMUNDI'S ART MARKET FORECAST 2017

2016 year was a pivotal one for the art and auction world. Saatchi Gallery held its first all-female show in January.
David Bowie's death rendered him one of the most talked-about collectors of the year. The news of the Brexit vote
in late June caught the world by surprise, and caused a rippling of concerns across stake-holding nations. The sale
of Claude Monet's Grainstack for $81.4 million in November underscored that even in an uncertain market,
collectors will vie at the top level for superior quality. The following article presents an overview of some art market

trends that Artemundi Group have identified to be forecasted in this year.

Collectors and investors will go safe:

In the secondary arf market, people are tending to focus on blue
chip artists. In ferms of investment, a name like Pablo Picasso, Andy
Warhol, or Gerhard Richter is much more comforting than the lesser-
known artist. In fact, even contemporary collectors are looking
backward now to include some of the great modern names in their
collections. Until we fruly know what the world looks like once the

political landscape stabilizes, collectors are going to feel a certain

level of uncertainty. MONET'S GRAINSTACK

The scarcity of good artworks in the market will arouse various auction records:

In a year of political turbulence which saw both the Brexit vote and U.S. election, it was evident that many people
were sitfing tight and reluctant to sell. The most recent Modern, Impressionist and Contemporary auctions in New
York City went almost 50 percent down from where they were at this time last year. But the low Bl rates point that
the main issue this year was the lack of supply. There was abundant demand for sensibly estimated artworks of
good quality preferably coming fresh to the market - the best will always be aggressively pursued even in a down

market.

London hits back thought the currency leverage:

Market players were expecting a dramatic slowdown in British performances due to the climate of mistrust and

gloominess generated by the Brexit vote a few months ago. This has not been at all the case, at least with regards

to the second market, that of auctions, which has proved particularly dynamic this autumn due to the drop of the
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pound used by international investors for profitability in the acquisitions. The figures speak for themselves: nearly
4,000 fine arf lots were auctioned in London for a fotal of £101m in November 2016, compared with only £48.5m
during the same month in 2015. Sales revenue therefore doubled, after a crucial adjustment period in the first half
of 2016.!

Blue-chip galleries are proving very tough competition:

The crisis really exists within the mid-level and small gallery system, which is essentially having its lunch eaten by
the big gallery scheme, and by status-obsessed artists who are taking advantage of their mobility. Today's mid-
market squeeze range from "one percent of the one percent” of buyers only being interested in investment-
quality trophy works, which are in short supply and are now being found at auction to poaching by Mega-
Galleries, as well as the steady erosion of the emerging market's lower end by online platforms. Together, these
adverse headwinds result in an impossible situation, characterized by the increasing costs and continually shrinking

margins for dealers working mostly with emerging artists.?

Cost of doing business has gone up:

Due to fairs, rising rents, and a relentless drive fo expand and keep artists, the gallery model is becoming a
cutthroat business. The blue-chip galleries are becoming monopolistic formations of culture, and they are
essentially interested in the créeme de la créme of the art world, which sfill are the estates of dead white male artists
that generate the bulk of their revenue. Compared to them, everyone else in the system is just set decoration, and
it is within this structure that mid-size and small galleries are enticed to do these frenetic fairs, hire a fancy curator
and fake on several costs. Then, after everyone has had a nice experience walking around the smaller galleries in a
daze of pseudo-discovery, the big galleries have the prize spaces that people can tumble into and spend some

real money.?
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Technology continues to focus on authenticity issues: T,

. . TOTAL RETURN INDEX (1960-2010) YEAR END 2010©
In the largely self-regulated global market for art, price setting

A
—MEIMOSESALLART | /\ //W:
—S&P 500 TOTAL RETURN / \// W

experts fo determine if an artwork is an original, making a © N / /\/

heavily relies on verifying a particular piece’s authenticity. Forgers

have long used fechnology to mimic the clues relied on by art

complicated, ambiguous field even more difficult to navigate. 2 /

Judges therefore often have to choose between two equally

& ® % P %, A % Py oA > >
%, %. B, B %, %, %, % @ B Y,
% 3 0 3 0 % 0 % b 5 %
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stylistic, and compositional qualities of a piece of art. Recently,

researchers have begun to work on a new DNA-based technique for

authentication sponsored by Aris Title Insurance among others, in order to combat some of the uncertainty in legal
decisions. In addition, Sotheby's has acquired Orion Analytical, a firm run by James Martin, a leading scientist and
art conservator who has investigated the provenance of more than 1,800 works in a long and storied career. Martin
will head up the brand new Scientific Research Department at Sotheby's.* Nevertheless this practice might develop
some conflicts of inferest. That is to say, based in the computer analytics, the auction house might compromise the
expertfise opinions from third-party academics and specialists, especially in the Old-Master’s category. For
example, some fake imitations in this field are done with the same materials and techniques as the originals;
nevertheless, their production is recent and therefore, the Orion Analyfical result might be discredited.

Furthermore, this insider study might aggravate the monopolization of auction houses from the secondary market.

Data is set to change the art market:

In late October, Sotheby's announced it had acquired the Mei Moses Art Indices, a database of repeat auction sales
that tracks value over time; shortly after, Artnet said it had brought Tutela Capital, an analyfics firm headed by
Fabian Bocart, into its portfolio, which also includes a sizeable database of auction prices. Christie's have also
created a new business analyst department with Adam Green from Art Tactic. Each company has different aims,
but one thing is clear: data will play a key role in how they—and the art market—move forward.® But it will also arise

new problems such as the traffic of information. For example, Heritage Auctions sued its giant rival Christie’s last
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December augmenting that Christie’s new searchable database of auction results includes millions of listings stolen
from the Dallas auction house. Heritage says Christie's used a spider to snatch 31 accounts to get access to 5 million

pages on its website. ¢

Connoisseur collectors are a dying breed:
Gallerists frequently complain that the people visiting their booths and galleries
know much less about art than before. What happened? In part, it simply feels
like a symptom of how fast the art world has grown; by definition, that means a
lot of new collectors. Most of them do not come from families with a legacy of
art collecting, like it used to be in the past. Just as importantly, even the most
experienced and engaged collectors today tend to have far less fime for art
than their predecessors. The super-wealthy no longer represent the leisure
class, at least not as the American economist and sociologist Thorstein Veblen
defined it. The newer buyers at art fairs are often actively running hedge funds
or start-ups; they may be super-wealthy, but they also are super-busy.
However much they may be interested in art, they are rarely able to devofe their Saturdays to visiting galleries.

Instead, many use intermediaries fo do their research; that is why the ranks of art advisers are swelling so fast.

Many of them also buy heavily at auction; it is a quicker process and it feels more fransparent to them, even if
insiders know that it might be the contrary. Furthermore, in the contemporary art market, it is said that you collect
"by ear”. That is to say, that the contemporary artists have not passed the test of art establishment -meaning mostly
the academia- and the consolidation of time. Therefore,” ear-collecting” has obvious disadvantages in the long-
term in our opinion. This deep demographic shift in wealth also explains why art fairs have grown to such
importance: because they so efficiently offer the fime-stressed collector an overview of an ever more global

market.’
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