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s your work of art
Are you sure?

The problem of forgeries is
very common in the art world.
As an owner, buyer or seller,
forgeries can also affect you.

We have the solution: we use
artificial intelligence (Al) to
assess the authenticity of your
artwork.

For more information,
please visit our website
www.art-recognition.com

- )

Here’s how we check the
authenticity of your artwork:

1 Upload a photo of your
artwork

2 Have it analysed by our
Al system

3 After 7 days you receive the
Al report and your certificate

authetic?

Safety and reliability

Our digital solution is fast.
One photo is enough, so you
don't have to transport the
artwork. The analysis is
objective, without any human
bias. The Al report and the
encrypted certificate are a
guarantee of security.

ART
RECOGNITION




Y ARKEFI

Don’t be left
behind

Fractionalize to Maximise

Arkefi, the world’s premier platform democratizing the financing of art, cars,
and unique collectibles. Powered by decentralized finance, we bridge collectors and

investors on a groundbreaking platform for Real-World Assets.

arkefi.com




A

A UNIQUE PRIVATE SALES PLATFORM
FOR COLLECTORS:
BUY, SELL AND FIND ART
AT YOUR FINGERTIPS

contact@artprivate.com
artprivate.com

O
@art.private.app




FlInance

Unlocking art as a financial
asset by combining data, art
and finance expertise

O Consultancy

o Art Wealth Reporting and Analytics

O ArtBacked Lending Solutions
O Debt Advisory

info@overstoneassociates.com UK +44 20 81335955
www.overstoneartcom USA +1(786) 442 3301




THE NEW BLUE-CHIP ART MARKET IS DIGITAL
FOR ANYBODY, 24/7
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LUXURY ASSET VALUATIONS,
WARRANTIED.

WE PAY THE DIFFERENCE WHEN IT MATTERS MOST.

Barker is not a financial guarantee, terms and conditions apply. www.thebarkerprice.com




Art loans for collectors
& professionals

GRIFFIN ART PARTMNERS
33, rue du Puits Romain, L-8070, Bertrange - LUXEMBOURG
tel: +352 691 691797  info@griffinartpartners.com




Wondeur and Deloitte cooperation

Deloitte is delighted to cooperate with Wondeur in building an
innovative service for fine art insurance, which enables to:

=> optimize insurance premium and claim valuation
= forge insightful reports for insurers and collectors
= scale up fine art insurance offer and profitability
= build, structure and maintain insurers’ databases

STATE OF THE FINE ART INSURANCE MARKET

The fine art insurance industry faces internal and external risks
due to climate change and increase damages, while competition
from non-specialist insurers is growing.

To address these challenges, insurers need structured
art asset data, as most rely on incomplete databases
and manual processes. Less than 3% of asset values are
checked, primarily focusing on assets valued above

$25-mo.

W%ndeur S Al technology performs 50+ risk
. analyses on art asset values, enabling insurers to
4 Proa tlvely manage risks and make informed




Deloitte.
Private

g

PR

Deloitte Private Art & Finance services
For your art and collectible assets and projects

For family offices to financial institutions, artists to ArtTech, and collectors to cultural
sectors, Art & Finance is uniquely positioned at the intersection of it all.

Our global transversal team has the expertise you need to make the most of the

dynamic art and collectibles industry—from collection to succession, investment to
impact, and everything in between.

www.deloitte-artandfinance.com

© 2023 Deloitte Tax & Consulting, SARL
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Deloitte.

Do you know your customers and business partners?
Get peace of mind with DKYC

In the art and finance industry, knowing who you're working
with can require time-intensive investigation.

Keep compliant with our web-based platform, DKYC. In just

a couple of clicks, you can delegate the details of your KYC/
AML/CTF* operations to us. And you? You can relax.

www.deloitte.com/lu/dkyc

*KYC: Know Your Customer - AML/CTF: Anti-Money Laundering and Counter-Terrorism Financing

© 2023 Deloitte Tax & Consulting, SARL
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Wolfe Tone
Global Deloitte Private Leader

Wolfe Tone is the Global Leader
of Deloitte Private with offices in
more than 80 countries.
Deloitte Private professionals
focus on the needs of privately
held companies, private equity
firms, family offices, and high
networth individuals. Our
people draw upon Deloitte's
vast global resources, deep
industry insights, and breadth
of services to create
personalized solutions and
deliver value for our clients.

01 02 03 04 05 06 07 08 09

Foreword

Over the years, Deloitte Private has become a go-to advisor to affluent
individuals and their family offices looking to manage their art and other
collectibles, including fine art, fine wine, aircraft, jewelry, and classic cars. As
of late, we are seeing these clients invest a growing portion of their wealth in
these assets. This trend is underscored by findings in this eighth edition of
the Deloitte Private Art & Finance report, which show a 13.4% family office
wealth allocation to art and collectibles, almost five percentage points higher
than that of private banks.

A key reason for this difference is the passion that families have for the
investments in their family office portfolios. Their motivation is very different
than that of an asset manager investing in equities and bonds, for example.
While art and collectibles provide portfolio diversification and potential value
appreciation, they often are a more personal investment with emotional ties
to the family’s interests and preferences.

At the same time, like other investable family office assets, these collections
require a focus on governance, multigenerational planning, education,
philanthropy, social impact, estate planning, legal agreements and asset
diversification to help preserve and expand their wealth and impact.

This biennial publication, developed in collaboration with market research
firm ArtTactic, aims to introduce you to some of the most important

trends and developments emerging at the intersection of art and wealth
management. Over the past 12 years, we have monitored various
stakeholders in the Art & Finance industry, including private banks, family
offices, independent wealth managers, and collectors and art professionals
and have reported on the changing role and growing importance of art and
collectible assets within a wealth management service offering. This edition
focuses more closely on family offices and the unique issues and priorities
they face when investing in art and collectibles.

I hope you enjoy reading this eighth edition of the Deloitte Private Art &
Finance report.

Wolfe
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We are delighted to
present the 8th edition
of the Deloitte Private
Art & Finance Report.

The 2023 edition of the biennial Art &
Finance Report arrives at a time of
economic and geopolitical uncertainty.
Rising inflation, higher interest rates,
climate change, military conflict and

slower growth provides a challenging
backdrop for both the wealth management
sector and the global art and collectibles

LIQUID STATE
© JONATHAN PRINCE

market. However, being able to adapt and
innovate under these circumstances is
more important than ever, and the search
for purpose and asset diversification

is even more acute. As with the seven
previous editions of the Art & Finance
Report, our goal for this edition has been
to highlight the continued evolution of

the art and finance industry during both
good and difficult periods, addressing both
challenges and opportunities and opening
our readers’ eyes to possible pathways that
can benefit all stakeholders across the art,
culture and finance ecosystem.

The Deloitte Private Art & Finance initiative
aims to encourage more collaboration
between stakeholder groups at the
intersection of art business, culture and
finance. We believe that by providing more
transparency and awareness around
motivations, obstacles, needs and drivers
in the art and finance industry, we can
catalyze and improve dialogue between
these stakeholders, inspire new models
and solutions, and amplify the role and
importance of culture in improving our lives
and society.

The G20 in India', which took place

9-10 September 2023, reassessed the
economic significance and societal value of
the cultural and creative sector to support
inclusive growth, sustainable development
and decent work. The transformative
power of culture in achieving Sustainable



Development Goals (SDGs), and addressing
today's multifaceted development
challenges such as climate change, rising
inequities and digital transformation. This
G20 called for the inclusion of culture as a
standalone goal in future discussions on a
possible post-2030 development agenda.
Wealth managers dealing with art and
collectible assets have an opportunity to
strategically engage with art and cultural
heritage assets and in new conversations
with clients about how they can leverage
their art and cultural wealth to achieve
both financial and societal value.

Since the Deloitte Private Art & Finance
initiative was established in 2008, the
journey has been marked by many
significant moments and encounters. In
2011, we presented the first Art & Finance
Report during the fourth Deloitte Private
Art & Finance Conference in Miami, Florida.
After publishing seven editions of the
report in collaboration with ArtTactic,

our understanding of the art and finance
ecosystem and its developments have
greatly evolved.

We want to thank all the experts for their
invaluable contributions over the years and
all the survey participants and art market
stakeholders (wealth managers, collectors
and art professionals) that continue to
share their views and opinions on the
industry. What started 12 years ago as an
initial investigation into the role art could

00 01 02 03 04
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play in wealth management has gained
significant momentum. We have reached a
stage where the question is no longer why
art and finance is important for both the
wealth management and art and cultural
sectors, but rather how we can best
implement and build a well-functioning and
sustainable service offering addressing the
needs of the market.

In this report, we take a unique 12-year
retrospective look at our findings. It is
clear that, despite continued challenges
concerning transparency, regulations and
the need for modernization of existing art
business practices, the art and finance
industry continues to innovate and evolve.
It is well-positioned to reap the benefits of
the global wealth transfer over the coming
decades and a finance industry increasingly
oriented to holistic wealth management.
We hope this report will give you a richer
understanding of the complex nature of
the art and finance ecosystem, the key
drivers of change and the role you can play
in shaping its future.

Adriano Picinati di Torcello
Director - Global Art & Finance Coordinator
Deloitte Luxembourg

Anders Petterson
CEO and Founder
ArtTactic

London

Adriano Picinati di Torcello
Director - Global Art & Finance
Coordinator

Deloitte Luxembourg

Anders Petterson
CEO and Founder
ArtTactic

London
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Twelve years of
analysis in the
review

Since 2011, Deloitte Private and ArtTactic
have published eight editions of the Art

& Finance Report, affording us a unique
perspective and insight into how the

art and finance market has evolved and
continues to adapt to internal and external
factors. With more than a decade of data
and research to look back on, we see what
has changed and priorities going forward.

The first major sign of change took place
around 2016, when we noticed a significant
shift in wealth managers' perception of

the role and value of art and collectibles

in wealth management strategy and
service offerings. In 2014, only 53% of
wealth managers believed art should be
included as part of wealth management
services. However, this jumped to 78% in
2016, aligning the wealth management
industry's opinion with those of collectors
and art professionals for the first time in
our analysis. This consensus has swelled
today to its highest reading - with
around 90% of stakeholders believing
art and collectible wealth should be
part of a wealth management offering,
up 10% since 2021. In recent years, the

conversation has shifted from whether art
should be part of a wealth management
offering to how it can be implemented
effectively.

We are also starting to see positive
implementation momentum among

wealth managers with an existing offering
as 74% of them intend to offer specific

art wealth management services, a leap
from 26% in 2011. Technological progress
will likely further fuel this development,
with more than 80% of wealth managers
stating that they believe technology will
increase market transparency and address
provenance and traceability, important
challenges in today's art market. The recent
technological and regulatory developments
around blockchain and tokenization

are likely to accelerate and enhance the
importance of art and collectibles in a
wealth management service offering, as we
see with other alternative illiquid assets.

Another important element introduced in
this year's report is the growth and focus
on the market for luxury collectibles. In
recent years, we have seen an increasing
interest in the financial and asset attributes
of luxury collectibles (watches, jewelry,
classic cars, wine, etc.), which could
potentially expand the domain of art and
finance beyond fine art. This broadens
opportunities for the art and finance
industry to a new client base and valuable
luxury collectible market. Additional
support for the art and finance industry
can also come from developments at the
national level. In this year's report, we
have two contributions on Japan, showing
that the world's third largest economy is
increasing its activities around culture and
creative industries.

Finally, we believe that the art and finance
industry cannot grow unless it also helps
address some of the inequities that

we see in the art market today. A very
small percentage of artists account for a
disproportionate share of market value
(see opinion piece on page 41), which
creates an imbalance in the art ecosystem
that could seriously impact the broader art



market and cultural sector in the future.
Our focus on social impact investment in
art and culture in the Report's last three
editions aims to highlight the growing
interest in purpose-led investment models
(particularly among younger generations)
and demonstrate opportunity to develop
alternative finance models to ensure a

more sustainable future for art and culture.

The structure of this year’s report will
be familiar to past readers:

Wealth and the global art market

Art & Wealth Management Survey

Art wealth protection, estate
planning and philanthropy

Culture & social impact
investment and sustainability

Art-secured lending

Art and investment

Art and technology

Risk management and regulation

Conclusion

However, this year's report features an
increased focus on family offices - an
important stakeholder group for art

and collectible wealth management.

We have increased the sample of family
offices from 21 in 2001 to 32 this year,
and several contributions address family
offices’ needs and challenges. We will
continue to focus on this segment in
future reports.

00 01 02 03 04
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We surveyed 63 private banks (up from
59 in 2021) out of which 2 are software
banking providers and 13 wealth
management companies.

All previous reports can be found at
www.deloitte-artandfinance.com. This
year's edition is digital, aligned with
our environment and energy policy to
minimizing environmental impact.

We hope this 8th edition can inspire,
encourage and act as a useful guide for
those wishing to explore or help build a
solid foundation between the art market
and the wealth management industry.

GALLERY
© JONATHAN PRINCE
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Methodology
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Table 1: Art & Finance report Survey participants by category

Sample 2011 2012 2014 2016 2017 2019 2021 2023
Private banks 19 30 35 53 69 54 59 63
Family offices 0 0 14 14 27 25 21 32
Art collectors 48 81 90 94 107 105 115 123
Art professionals 140 12 122 126 155 138 182 197
Art-secured lenders - - - - - - 1 20
Sample total 207 223 261 287 358 322 388 435

Deloitte Private and ArtTactic conducted
the report's research between February
2023 and May 2023.

As in previous editions, we also surveyed
important stakeholders in the art and
finance industry, such as art collectors and
art professionals (i.e., galleries, auction
houses, art advisors, art lawyers, art
insurers, art logistics specialists, etc.). A
total of 197 art professionals (up from 182
in 2021) and 123 art collectors (up from
115 in 2021) participated in the survey.
These stakeholders, representing Europe,
the United States, the Middle East, Latin
America and Asia, were surveyed on a
variety of themes and topics related to
artas an asset class, therole of artina
wealth management context, the impact
of technology, new art investment models,
and current and future challenges and
opportunities.

22

Throughout the report, we use NextGen
collectors and younger generations of
collectors interchangeably to refer to art
collectors 35 years and younger.

Sample differences: Each year's results
may be affected by variations in the sample
size and the geographic location of the
wealth managers that responded to the
survey.

We also expanded our survey among

20 art-secured lenders this year (up from
11 in 2021), which included eight private
banks and twelve asset-based lenders.

We would like to express our gratitude

to all survey participants; without their
support and enthusiasm, this report would
not have been possible. We would also

like to thank Livia Li, Director at Prestige
Arts Club, for her support in surveying and
interviewing four Chinese private banks
and two family offices for this year's edition
of the report.

GALLERY
© JONATHAN PRINCE




Deloitte Private and ArtTactic recognize
that the findings are indicative and
understand their limitations. However,

we believe the results broadly reflect the
current perceptions and attitudes of the
global wealth management community, as
well as art professionals and collectors.

00 01 02 03 04

External data and analysis

Section 1 of the report also includes

a 12-month outlook across various
geographic art markets. These findings
were based on a qualitative ArtTactic Art
Market Confidence Survey conducted
among 117 art experts inJuly 2023.
Section 1 also features auction data
analysis of various modern and
contemporary art markets. This data is
predominantly from Sotheby’s, Christie’s
and Phillips, but regional art market profiles
alsoinclude other auction houses that

05 06 07 08 09

represent major market shares in regions
such as China, India and Africa. This year,
we have also included data and market
analysis of the nascent non-fungible token
(NFT) market; this is based on data and
analysis provided by Meta4 Capital.

In the art investment section of the report
(Section 6), we examine the performance,
risk and correlation between art and other
asset classes, drawing on data analysis
from Artnet. For more information on

the methodology used, please refer to
page 320.
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External contributions

In this year's edition, we are delighted to
feature 55 leading experts who contributed
31 articles. These provide our readers with
new insights on a wide range of initiatives
and models that tackle the opportunities
and challenges facing the art market

and the wealth management industry
over the next decade. We are delighted

to have collaborated with night Deloitte
offices that contributed 13 out of the 31
articles: Deloitte Luxembourg, Deloitte US,

Deloitte UK, Deloitte Germany, Deloitte
Japan, Deloitte Italy, Deloitte CIS, Deloitte
Netherlands and Deloitte Switzerland.
Deloitte Switzerland also supported for
the part 1 of the section 1 on the Wealth
management trends.

The broad range and geographic diversity
of these contributions align with our
vision and goal to be an independent and
neutral voice of the market. It also reflects
our ambition to be as international as the
global art market itself is.

Where art, science, space and tech
meet

Mariam Brian, CEO and Founder of Holo
Art

Japanese art scene trends 2023
Kiyohiko Nagai, Managing Director, New
Business Development, FSI Competency,
Risk Advisory, Deloitte Japan; Ayari Mima,
Senior Staff, Deloitte Japan

Demystifying the Japanese art market
Josephine Ayako Yamada, Head of
Innovation & Governance, CEO Office,
Corporate Planning, Startbahn; Katsunori
Takahashi, Head of Private Banking,
Sumitomo Mitsui, Banking Corporation

Impact of import VAT on art circulation
within Europe and implementation of
new Directive (EU) No. 2022/542

Andrea Sirio Ortolani, Member of the Board
of Apollo Group; Matteo Rumor, Custom
duty expert, Deloitte Italy; Davide Bleve,
Tax Partner, Deloitte Italy



SECTION 02
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Wealth management trends
Jean-Francois Lagasse Partner, Financial
Services Industry Switzerland and Global
Wealth Management Leader, Deloitte
Switzerland; Dr. Christoph Kunzle, CFA
Director, Monitor Deloitte, Wealth and
Asset Management Industry Switzerland,
Deloitte Switzerland

The advancements of art investment
in the Middle East

Arif Amiri, Chief Executive Officer, DIFC
Authority

Five takeaways from five years of
reflection on art & collectibles
Monica Heslington, Head of Goldman
Sachs Family Office Art & Collectibles
Strategy

05 06 07 08 09

Why art collections need the same
strategic risk management as other
family assets

Maria de Peverelli Partner, Executive
Chairman, Art Management, Stonehage
Fleming Financial Services limited;

Anna Smith Senior Collection Manager, Art
Management, Stonehage Fleming Financial
Services limited

What family offices and principals
need to know about the art market

Hannes Hofmann CFA, Managing Director
Global Head, Global Family Office, Citi
Private Bank
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The "Great Art Mismatch"
by Morgan Stanley

Addressing pitfalls in art collectors’
estate planning: A family office
approach

Dr. Sara Adami-Johnson, VP, HNW Planning

Services specializing in international estate,

art and digital legacy planning for RBC
Family Office Services

A glimpse into the world of art
foundations today

Helena Stork, Co-Founder - World Art
Foundations

Mapping cultural and creative impact
funds around the globe

Florencia Giulio, Co-founder of Pulso;
Luis Berruete, Partner & Co-founder of
Creas; Patricia Gabeiras, Partner & Co-
founder of Gabeiras & Asociados

The art of investing: How social impact
investment drives cultural change

Chase Mayo, Senior Consultant, Finance
& Enterprise Performance, Deloitte
Consulting LLP

Measuring and reporting the impacts
of culture - Proposal for a new
methodological approach

Roberta Ghilardi, Sustainability Manager,
Deloitte Italy

Art assets and cultural initiatives
as a driver for social sustainability -
Preliminary results

Roberta Ghilardi, Sustainability Manager,
Deloitte Italy; Italo Carli Head of ARTE
Generali Italy

Exploring the full power of your art as

a financial asset

Sam Cook, EMEA Head of Specialty Lending
Solutions, J.P. Morgan Private Bank;

Levi De Feyter, Wealth Advisor Benelux, J.P.
Morgan Private Bank (Brussels)

Painting a picture of the art-lending
landscape - A leading non-bank
lender’s perspective

Rebecca Fine, Managing Director, Art
Finance, Athena-Art Corp

Bridging Industries and the road to
optimizing art as a financial asset

Harco van den Oever, CEO, Overstone,
Mia Bouriss, CEO, Overstone Finance;
Chen Chowers, Head of Operations,
Overstone

Artworks on tour: Is security interest
also along for the journey?

Dr. Marcell Baumann, LL.M., Rechtsanwalt,
Deloitte Legal Rechtsanwaltsgesellschaft
mbH
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A look at the performance of art as an
asset class

Robert Cacharani Director, Business
Intelligence, Artnet; Mia Fernandez Data
Analyst, Business Intelligence, Artnet

Case study: ARTEX MTF AG -
Understanding art IPOs: Risks and
rewards of investing in iconic art
stocks

Yassir Benjelloun-Touimi Co-Founder &
Chief Executive Officer, ARTEX

The art of creating a legacy - How
technology takes family art collections
to the next level

Cindy van de Luijtgaarden-Braat,
Partner & Lead Private Client Services,
Deloitte Netherlands; Frank de Vries,
Director Private Client Services, Deloitte
Netherlands

Arts & Culture on and off the
blockchain - History and use cases for
collectors & family offices

Valérie C. Whitacre, Trilitech, a London
adoption hub of the Tezos blockchain
ecosystem

From storerooms to blockchains: How
Web3 and NFTs can unleash your art
collection’s untapped potential

Paul De Blasi, Partner, Head of Deloitte
Legal & Private Romandie; Fabien Lopez,
Innovation Director, Deloitte Switzerland
Alberto Lenzi, Innovation and Web3,
Deloitte Switzerland

Visual art in the age of Al
Igor Rodin, Al Expert, Art collector, Ex-
partner, Deloitte

Navigating art investment: Enhancing
family offices’ decision-making
through risk analytics

Chloris Yu, Manager, Risk Advisory, Deloitte
LLP

Anti-money laundering regulations for
art market participants: A state-of-
the-art analysis

Nicolas Marinier Partner, Forensic &
Financial Crime, Deloitte Luxembourg
Maxime Heckel Partner, Forensic &
Financial Crime, Deloitte Luxembourg
Astrid Brandy, Senior Manager, Advisory &
Consulting, Deloitte Luxembourg

Andrea Marchetto Manager, Forensic &
Financial Crime, Deloitte Luxembourg

Markets in Crypto-Assets Regulation
(MiCA) and the art market

Arnaud Duchesne, Managing Director, Risk
Advisory, Deloitte Luxembourg; Maria
Josefin Johansson Juup, Senior Manager,
Risk Advisory, Deloitte Luxembourg; Erica
Ventura, Senior Consultant, Risk Advisory,
Deloitte Luxembourg

The time to act is now: How to increase
accountability in the art market -
Redefining dispute resolution to grow
customer confidence

Ashley Gallant Managing Director of the
British Antique Dealers' Association (BADA);
Fred Clark Senior Associate at law firm
Boodle Hatfield LLP

Managing financial risk at public
auctions from a seller’s perspective

Christine Bourron CEO Pi-eX Ltd
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Artist acknowledgment_

Jonathan Prince

30

From a young age Jonathan Prince knew

he was an artist. Prince is now known for
his monumental steel sculptures, often
seen in-situ in public environments and
prestigious private collections. But, Prince’s
path towards a large-scale practice was a
journey of risk, luck and realization.

When Prince was a teen, he found himself
spending weekends in the studio with
Jacques Lipschitz where he learned the
language of sculpture in bronze and stone.
Just as the mind and hand can impress
upon elemental materials to mold new

forms, Prince, too, was forever shaped by
Saturdays with Jacques.

But life had other plans for Prince—at least
for the first few decades. Prince initially
pursued the family trade-maxillofacial
surgery—a mismatched fit, with the
reaction leading to producing films in
Hollywood. Through his time in the movies,
Prince was connected to the then-budding
digital sphere. Soon he was directing
companies into the internet revolution,
developing media and digital technologies
that have helped to shape our digital world
today.
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Life was fun and exciting; but Prince knew
there had to be something else. That
something was art, and Prince could no
longer deny the artist inside of him. About
twenty years ago, he relented by leaving
the corporate carousel for the full-time
pursuit of his art practice.

It's essential to Prince that his inquiry of
monumental sculpture goes beyond just
form. Prince's practice is a commitment
to scientific study, spiritual exploration,
and a profound reverence for the human
condition. Prince has developed his own
language that arrived from the many
thousands of hours he's devoted to
fabricating these works at his studio in the
Berkshires, Massachusetts.

Prince remains one of the only sculptors
to fabricate each piece by hand with his
dedicated team in his own studio. He
runs his eponymous 20,000 sq. ft. studio

from inside an early 20th-century barn

in the Berkshires, filled with state of the
art, operating machinery allowing Prince
to make at the heightened scale that his
inquiries demand. His studio is a part of
the universe he's built as Berkshire House,
the artistic compound, home and intimate

exhibition space for creative collaborations.

In fractured geometries and material
improbabilities, there is balance and
resolve—a life-lesson and artistic
motivation that inspires Prince everyday.

Prince’s work has been exhibited at
Chesterwood Museum, Christie’s
Sculpture Garden and the Eli and Edythe
Broad Museum, at MSU. Prince has had
works publicly on view in New York at

590 Madison Sculpture Garden, Pier 64
Hudson River Park, and Dag Hammarskjold
Plaza; and sits in the collections of the
Joseph M. Cohen Family Collection; Julie

Prince remains one
of the only sculptors
to fabricate each
piece by hand with
his dedicated team in
his own studio.

and Edward J. Minskoff Collection; The
Brigham and Women's Hospital, Boston,
MA; and PricewaterhouseCoopers.
Currently, the 24-foot Tumbler is on view
in the permanent collection of David and
Jennifer Feldman at the Long Meadow Art
Residency in New Marlborough, MA.



https://www.youtube.com/watch?v=g4XAotZP_7s
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2023 Key report

findings_

(Summarized version)

Wealth and the global art
market

Global UHNWIs art and collectible
wealth estimated to exceed US$2
trillion: We estimate that UHNWIs' wealth
associated with art and collectibles was
US$2.174 trillion in 2022 and predict this
figure could grow to an estimated US$2.861
trillion in 2026, due to the increased
number of UHNWIs across the world and
their increased allocation of wealth to art
and collectibles. Art and collectible wealth
in 2023 is anticipated to increase due to
an average 3.8%? increase in art values
between July 2022 and July 2023.2 Growth
is also boosted by an increase in overall
wealth as world stocks rallied 12%* in the
first six months of 2023.

Art market fails to capture growth
in overall wealth: The anemic 14-year
annual growth rate® of 0.6% in the art

market has failed to outpace inflation, with
global art market sales shrinking in real
terms since 2008. This signals that the
overall art market is struggling to attract
the attention of the larger high-net-worth
(HNW) population and their wealth,
compared to industries such as the global
luxury goods market.

Luxury collectible sales reach new
heights in 2022 and could signal new
opportunities for the art and finance
industry: The growth potential of the
luxury collectibles market is evident

in last two years’ auction sales surge,
which reached a record high in 2022.

We expect to see growing interest in the
financialization of luxury collectibles and
potential to tap into the much broader
and larger luxury goods industry (valued
at US$1.5 trillion®). Luxury market
stakeholders should start integrating this
financialization into their business strategy.



Art & Wealth Management
Survey

A 12-year retrospective

Between December 2011 and November
2023, Deloitte Private and ArtTactic have
published eight Art & Finance Reports.
Our 12-year analysis from art and finance
stakeholders (wealth managers, collectors
and art professionals) shows encouraging,
upward trends regarding art's role and
importance in wealth management. We see
a growing consensus among stakeholders'
narratives and motivations for including
and developing art wealth management
services. Client demand for art and wealth
management services has also grown over
the last 12 years.

Significant share of wealth associated
with art and collectibles: On average,
client allocation to art and collectibles
was 10.9% based on our 2023 survey

of wealth managers. (Private banks
reported an average of 8.6% allocation,
and family offices report an average
allocation of 13.4% to art and collectibles).
Among wealth managers surveyed, 63%
have integrated art into their wealth
management offering (67% of private banks
and 60% of family offices).

The push toward holistic wealth
management offering is likely to
benefit the art and finance industry:
Client continue to demand new products
and services, such as private markets,
personalized advice and seamless
omnichannel experiences. This year, 90%
of wealth managers (94% private banks
and 81% family offices) surveyed said that
the need to develop a holistic advisory
relationship with their clients was one

of the primary reasons for including art
and collectibles in a wealth management
service offering. The role of “advice” in
wealth management will continue to
become more holistic, experiential and
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consumer oriented, a trend that should
have a positive impact on the evolution of
art and wealth management services.

Convergence between stakeholders
reaches new high: Our 12-year

survey analyses of different art and
finance stakeholders within the wealth
management community (private banks,
family offices and independent wealth
managers), plus collectors and art
professionals show encouraging and
positive trends for the role of art and

its importance in wealth management.
Stakeholders' narratives and motivations
for including and developing art wealth
management services are unifying. Across
these stakeholders, an average of 89%
believe art and collectible wealth should
be part of a wealth management offering
verses 65% who said the same in our
first survey in 2011. This is the highest
percentage in the Art & Finance Report's
history.

A shift toward the underlying
economics of art ownership: Emotional
value remains the key driver for buying art
(according to 60% of collectors), but for the
first time in 12 years, 41% of collectors said
financial value is their primary motivation
overthrowing social value (at 36%) as the
second highest motivation. The sector

is shifting toward more financially driven
considerations, such as looking at art

from a perspective that centers portfolio
diversification, protection against inflation
and return on investment. With similar
trends seen in luxury collectibles—blurring
the lines between fine art, collectibles and
luxury assets—our Art & Finance approach
(that up to now has predominantly focused
on fine art) now also applies to collectibles
and luxury assets.

Financial gain and social impact are
priorities to younger generation of
collectors: Younger collectors seem
even more motivated by financial benefits

surrounding art ownership compared
with collectors from previous generations.
This year, 83% of younger collectors

said that investment returns were a key
motivation (up from 50% in 2021); 61%
said that portfolio diversification was
important (up from 51% in 2021); and just
over half (51%) said that they saw art as

a safe haven in times of uncertainty (up
from 34% in 2021). This tells us about

how the new generation of collectors may
relate to art as an alternative capital asset
class, both now and in the future. We

also see a stronger motivation (41%) for
social impact investment among younger
generations that are seeking purpose-
driven investment strategies (up from 31%
in 2021).

Interest for pure art investment
increasing among family offices but
remains a niche service: Over the next
12 months, family offices (22%) show

a stronger appetite for expanding art
investment services (art funds, managed
accounts, impact investment, fractional
investment, etc.) than private banks (14%).
This could mean that family offices are
taking a more proactive interest in new art
investment models, compared to the more
conservative private banking industry.

Art wealth protection, estate
planning and philanthropy

Generational wealth transfer already
feeding the art market: With a
conservative average of 10.9% of wealth
allocated to art and collectible assets,
wealth transfer increasingly involves art
and collectible wealth. Much of today's
wealth is controlled by men from the
baby-boomer generation, but this is likely
to change as they pass their wealth to
spouses and children.’
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Evidence of this art wealth transfer is
apparent, with 2022 emerging as the

record year for single-owner collections
entering the auction market, with salesin
2022 up 64% from 2021. Although fewer
single owner collections have come to

the market in the first half of 2023, major
private collections have entered the market
in the second half of this year, such as the
prominent collection of Emily Fisher Landau.

Connecting with the next generation:
This year's survey shows that younger
collectors differ from previous generations
when it comes to motivations and needs
when buying and investing in art. They

are focused on art investment returns
(83% young collectors vs 44% older
collectors) and also emphasize social impact
investment (41% young collectors vs 30%
older collectors). They also perceive risk
management as a more relevant service
(70% young collectors vs 45% older
collectors). Building relationships with
different generations within a family will
become a critical part of understanding
each's needs and is an opportunity for
wealth managers to engage the next
generation on their plans and preferences
regarding art and collectible wealth.

Collection management is the basis
for protecting art-related wealth:

A fundamental part of art and wealth
protection rests with how clients manage
their collections, with 52% of collectors
saying this was the most relevant

service this year. Strong client collection

inventories allow wealth managers to
better understand their clients’ art-related
wealth, not to mention enables them to
proactively protect historical, cultural and
financial value.

Record-keeping is a manual process
ripe for automation: The large majority
(76%) of collectors have yet to adopt art
collection software as part of collection
management, with 49% keeping records
and information in spreadsheets and 27%
in paper documents. Only 24% of collectors
are using dedicated collection management
software; the subset of younger collectors
report a slightly higher percentage (29%) of
software use.

Art-focused estate planning is urgently
needed: Only 24% of the collectors
surveyed have a long-term plan for their
collections, indicating an urgent need for
wealth managers to have conversations
with their clients about art and estate
planning.

Culture & social impact
investment and sustainability

G20 reaffirmed that cultural and
creative sectors (CCS) are a major
engine for sustainable socioeconomic
recovery: While often perceived to be

of little relevance to the overall economy,
economic data shows that CCS are a key



growth driver in many countries and
represent some of the fastest-growing
sectors in the world economy. The G20 in
India, which took place 9-10 September
2023, reaffirmed culture as a major engine
for sustainable socioeconomic recovery.?

Sustainable impact investment in art
and culture could become an attractive
investment model, especially for the
younger generation: In this year's survey,
we see a slightincrease in interestin art
and culture-related sustainable impact
investment among art professionals,
wealth managers and NextGen collectors.
24% of collectors (28% in 2021), 30% of art
professionals (23% in 2021) and 30% of
wealth managers (21% in 2021) identified
sustainable impact investment in the arts
as the most attractive investment model.
This was significantly higher among the
younger demographic (below age 35),
where 66% (50% in 2021) said socially
responsible investment products in
culture would appeal the most to them.
Wealth managers who expand their
sustainable investment offerings may be
better positioned to attract and engage
the younger client segment. Broader
investment trends, such as increasing focus
on ESG-compliant investments, could also
be filtering down to the cultural space.

Nearly a third of family offices are
interested in social impact investment
in art and culture: 31% of the family
offices surveyed express strong interest

in investment products focusing on social
impact investment in culture (down from
36% in 2021, but up from 16% in 2019). In
addition to outright investment in artworks,
social impact investment products

were the most popular alternative art
investment model this year, demonstrating
that impact investments are becoming
more appealing to family offices.

Investors continue to see social impact
investments as an opportunity:
In parallel with a downward trend in
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government arts and culture spending,
there is greater appreciation for the
positive impact culture and creativity

can have on economic development.

As a result, new financial ecosystems

are emerging around investment into
culture, including public, private and
philanthropy funding and investment. In
this year's survey, 41% young collectors
and 30% of older collectors said social
impact investment in art and culture was
among the primary motivations for their
involvement in the art and collectibles
market, with 50% of young collectors

and 45% of older collectors seeing art
philanthropy as one of the most important
services offered by the wealth management
industry. It is essential, therefore, to have
a better understanding of the relationship
between responsible finance and culture.

Art-secured lending

The art-secured lending market could
reach US$29 billion by the end of
2023: Despite higher interest rates, we
conservatively estimate that the overall
size of outstanding loans against art could
reach a market size between US$29.2
billion and US$34.1 billion in 2023, up 11%
from 2022. Since our last survey in 2021,
the overall art-secured lending market
has grown 10.3% annually.® However,
growth is anticipated to slow down in
2023 to 7.5% and increase slightly in 2024
to 8%. We estimate that US$2.2 billion

in revenue could be generated from

the art-secured lending market in 2023.
We also estimate art-secured loans to
private collectors between US$26.3 and
US$30.7 billion in 2023, with the art trade
(galleries and dealers) accounting for an
estimated US$2.9 billion to US$3.4 billion.
In a more uncertain and volatile economic
environment, liquidity could support the
growth of the art-secured lending market
over the next two years.
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For private banks, providing liquidity
for business operations has been the
primary driver of growth: 80% of the
private banks surveyed said that the need
for liquidity for business operations was a
key driver for art-secured loans, and 83%
of asset-based lenders said the same.

For family offices, however, buying more
artworks is the strongest motivation for
using art leverage: 41% of family offices
say they would consider using art-secured
loans to fund the acquisition of more
artworks (up from 8% in 2021).

Globalization of the art-secured
lending market: Asia and Europe are
becoming strategic markets for art-
secured lending, as the US market reaches
maturity. 39% of art-secured lenders said
that Asia (and Hong Kong, in particular)
will be a strategic market for growth over
the next two years, compared to 10% in
2021. Europe is also seen as an untapped
market, with 78% of art-secured lenders
viewing it as an opportunity, compared to
70% in 2021. However, lenders, see less
opportunity in the mature art-secured
lending market in the United States, with
56% believing this would be the most
important market over the next two years,
compared to 70% in 2021. These findings
might also reflect greater awareness
among collectors outside of the United
States about the possibility to leverage
their art collections.

Art and investment

Art acts partially as a hedge in times of
uncertainty: According to Artnet's Index
for Fine Art, the fine art market exceeded
the S&P 500's performance between
January 2022 and July 2023, where fine
artreturns grew a nominal 4.2% against

a 6.6% loss for the S&P 500 during the
same period. Despite a spike in inflation
and higher interest rates, art prices
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suffered less than other asset classes
during this period of economic stress and
demonstrate the asset class’ ability to serve
partially as an effective hedge, especially
with regards to the blue chip, high-end fine
art category.

Art shows mixed long-term
performance: The financial performance
reported by Artnet’s indices show modest
or negative returns across all categories
over the medium to long-term (15 years),
underperforming other traditional assets
classes such as equity, real estate and gold.
Artnet’s index for top 100 fine art produced

a 2.5% compound annual growth rate
(CAGR) between 2008 and first half of 2023,
compared to 8.5% for S&P 500, 3.8% for
real estate and 4.9% for gold.

More regulated fractional art
ownership initiatives emerge: In the
last three years, worldwide interest in
fractional art and collectibles investment
has exploded, particularly among the
younger generation of collectors (50% of
young collectors vs. 14% of older collectors)
expressing a strong interest in these
products. With an estimated AUM of more
than US$1 billion in 2023, and with multiple
initiatives being regulated by financial
regulators for the first time, we may have
entered a new era of fractional ownership
in art and collectibles which could have a
greater chance of gaining mass adoption
this time.

Younger collectors more open to new
art investment models: The interest

in fractional ownership among younger
collectors surveyed is significantly higher
this year than that of older collectors, with
50% (up from 43% in 2021) saying that they
are interested in these types of investment.
Young collectors also express a stronger
interest in art investment funds (50% this
year, up from 29% in 2021).

Wealth managers and older
generations of collectors have more
conservative approach to fractional
ownership and tokenization: Possibly
due to the emerging nature of the
fractional ownership industry, only 23%
of wealth managers (18% private banks
and 34% family offices) said they believed
fractional ownership and tokenization of
art and collectibles would be interesting
investment products for their clients
(down from 29% in 2021), with 34% of art
professionals stating the same (up from
26% in 2021). Collectors remain slightly
more cautious, with 21% saying this would
be an investment product of interest (no
change from 2021).

Art and technology

Technological innovation drives

the art and finance sectors closer
together: Advancements seen in the
intersection between art and technology
will benefit the future development of
the art and finance industry. 64% of
wealth managers surveyed this year said
that technology could be a catalyst for
incorporating art and collectible assets
into their existing wealth management
services. While only 18% of wealth
managers in 2019 said that blockchain
technology could have a significant impact
on the development of art and wealth
management services, a significantly
higher proportion (58%) of wealth
managers said the same this year.

Technological innovation will drive
more transparency in the art market:
This year, 81% of wealth managers, 79%
of collectors and 83% of art professionals
said that technology could be a catalyst
for greater transparency in the art market.
Transparency is one of the key challenges
to consider when incorporating art into
wealth management service offerings.
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Younger collectors more open to new
art investment models: The interest

in fractional ownership among younger
collectors surveyed is significantly higher
this year than that of older collectors,
with 50% (up from 43% in 2021).

NextGen collectors drive digital
transformation: 80% of young collectors
believe in blockchain as an asset register
for art and collectibles, and 79% see the
rapid developments around artwork
identification technologies as instruments
to address many of the current
inefficiencies in today’s art market.

Section 8_
Risk management and
regulation

Urgent need for modernization: Over
the last seven years, there has been a
strong consensus among stakeholders
that the art market needs to modernize
its business practices. 76% of wealth
managers (up from 69% in 2021), 82% of
art professionals, and 70% of collectors
agree. Among the key challenges are lack
of transparency (74% of wealth managers
said so), issues related to authenticity, lack
of provenance, forgery and attribution
(80% of wealth managers said this was a
key hurdle), and 63% of wealth managers
said the lack of international standards
around professional qualifications in

the art market was a key hurdle. The
perception that the art market has failed to
update and modernize business practices

is a clear challenge for the market's future
growth and development and evolution of
art as an asset class.

Self-governance vs. more regulation—
opinions are divided: 44% of wealth
managers (same in 2021) believe
government regulation is the appropriate
response to establish trust and credibility
in the art market. 70% of family offices
surveyed said they believed self-regulation
would be the most appropriate way to
tackle the issues facing the art market,
while only 30% believe government
regulation would be the appropriate
answer. However, 50% of art professionals
this year said they believe regulation could
play a role in restoring trust (up from 36%
in 2021). This is the highest percentage
ever recorded, which could suggest that
artindustry stakeholders see government
intervention as a remedy for restoring
trust and credibility.

Adoption of more transparency

and regulation not happening fast
enough: Despite the emergence of
improved technology, more data and
increased AML regulation, the general
view across stakeholder groups is that
improved transparency and regulation will
take longer than envisaged in 2021. Only

13% of wealth managers said increasing
transparency and regulation will take place
within the next two years (down from 27%
in 2021). 37% of wealth managers said

it will take more than five years (up from
28%), and 8% said it will never happen (up
from 5% in 2021).
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Priorities

Regarding Fine Art &
Collectible assets

The next frontier for art and
wealth management includes
Luxury collectibles.

Since the COVID-19 pandemic in 2020, the
market and value of luxury collectibles
have risen significantly, with auction sales
at Christie’s, Sotheby’s and Phillips almost
doubling (+92%) between 2020 and 2022
and with H1 2023 showing no signs of a
market slowdown. Although the luxury
collectibles market only accounted for
14.8% of the total auction sales in 2022,

in the first half of 2023, the share of the
overall market has increased to 19.6%.
With the personal luxury goods market
significantly outpacing the growth of the
art market since 2008, and representing
US$353 billion in sales in 2022 compared to
US$68 billion in art sales, it is clear that one
of the avenues for potential future growth
of the art and finance industry is the
incorporation of luxury collectibles in an art
and wealth management offering. Wealth
managers have the opportunity to broaden
their art-related service offering beyond
fine art to also include a broader range

of new and vintage luxury collectibles,

such as jewelry, watches, cars, luxury
handbags, furniture and homewares, and
other designer goods. As the definition of
the art and collectible asset class widens,
revealing the potential value in luxury

collectibles, there will also be a greater
need to understand potential opportunity
and impact for companies in the luxury
sector. The fine art market could also draw
inspiration and learn from the much larger
luxury goods market (i.e., how it builds trust
with its consumers through professional
business practices, price transparency and
standardization, and via multiple access
points for consumers and effective mass
communication about both financial and
social value).

Regarding wealth managers
Financial and non-financial
benefits of art-related

service offering can be

better understood and
communicated.

While large US private banks have offered
art-related services for decades (Citibank
started in 1974), more awareness and
education around both the financial and
non-financial benefits of catering to art and
collectible assets is needed among wealth
managers in Europe and Asia. Wealth
managers must not only support long-term
financial stability and prosperity, but also
the long term purpose of the collections,
from both a financial asset perspective
(collection management, leverage,

estate planning, etc.) and a more human
and emotional perspective, as 84% of
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collectors say “emotional value” is the most
important driver when buying art. In an
industry where providing a holistic wealth
management service offering is becoming
a competitive edge, wealth managers

need to better understand, analyze and
communicate the benefits of engaging with
their clients’ art and collectibles-related
wealth.

The global wealth transfer
requires a change in mindset
among wealth managers.

With an estimated US$2.17 trillion in art
and collectibles wealth held by ultra-

high net worth individuals (UHNWIs), a
significant portion of this wealth will be
passed to new generations in the next
two decades. There is an opportunity, but
also a responsibility, for wealth managers
to develop closer dialogue with older

and younger generations to ensure a
smooth and strategic transition when
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it comes to art and collectible wealth.

For example, wealth managers and their
clients need to ensure proper inventory,
collection governance, and philanthropic
and tax planning. Per our survey of wealth
managers this year, there is relatively low
awareness and engagement with clients
around art and estate planning issues,
with 18% of wealth managers saying their
clients' estate plans do not sufficiently
address their art collections and a further
24% saying they don't know. Another
important aspect in the intergenerational
transfer of art-related wealth is alignment
on a collection’s future purpose, which
could focus on social impact, philanthropic
and purpose-led initiatives. The
combination of financial factors driving
art and collectible wealth combined
with the strong emotional and social
component of art ownership - creates an
unique opportunity and responsibility for
wealth managers to fulfil their fiduciary
responsibilities to their clients’ overall
wealth.

Regarding sustainability
and impact investment
Social impact investment in art
and culture could become a
new opportunity for the wealth
management sector.

Social impact investment in art and culture

is in its infancy with nascent understanding
among wealth managers. Only 30% of wealth
managers thought this would be of interest to
their clients, but 66% of young collectors said
they were interested or very interested in
social impact investment products in culture.
Wealth managers can still pave the way

for a new type of purpose-led investment
product in the art and cultural sector,
specifically aimed at the next generation of
wealth. This could provide the culture and
creative sectors with an alternative source

of financing to tap into but would require
better evaluation of and reporting and
communication on the investment impact of
art and cultural projects.
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Regarding technology
Technology is a catalyst to
support the development
of art and finance wealth
management services.

The art and finance industry needs

to explore blockchain technology and
fractional ownership as a potential new
means to better protect, transfer, monetize
and invest in art and collectible assets.
This year, 58% of wealth managers said
they believed that blockchain technology
used to improve the traceability of art and
collectibles would have the most impact
on the development of art and wealth
management services going forward (up
from 52% in 2021). Another 43% said the
impact of blockchain technology, as a
decentralized finance (DeFi) tool, would
allow them to more efficiently incorporate
art and collectible assets in wealth
management. This development is now
also supported by regulations like MiCA
and MIFID Il (see article on MiCAin the art
market page 415), which are creating a new
regulatory framework for the integration of
illiquid alternative assets (including art and
collectibles assets) in wealth management.

Regarding regulation
Regulation and trust remain
key issue to address.

This year, 76% of wealth managers said that
the art market and the art industry need

to modernize their business practices (up
from 69% in 2021), with 70% of collectors
and 82% of art professionals agreeing.

How to best go about this is not clear,

with 56% of wealth managers saying

that “self-regulation” would be the best
approach, while 44% prefer government
regulation. Collectors, on the other hand,
are less inclined to see more government
intervention, with only 28% saying they favor
this route, as opposed to 72% who said that

the art market should internally address
these challenges. The challenges facing the
art market remain relatively unchanged
over the last decade and could be a reason
for stagnated sales growth over the last 14
years. While the art market often shrouds
itself in confidentiality, there is a fine balance
between confidentiality and mistrust. Lack
of price and transaction transparency often
leads to asymmetric information availability
between actors in the art market and

can undermine trust. Can the art world
continue to resist consumers' demands for
more transparency through reliable and
instantly accessible information? In a world
where misinformation is an ever-increasing
problem, it is critical for confidentiality

and transparency to coexist in the art
industry. This requires a new framework;
new technologies (like blockchain) and new
data ownership and access models could
support both confidentiality where itis
required while providing the right level of
transparency to create a more efficient and
trusted marketplace.



Provocation

With the working hypothesis that an
inclusive, efficient and growing art
market will benefit all art market
stakeholders and will support the
development of the art and finance
wealth management industry, we
would like to trigger a broader
reflection on the current status of the
global art market and the implication
for the art and finance industry with
a very high-level introduction to the
following question:

Is a top-heavy art market hindering
growth and wider impact on the art
market ecosystem and the development
of the art and finance wealth
management industry?
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Our analysis shows that just over 1% of
artists control more than three-quarters
of art sales generated at auction. We can
assume that only a small percent of art
buyers are behind these transactions,
which leaves us with a heavy concentration
around a small number of artists and
buyers - plus a small number of art
professionals (galleries, auction houses,
etc.). Could this be one of the main reasons
for the art market's overall lackluster
growth in the last decade?

Figure 1: Top 100 artist vs overall artist population - Auction sales distribution
Based on data for Impressionist, Modern, Contemporary art at Sotheby'’s, Christie’s and Phillips

Source: ArtTactic, Data between 2015 and H1 2023
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Based on the The Art Basel and UBS Global
Art Market Reports, the global art market has
faced stagnant growth over the last 14-15
years, and at the same time, prices in the
auction market have reached record high,
with 18 of the top 20 highest auction prices
achieved between 2008 and 1H 2023 (see
analysis on page 75). The top 100 artists by
auction sales between 2015 and 1H 2023
accounted for 75% of total sales value of all
impressionist, modern and contemporary
artists at auction, despite only accounting
for just over 1% of the artist population
represented in the auction market.

Itis evident that the art market is becoming
increasingly weighted toward a relatively
small number of artists and movements,
which in turn has generated increasing
interest in the investable characteristics
and financial aspects of art ownership.

The concentration around a small pool of
artists is also mirrored in the art and finance
industry, where certain products and
services, such as art investment products
and art-secured lending are predominantly
targeting the same groups of artists, for
which price transparency and liquidity is
the highest. The inherent risk is that those
services could influence not only what is
happening at the top end of the art market,
but also potentially contribute to and fuel
further inequities in the broader art market,
rather than support an inclusive agenda of
more diversity and growth that could benefit
the wider art ecosystem.

Butis a growing and more equitable art
market desirable? Or should we be content
with the status quo? Should we let market
forces decide? Classic economic theory states
that economic efficiency allows higher levels
of productivity, costs reduction, economic
growth. So, we would argue that growth is
necessary, and only through a broader and
diverse growth strategy will we be able to
support and maintain creative talents and
achieve the wider societal impact that art and
culture can offer. The main problem with the
current model is that it promotes a discourse
of exclusivity, which impacts consumers and
artists (and other art market stakeholders).

42

ART & FINANCE REPORT 2023

For consumers, it means that the large
majority of art buyers and collectors are
priced out from participation in the market;
meanwhile for artists, it means that very few
have a realistic chance of making a decent
living out of their profession and creative
output, as a disproportionally large amount
of resources and investment goes into
maintaining the value of the few.

Another issue is the trickling effect. One
could argue that the increase in prices of a
small number of artists has led to increasing
consumer awareness and interest in art and
collectibles and also created a more fertile
commercial environment for predominant
galleries, auctions houses and dealers and

a general expansion of the art ecosystem.
However, over the last decade, we have

seen a decline in galleries™ and less public
funding for public and not-for-profit art
institutions'; at the same time, we have seen
more private museums' being set up and
increasing recognition of the benefits culture
plays to society. The art market is increasingly
becoming dominated by an exclusive elite,
which raises the question of how much
actually trickles down to the broader art
ecosystem.

Another challenge is the structure of the art
industry. The art market remains fragmented
with a few large players and many small
players. This imbalance in the ecosystem
also seems to perpetuate the support of a
smaller number of artists who are promoted
by major auction houses and a few major
dealers and galleries. Could we use some of
the tools and services developed by the art
and finance industry to create a less elitist
and top-heavy industry dynamic with a more
inclusive artindustry? If it is the way forward,
new models are required for the art market
to grow and become more diverse. But what
could these new models look like and how
might we achieve a fairer and more equitable
future art market?

We believe there are already a number
of broader trends that could catalyze this
change.

Top-down and bottom-up approaches
amplify social impact investment
models for art and culture.

Our data analysis clearly shows that the
current art market does not provide a fair
and equitable distribution of wealth across
the broader art ecosystem. However, there
as signs that consumers’ and investors’
mindsets are changing. The broader shift
in the financial market toward ESG-driven
investments is apparent, with global ESG
fund assets reaching about US$2.5 trillion
atthe end of 2022, up from US$2.24

trillion at the end of the third quarter 2022,
according to Morningstar.* The nearly

12% jump in assets was almost double the
growth of the broader global fund market.
This suggests a broader shift in investment
behavior, a trend we believe also will filter
down to the art market in coming years.
The question becomes, how do we change
investors’ mindset about investment in

art and culture from self-gratification or
financial motivation to a more purpose-led
and social impact driven mentality? Part

of the long-time challenge faced by the

art and cultural industry is measurement
and articulation of the societal value of art
and culture. However, emerging evaluation
models, such as Deloitte’s new methodology
on measuring and reporting the impacts of
culture—plus increasing academic interest
in this field—position us to better measure
the economic and social impact of art and
culture for our society. With these new
models and frameworks in place, we have the
opportunity to shift the current investment
paradigm in the art and cultural industries
and to redirect wealth towards building a
larger and more sustainable art and cultural
sector.

On a grassroots level, these changes have
been happening for some time. New micro-
philanthropic models, such as Kickstarter
and Patreon, founded in 2009 and 2013,
respectively, have succeeded in bringing

in much-needed support for artists and
creatives. These companies have built
platforms that allow artists to tap into a
fan-based, purpose-led consumer culture,



using technology as the catalyst to reach new
audiences.

We also see the next phase of the fractional
ownership market, moving from an
economic incentivization model toward a
more purpose-led model. In this scenario,
fractional ownership in the art market could
lead to more than just investment returns;
it could also be a vehicle for patronage and
support of the broader art ecosystem,
facilitated by the increasing adoption of
blockchain technology discussed further
below.

Technology as a catalyst to reduce art
market inequities

While awareness around blockchain was
initially linked to the explosion of public
interest in cryptocurrencies, fueled by
rocketing prices of Bitcoin and Ethereum, the
frenzy obscured the fact that blockchain is a
much more general-purpose technology. The
real potential of blockchain lies in its ability to
securely track, sub-divide and transfer wealth
over the internet—creating the possibility of
a true sharing economy. The 2021 boom in
the NFT market gave us a potential glimpse
of blockchain's impact on the art and creative
industries, for good and bad. Although

the art market cautiously entered the NFT
marketin 2021, in the intervening years, the
true potential of blockchain technology and
how it could address weaknesses in the art
market is becoming clearer.

Blockchain, as the digital vehicle of the
sharing economy, has the potential of
redistributing wealth created in the art
market in ways that were previously
inconceivable or impractical. Part of the
technology’s attractiveness is around
ownership and how blockchain can ensure
that different stakeholders have a share

in any future benefit that derives from

the creation of an art object or cultural
project. Artworks created by artists rely
on different stakeholders to create value
(the artists themselves, the galleries that
support them, the curators that include
them in exhibitions, the collectors that buy
them, etc.). At the moment, the benefits
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are heavily skewed toward the buyer, and
although Artist Resale Rights legislation
exists to ensure artists get their share of
future resales, the model is currently more
theoretical which limits applicable benefits.
Therefore, mutually beneficial models, in
which artists get a percentage of every
future transaction, are needed. However,
these models should also apply to galleries,
patrons and others that have been critical
to their artistic development. Using models
facilitated by existing blockchain technology
could disrupt current wealth distribution

to focus on pre-distribution rather than
the current model of post-distribution
through taxes and benefits, which often
insufficiently compensates the creators or
the art ecosystem itself. Blockchain could
continue to foster innovation and investment
while giving everyone a stake in the future
—something that is increasingly lacking in
today’s art market.

Making this work is another matter. The
entrenched vested interests in the art market
to maintain the status quo will be challenging
to address. Also, a weaker NFT market

and increasing competition among NFT
platforms have lead several NFT platforms

to make artist royalties optional rather than
compulsory for collectors.™ However, we also
see initiatives aiming to counter this trend.
The 2022 launch of Artcual, a partnership
with MCH Group, Art Basel, BCG X and

Luma Foundation, is a technology-based
startup created by the art community, for

the art community.'® The company aims to
address existing challenges for artists in
terms of royalty collection and payment and
to provide a more transparent transaction
process for galleries and collectors to
increase collector confidence. The key feature
of this initiative is the collaborative nature

of the stakeholders involved, which has the
possibility to change the perception and
existing practices in the art market from
within and address existing inequities. With
blockchain, other new patronage models or
social impact models could emerge. However,
itis important that more of the larger players
support such initiatives to make them
sustainable and drive the desired impact.

Increasing public support to promote
dynamic, vibrant economic art and
cultural sectors

The increasing recognition of the importance
of the Culture and Creative industries

(CCls) by governments around the world

is a positive sign. Initiatives at the level of

the G20, the Organization for Economic
Co-operation and Development (OECD)

and the European Union - to name a

few - are very good signs to support the
development of CCls. Cultural policies,
around funding, education, employment,
professional development, intellectual
property protection, promotion and
connection, new technologies, leadership,
etc., are areas where governments can

grow CCls for a more inclusive, sustainable
and ambitious approach to arts and

culture. Recent economic crises have put
noticeable pressure on public funding for
arts and culture, which triggers the search
for alternative funding models to fund and
promote CCls. For a few years, we have
expanded on the topic of social impact
investment, sustainability and culture, as this
area lacks attention from both the public
and private sector. It would be interesting to
further explore publicprivate partnerships
and initiatives around new funding
mechanisms, such as the issuance of cultural
bonds akin to green bonds (see section 4,
page 244).
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The big picture_

Growth of an

innovative art and
finance industry

The transformation of the wealth
management sector, the global art market
and the cultural and creative sectors

(CCS) is rapidly creating new needs and
opportunities at the intersection of art and
finance:

High-net-worth individuals seek holistic
wealth management offerings.

Wealth management offerings adapt to
new realities, trends and technologies.

Art and collectible assets represent

a sizeable portion of HNWIs’ wealth,
requiring the same attention as other
assets.

Luxury collectible assets follow the same
patterns as the fine art assets.

A global wealth transfer is impending.

And a new generation introduces new
values.

The need for new sustainable and
innovative financial mechanisms for
CCS.

* Social impact investment is developing
and can apply to CCS.

* Purpose-led investment and innovation
is increasingly demanded in the cultural
sector.

* The art sector should improve its
efficiency.

* Trust, transparency and regulations climb
the agenda.

* Technology matures and offers new ways
to do business.

* KYCAML and fractional ownership
regulation is in place.

e Culture is recognized as a major engine
for sustainable socioeconomic growth.

¢ NextGen collectors have different needs
and preferences.

All of this is part of a global phenomenon
- one with solid, supportive elements to
support the growth of an innovative art
and finance industry in the years to come.
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The big picture: a unique set of macro trends to a new art world

( ART&FINANCE )
ART TRENDS FINANCE TRENDS

Globalization, NextGen, democratization
and cultural diplomacy

Expanding class of ultra-high-net-
worth (UHNWI) buyers,

b new generation and
holistic offering

Trust, transparency,
regulation, professionalism —
Financialization:
- art as a capital asset
Art and technology,

digitalization, virtualization

and tokenization

Risk management,
collection
management

and asset

New economic reality
for public cultural
institutions, soft
power of culture,
economic driver,
world cultural heritage

Tax and estate
assistance,
philanthropy and
sustainability

Creative sectors,
cultural citizenship,
culture and smart
cities

Art-secured lending, social
impact investment and
fractional ownership models

Sl

Source: Deloitte Private & ArtTactic Art & Finance Report 7th Edition
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The art and finance industry is uniquely
positioned at the intersection of
three interconnected sectors.

Deloitte already works
S with many Art & Finance
FINANCE stakeholders across the world
and envisions opportunities

* Private bankers .
for further collaboration.

* Wealth managers
* Family offices

¢ Private investors/collectors

Art/collectible fund promoters
* Artinsurance companies

* Art traiding companies

Deloitte Private Wealth - R /”—7

UHNWIs & Family Offices

VISUAL ART SECTOR

o Artists

CULTURE

e Large public museums

¢ Private museums

e Companies selling art
» Corporate collectors

¢ Digital art companies :
& P ¢ Private collectors

¢ Art logistics companies : "
g P e Public authorities

e Art fairs (country, region, city, etc.)
e Art and media companies

e ArtTech companies

¢ Creative industries

Deloitte Private -
Private companies & PE
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The Deloitte Private Art & Finance
initiative aims to coordinate a
transversal multidisciplinary global
Deloitte service offering to art and
finance stakeholders around the world
to facilitate their:

1. Art and collectible assets,

2. Art and collectible-related projects
and business, and

3. Cultural initiatives

Deloitte’s Art & Finance practice brings
together professionals across disciplines,
spanning strategy, regulations, technology,
tax, legal, audit, risk advisory - and more --
to provide comprehensive client solutions.

For the past 12 years, we have monitored
the development and evolution of the
art and finance industry, particularly the
role of art and collectibles within wealth
management services.

lllustration of art and wealth management services

- growing assets

¢ Museums endowments

Artinvestment

¢ Art funds

a

Stock of art business

Private Equity in
start-ups

Financing of
art business

Social impact
investments

Fractional
investments/STOs

- creating legacy

* Philanthropy advice

* Artrelated & estate planning

¢ Securization

Not included

7

Wealth
manager

Client entertainment - Internal education - Art sponsoring - Corporate collection

- managing risks

* Art advisory

* Valuation

* Assets consolidation
* Reporting

* Artinsurance

* Passive portfolio
management

* Art collection
management

* Tokenisation

* Family governance

- creating an income stream

* Art-secured lending
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-ndnotes

1 Microsoft Word - New Delhi Leaders' Declaration Final Adoption (g20.org)

2 Artnet’s Index for Fine Art (100).

Artnet’s Index for Fine Art (100) between July 2022 and July 2023.

4 Marc Jones, “Global markets in the first half of 2023: Banks vs the machines,” Reuters, June 30, 2023.

Art Basel and UBS, The Art Market 2023, 2023; Art Basel and UBS, The Art Market 2016, 2016. The annual growth rate in global art market sales from 2008 to 2022
is based on data from the 2016 and 2023 report.

w

(6]

6  21stedition of the Bain & Company-Altagamma Luxury Study, November 2022. The report stated ‘The global luxury market is projected to grow by 21% in 2022,
reaching €1.4 trillion’

7 https://www.oliverwyman.com/our-expertise/insights/2023/jan/ten-wealth-management-trends-2023.html

8  UNESCO webpage, G20 agrees first declaration on culture (unesco.org). Last consulted 3 August 2021.
9  Thisis the two-year compounded growth rate between 20271 and 2023.
10 Thisincludes new and vintage luxury collectibles.

11 https://www.artsy.net/article/artsy-editorial-fewer-galleries-opening-today-10-years-ago

12 https://www.theartnewspaper.com/2023/07/11/special-report-funding-cuts-and-weak-economy-send-uks-visual-arts-into-crisis

13 https:/www.theartnewspaper.com/2023/06/13/germany-beats-us-on-number-of-private-museums-of-contemporary-art-new-report-reveals

14 https://www.bankrate.com/investing/esg-investing-statistics/#stats

15 OpenSea, the biggest NFT marketplace announced in August 2023 that it plans to stop the mandatory collection of resale fees for artists. Starting March 2024,
those fees will essentially be tips — an optional percentage of a sale price that sellers can choose to give the original artist.

16 https://www.arcual.art/about-us

48


https://www.g20.org/content/dam/gtwenty/gtwenty_new/document/G20-New-Delhi-Leaders-Declaration.pdf
https://www.reuters.com/markets/global-market-data/global-markets-graphic-pix-2023-06-30/
https://theartmarket.artbasel.com/
  https://www.oliverwyman.com/our-expertise/insights/2023/jan/ten-wealth-management-trends-2023.html
https://en.unesco.org/news/g20-agrees-first-declaration-culture
https://www.artsy.net/article/artsy-editorial-fewer-galleries-opening-today-10-years-ago
https://www.theartnewspaper.com/2023/07/11/special-report-funding-cuts-and-weak-economy-send-uks-visual-arts-into-crisis
https://www.theartnewspaper.com/2023/06/13/germany-beats-us-on-number-of-private-museums-of-contemporary-art-new-report-reveals
https://www.bankrate.com/investing/esg-investing-statistics/#stats
https://www.arcual.art/about-us

01 02 03 04 05 06 07 08 09

00

GALLERY

© JONATHAN PRINCE




ART & FINANCE REPORT 2023

EZIIIXIM Wealth and the global art market

'\

&\ :

L
e

|

]
¥

01

Wealth and the global

art market
Highlights 53
Introduction 56

Part 1: Art and collectible
wealth overview 57

Part 2: Global art market
review 66

Part 3: Regional breakdown 96

BORE BLOCK |
© JONATHAN PRINCE

50




00 01 02 03 04 05 06 07 08 09
e ] ) Oy

S TR
f.\-\.-,z: -:;g’b'n‘,
- Tk £y .



ART & FINANCE REPORT 2023

EZIIIXIM Wealth and the global art market

VESTIGAL BLOCK
© JONATHAN PRINCE




00 01 02 03 04

06 07 08 09

Highlights_

Decline in global wealth in 2022:

According to the Credit Suisse and

UBS Global Wealth Report 2023, 2022
recorded the first fall in net global
household wealth since the global
financial crisis of 2008. Measured in
current nominal US$, total net private
wealth fell by 2.4% or US$11.3 trillion.”
The global ultra-high-net-worth (UHNW)
population also fell by 6% and their
combined net worth was 11% lower than
in 2021, according to a report'® by Altrata
examining the UHNW market.

Art market fails to outpace inflation:

The anemic 14-year annual growth rate'
of 0.6% in the art market has failed to
outpace inflation, with global art market
sales shrinking in real terms since 2008.
This signals the overall art market has
been unable to attract the attention

of the larger high-net-worth (HNW)
population and their wealth compared to
the global luxury goods industry.

Global art and collectible wealth: We

estimate that UHNWIs' wealth associated
with art and collectibles was US$2.174
trillion in 2022 and predict this figure
could grow to an estimated US$2.861
trillion in 2026, due to the increased
number of UHNWIs across the world
and their increased allocation of wealth
to art and collectibles. A small increase
in art and collectible wealth in 2023 is
anticipated due to an average 3.8%?°
increase in art values between July
2022 and July 2023.2" The growth is also
boosted by an increase in overall wealth
as world stocks rallied 12%2? in the first
six months of 2023.

Art and portfolio allocation: Knight

Frank’s The Wealth Report 2023 found a
global average of 5% allocated to art and
other collectibles. According to this year's

survey of wealth managers and family
offices, an estimated average of 10.9%
of their clients’ wealth is associated
with art and collectibles (8.6% for
private banks and 13.4% for family
offices).??

Art buyers are looking to diversify

in times of uncertainty: The very
top end of the art market has been
less affected by the economic turmoil,
according to a recent report® by
Sotheby’s and ArtTactic. The US$1
million-plus auction market saw
20.8% growth in 2022, accounting

for 74% of total fine art sales (by
value) based on sales at Sotheby’s,
Christie's and Phillips. While the higher
end (US$1 million-plus artworks)

of the impressionist, modern and
contemporary auction market saw

a 9% year-on-year decline in sales in
the first six months of the year, it is
significantly lower than the 31% decline
in the overall art market. This shows
wealthy buyers have continued to
focus on the most established artists
and high-value works, which they
perceive to have a greater store of
value in times of uncertainty.

The art market slowed down in

the first half of 2023 as high-end
supply dried up: Overall auction sales
at Christie's, Sotheby’s and Phillips
were down 18.2% year-on-year in the
first half of 2023, with fine art sales
plummeting by 31%. The drop in fine
art auction sales has been largely
driven by a much lower supply of
trophy lots; only 40 lots sold above
US$10 million in the first six months of
2023, generating a combined total of
US$932 million, compared to 75 lots in
the first half of 2022, with a total sales
value of US$2.06 billion.
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Luxury collectible sales reach new

heights in 2022 and could signal
new opportunities for the art

and finance industry: The growth
potential of the luxury collectibles
market is evident by its auction sales
surge over the last two years, reaching
a record high in 2022. While the fine
art market slowed in 2023, the global
auction market for luxury collectibles®
continues to track last year's
performance, with first-half 2023 sales
1% higher than the first half of 2022.
Auction sales are on target to match
or exceed 2022's record levels if this
growth continues over the second half
of 2023. We expect to see a growing
interest in the financialization of luxury
collectibles and the potential to tap
into the much broader and larger
US$1.4 trillion luxury goods industry.

Asia drives growth in luxury

collectibles market in 2022: Over
the last few years, primary growth

in the luxury collectibles market has
come from Asia, with Hong Kong
luxury collectible auction sales?

up 33% between 2021 and 2022.
These account for 40% of total luxury
collectibles sales in 2022, up from 25%
in 2021. However, Hong Kong's market
share in the first half of 2023 fell back
to 25%, compared to other locations
such as Geneva and New York, which
gained market share.

The rise of the ultra-high price

54

segment: Evidence of how UHNWIs
and billionaires influence the global
art market can be seen clearly by the
number of works sold in the US$10
million-plus segment over the last
eight years, with a particular surge in
interest following the 2020 COVID-19
pandemic. The US$10 million-plus
price segment accounted for 50% of
the share of impressionist, modern
and contemporary auction sales?” in
2022, up from 32% in 2020. In the first
half of 2023, the share of the US$10
million-plus market fell to 33%, due to
the economic uncertainty and fewer

ART & FINANCE REPORT 2023
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trophy lots on the public auction
market.

More than 1,500 artists were

selling above US$500,000:
Although 1,538 artists were
represented at the top end of the
auction market (artworks selling over
US$500,000) between 2015 and the
first half of 2023, there have been
only 155 artists in the trophy segment
(US$10 million-plus price segment)
and 33 artists selling above US$50
million since 2015. The average price®
of the 10 most expensive lots sold

at public auction between 2000 and
2015 was US$103.5 million, compared
to US$147.2 million for the 10 most
expensive lots sold between 2015 and
the first half of 2023—an indication of
price inflation at the very peak of the
market.

Top 100 artists accounted for more

than three-quarters of the total
auction value: The top 100 artists
generated a total of US$36.2 billion,
accounting for 76% of total sales
between 2015 and the first half of
2023. This illustrates the importance
of this group of artists—accounting
for just over 1% of the total artist
population—in driving the overall
market sentiment and auction sales

One percent of artists control more

than three-quarters of art wealth
generated: In the past eight and a
half years, 1% of artists have controlled
more than three-quarters of total
auction sales. This may explain the

art market's anemic growth over the
last 10 years. We are currently facing a
scenario where a few artists’ markets
are accumulating disproportionately
large amounts of today's art market
wealth, with relatively little trickling
down to the broader art ecosystem.

If we want the art market to grow and
direct more wealth toward supporting
artists, we need to look at the inherent
inequality of the art market today, and
examine how wealth could be more
evenly distributed to build a stronger
and more sustainable art sector.

Post-pandemic price inflation

at the ultra-high end of the art
market: Evidence of how UHNWIs
and billionaires influence the global
art market can be seen clearly by the
number of works sold in the US$10
million-plus segment over the last
eight years, with a particular surge in
interest following the 2020 COVID-19
pandemic. The US$10 million-plus
price segment accounted for 50% of
the share of impressionist, modern
and contemporary auction sales in



2022, up from 32% in 2020. In the first
half of 2023, the share of the US$10
million-plus market fell to 33%, due to
the economic uncertainty and fewer
trophy lots on the public auction
market.

Top three auction houses account

for more than half of the global
auction market: Since the pandemic,
Christie’s, Sotheby’s and Phillips have
increased their dominance in the
global auction market, accounting for
52% of public auction sales in 2022,
up from 45% in 2021 and 40% in
2020. We saw further consolidation
and concentration in the auction
industry, with Bonhams embarking
on an acquisition spree? in 2022, and
reporting in excess of US$1 billion in
sales in 2022.

Bought-in rates remain historically

low: Since the pandemic, bought-in
rates (percentage of unsold lots) have

been at an all-time low, with an average

of 13.1% of lots unsold versus 20.2%
between 2015 and 2020. While the
first half of 2023 showed that bought-
in rates are on the rise (15.2%), they
remain below pre-pandemic levels.

Auction guarantees reach new

heights in 2022, but are investors
getting more cautious? Auction
guarantee levels reached a new

high in 2022, with US$3.65 billion in
guaranteed value (based on hammer
value) of lots in the impressionist,
modern and contemporary segment
sold during evening sales at Christie’s,
Sotheby’s and Phillips. This was 18.9%
higher than in 2021 and 128% higher
than the pandemic year of 2020.
Auction guarantees accounted for a
record 64.6% of total evening sales
value in 2022. In the first half of 2023,
auction guarantees accounted for
US$1.34 billion, down 29.3% from
US$1.89 billion for the same period
last year but still accounting for 65% of
total auction sales. This shows auction
guarantees continue to play a pivotal
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role in managing the current market
uncertainty.

Auction houses passing risks to

third-party guarantors: Between
2016 and the first half of 2023, the

majority (71%) of lots sold with
guarantees were offered with a third-
party guarantee, as opposed to 29% of
lots with in-house auction guarantees.
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INntroduction

This section takes a closer look at how INDUSTRY INSIGHTS

current and future trends in global wealth

and the global art market are reshaping S

the landscape and context of the art and Japanese art scene trends 2023

finance industry. Over the last 12 years, we

have monitored how the art market has by Kiyohiko Nagai

adapted to global crises, such as the 2007-  Monaging Director, New Business

2008 financial crisis and, more recently, the ~ Development + F5I Competency, Risk Advisory,
impact of the COVID-19 pandemic. Higher Deloitte Japan

inflation, rising interest rates and slowing
economic growth will provide a new and
challenging backdrop for the art and
finance industry in the coming years.

by Ayari Mima
Senior Staff, Deloitte Japan

Section 1 is divided into three parts: Demystifying the Japanese art market
by Josephine Ayako Yamada

Head of Innovation & Governance, CEO Office,
Corporate Planning—Startbahn

Part1_
Art and collectible wealth review

by Katsunori Takahashi
Head of Private Banking,
Sumitomo Mitsui Banking Corporation

Part 2_
Global art market review

We highlight some of the key trends and

developments in the art market over Impact of import VAT on art circulation
recent years and feature global expert within Europe and implementation of
contributions providing valuable insights: new Directive (EU) No. 2022/542

by Andrea Sirio Ortolani
INDUSTRY INSIGHTS Member of the Board of Apollo Group

— by Matteo Rumor
Where art, science, Custom duty expert, Deloitte [ltaly
space and tech meet

by Davide Bleve

by Mariam Brian Tax Partner Deloitte and member
CEO and Founder of Holo Art of the Art&Finance Italian Team
Part 3_

Regional breakdown
In Part 3 we have included a specific focus

on the art market in Japan thanks to the
following two contributions:
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Part 1_

Art ar
CO

ectiple

wealth overview

After the decline in wealth in 2022, the
outlook for 2023 looks more positive
as equity markets recover
Macroeconomic and geopolitical
headwinds in 2022 resulted in lower
returns on financial investment that,
combined with currency depreciation
against the US dollar, were the main factors
in 2022's decline in global wealth, according
to the Credit Suisse and UBS Global Wealth
Report 2023. Last year's 3.4% household
wealth growth was the lowest rate since
the global financial crisis of 2008, while
total net private wealth tumbled by 2.4%,
or US$11.3 trillion.°

Another report by Altrata underlines the
decline in the number of UHNWIs in 2022,
noting there was a global population of
392,410 UHNWIs in the first half of the
year—a fall of 6%. While the net worths of
HNWIs and UHNWIs were historically high
in recent years, 2022 saw a drop in overall
wealth to US$41.8 trillion—a decline of
11%.3"

Even among the world's wealthiest, the
impact of the geopolitical and economic
environment has been felt, with the
number of billionaires according to Forbes
falling from 2,668 in March 2022 to 2,640
in March 2023, and their total worth now
at US$12.2 trillion, compared to US$12.7
trillion in March 2022. The United States
still has the highest number of billionaires,
with 735 individuals worth a collective
US$4.5 trillion. China (including Hong

Kong and Macau) has the second-highest
number of billionaires, with 562 controlling
around US$2 trillion in wealth. India follows
in third place, with 169 billionaires worth a
collective US$675 billion.?

Arecent report by Boston Consulting
Group (BCG) estimates that the value of
global financial wealth shrank for the first
time in 15 years in 2022, declining by 4% to
US$255 trillion. While 2022 saw a relatively
significant drop in financial wealth figures,
it's expected that the decrease will be
relatively brief, with 2023 seeing a potential
5% rebound in total global net worth to
US$267 trillion. While financial wealth
shrank in 2022, the value of real assets,
including art and real estate, was US$261
trillion—an increase of 5.5%.%

The positive trend in real asset value can
also be seen in the global art market, with
overall auction sales at Christie’s, Sotheby's
and Phillips increasing by 12.9%3* in 2022,
including a particularly strong performance
at the very top end of the market.
According to a recent report by Sotheby's
and ArtTactic,® the US$1 million-plus
auction market saw 20.8% growth in sales
in 2022, accounting for 74% of total fine art
sales (by value) based on sales at Sotheby’s,
Christie's and Phillips. This shows that
wealthy buyers have continued to focus on
the most established artists and high-value
works, which they perceive to have greater
stores of value in times of uncertainty.




This finding is supported by a recent Art
Basel and UBS survey,*® which found HNW
collector respondents were spending more
in 2022 than they had before the COVID-19
pandemic, with the proportion spending in
the US$1 million-plus range increasing from
18% to 31%.

The art market slowed in the first half of
2023, with overall auction sales 18.2%
lower than in the first half of 2022.

Even the higher end (US$1 million-plus
artworks) of the impressionist, modern
and contemporary auction market saw a
year-on-year decline in sales of 9% in the
first six months of 2023. It is important
not to conflate a fall in auction sales value
with a fall in prices. The fall in auction sales
has been largely driven by a lower supply
of top-end lots, with only 40 lots selling
above US$10 million in the first six months
of this year, generating a combined total of
US$932 million. This was significantly lower
than the 75 lots that sold above US$10
million in the first half of last year, with a
total sales value of US$2.06 billion.

This could indicate that sellers are more
hesitant to sell their trophy pieces in a
softer market, which is currently impacting
total auction sales directly, particularly at
the top end of the market.

However, other art market segments have
continued to grow this year. Sotheby's,
Christie’s and Phillips have seen a 4%
year-on-year increase in lots sold in the
first half of 2023, and segments such as
jewelry and watches were up 21.4% from
the same period last year. Other auction
houses (e.g., Bonhams) that cover a much
broader segment of art and collectibles
saw sales grow 32% in the first six months
of this year.

We estimate a slight increase in art and
collectible wealth in 2023, as a result of

an average 3.8%% increase in art values
between July 2022 and July 202338 The
growth is also supported by a rise in overall

58

ART & FINANCE REPORT 2023

m Wealth and the global art market

wealth, as world stocks have rallied 12%° in
the first six months of this year.

Art features more prominently in a
defensive wealth management strategy
Based on our surveys and findings from
external reports on global wealth trends,
there seems to be a clear change in

how HNWIs are currently thinking about
investments, particularly leaning toward
value as opposed to growth. Their focus
has shifted to preserving wealth through
diversified investment strategies, which is
also one of the main motivations expressed
by wealth managers in this year's Art &
Finance survey.

This is why it is logical that the art and
collectibles market is part of a wealth
management service offering, with
diversification and store of value as the
main motivations (see Section 2). The
increasing interest in the financial aspect
of art ownership implies an evolving
relationship between traditional forms of
art collecting toward a more sophisticated,
financial approach to ownership of art.

Art, collectibles and portfolio
allocations

The UBS Global Family Office Report 2023
found that family offices allocated 2%

to arts and antiques, on a par with gold
and precious metals.*® Knight Frank's

The Wealth Report 2023 noted a global
average of 5% allocated to art and other
collectibles. According to this year's survey
of wealth managers and family offices,

a significant share of clients’ wealth is
associated with art and collectibles.*' We
estimate a conservative average of 10.9%
for wealth managers (8.6% for private
banks and 13.4% for family offices).

This higher allocation of wealth to art

and collectibles was also echoed by The
Art Basel and UBS Global Art Market
Report 2021, where HNW collectors
were reported to have a relatively high
proportion of their overall portfolios of
wealth invested in art, with 64% reporting

an allocation of over 10%. The report also
highlighted that Generation Z collectors
had the highest average share of wealth
dedicated to art, with over a third having an
allocation of more than 30%, higher than
both their millennial (27%) and Generation
X (24%) peers. average share of wealth
dedicated to art, with over a third having an
allocation of more than 30%, higher than
both their millennial (27%) and Generation
X (24%) peers.

Art and collectible wealth 2020-2025
In this table, we have assumed that
UHNWIs" wealth (in US dollars) will grow at
the same rate as the expected increase

in the UHNW!I population according to
Knight Frank’s The Wealth Report 2022.4
We have used an average global allocation
to art and collectibles of 5.2% of financial
(or investable) wealth (not including non-
financial assets) in 2022 to estimate the
average allocation we could expect in five
years' time. Based on our own findings
from wealth managers, as well as findings
from other reports, this is likely to be a
conservative estimate of global art and
collectible wealth.



Table 2: Global art and collectible wealth 2022-2026

Source: Altrata and Knight Frank

All figures are in North Latin Africa Europe Middle Asia Pacific  Overall
US$ billion America America East

Total UHNWI wealth in 2022 14,545 1,287 355 10,561 2,656 11,854 567 41,825
Total UHNWI wealth in 2026 18,632 1,619 394 ISH9 3,288 15,730 /55 53,609
Regional allocations to art and collectibles 6.0% 6.0% 3.0% 5.0% 3.0% 5.0% 7.0% 5.2%
Total UHNWI collectible wealth in 2022 873 77 1] 528 53 593 40 2,174
Total UHNWI collectible wealth in 2026 1,104 97 13 652 67 874 54 2,861

2026 $1,104n
| ST

40.1% market
share 2022

3.5% market
share 2022

2022 $77 on

2026 $97.,

2026 $652 on
20221 $528n

24.3% market
share 2022

2026 $54,,
2022 $40.,

0.5% market
share 2022

2022 $11 on

2.4% market
share 2022

2022 $53 un

2026 $13 on 2026 $671n

- US$2.174 trillion
allocated to art
and collectibles
(based ona 5.2%
allocation) in 2022

1.8% market
share 2022

27.3% market
share 2022

2022 $593 1,
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Based on these calculations, we estimate
that UHNWIs' wealth associated with art
and collectibles was US$2.174 trillion in
2022. We project that, in 2026, this figure
could grow to an estimated US$2.861
trillion. This projection assumes that the
growth of art and collectible wealth will
track the estimated regional growth in the
global wealth population.

However, as previously mentioned, the
growth in annual art market sales over the
last 10 years has failed to keep pace with
increases in global wealth. We may see a
small increase in art and collectible wealth
in 2023, on the back of a 3.8%** increase
in art values between July 2022 and July
2023.%5 Nonetheless, this could be offset
by an increase in overall wealth, as world
stocks rallied 12%%“¢ in the first six months
of this year.
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Therefore, our growth estimate may be
overly optimistic—however, increased
access to new types of art investment
products could signal a closer alignment
between wealth and art market growth in
the future.

When we look at the wealth associated
with art and collectibles from UHNWIs, it
is important to consider how it relates to
other financial assets. Compared with the
total assets under management (AUM)

of the asset management industry, art
and collectible wealth accounts for an
estimated 2.2%. This is based on a recent
report from BCG, which found that global
asset management AUM in 2022 amounted
to US$98 trillion,*” with private markets
accounting for more than US$20 trillion
of this.

Art and collectible wealth accounts for an
estimated 10.9% of AUM of private market
investments*® and a substantial portion of
HNWIs' wealth. As discussed throughout
this report, building a service offering
around art-related wealth can help wealth
managers create new client experiences
and develop stronger personal and
emotional connections with clients. Recent
developments around the tokenization
and fractionalization of non-bankable
assets could allow art and collectible assets
to be more easily integrated into asset
management allocation strategies in

the future.

TORN STEEL COFFEE TABLE
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Art, luxury and wealth trends

The findings of The Art Market Report 2023%
show that the art market continued to grow
in 2022, albeit at a slower pace thanin
2021. According to the report, global sales
are coming in at US$67.8 billion, up 3%
from US$65.9 billion in 2021. The anemic
14-year annual growth rate® of 0.6% in the
art market has failed to outpace inflation in
this period and, maybe counterintuitively to
what one would expect, global art market
sales have been shrinking in real terms
since 2008. It is interesting to juxtapose
these findings with the growth in sales in
the luxury goods sector, which experienced
a 5.9% rise during the same period.
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If we combine these findings with data
from Capgemini's annual World Wealth
Report, which shows global HNWI financial
wealth growing 6.9% annually from US$33
trillion in 2008 to US$83 trillion in 2022,
and the HNWI population growing from
US$8.6 million in 2008 to US$21.7 million in
2022, it signals the overall art market has
failed to attract the attention of the larger
population of HNWIs and their wealth.>'
However, if we compare the art market

to the global luxury goods industry, the
latter has tracked the increase in global
wealth over the last 14 years more closely,
particularly since the pandemic.

Figure 2: HWNI wealth growth (US$) vs. global art market sales (US$) growth vs.
luxury goods sales growth (US$) (Index base year: 2008)
Source: Capgemini's World Wealth Report, Statista, The Art Basel and UBS Global Art Market Report 2023
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Passion investments riding high
despite economic uncertainty

The results of the Knight Frank Luxury
Investment Index>? (KFLII) show that
investments of passion are still doing

well despite economic worries. The

KFLII tracks the value of 10 assets that
can be considered passion investments
(including art, cars, colored diamonds and
rare whiskies). This index increased by
16% throughout 2022, beating inflation
and outperforming most mainstream
investment classes during the same
period. The report notes that “much of
that performance was driven by the stellar
prices paid for museum-quality works

of art by ultra-wealthy collectors”, again
showing how wealth is increasingly finding
its way to art and collectibles.>

As discussed throughout
this report, building a
service offering around
art-related wealth can help
wealth managers create
new client experiences
and develop stronger
personal and emotional
connections with clients.
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Luxury collectible’* sales reached new
heights in 2022 and could signal new
opportunities for the art and finance
industry

The sales trends we see in the overall luxury
goods market also reflect recent trends in
the luxury collectibles market. While we have
observed a slowdown in the fine art market
this year, the global auction market for luxury
collectibles® has continued its strong growth
since the pandemic. Indeed, it shows no
signs of slowing down this year, with sales on
target to match or exceed record levels seen
in 2022, if growth in the first half of 2023
continues into the second half of the year.

Itis interesting to note that the majority of
growth comes from Asia, with Hong Kong
luxury collectible sales up 33% between
2021 and 2022, and accounting for 40% of
total luxury collectibles sales in 2022, up
from 25% in 2021. This shows how important
Asian buyers have become in this particular
collectibles segment.

Comparative trends between the fine art
market and the luxury collectibles market
could indicate that the latter has been
more effective in building a bigger, more
transparent and accessible marketplace,
attracting more HNWI wealth. According

to a Bain & Company article, it could make
inroads into the significantly larger US$1.4
trillion luxury market, with growth predicted
to be in the region of 3%-8% this year:
“Even in the face of recessionary conditions
expected across leading economies into
2023, the Bain and Altagamma analysis
forecasts further expansion in sales and
market value for luxury goods through the
coming year and decade.”®

While most of the analysis in this report
focuses on art, we are likely to see a growing
interest in the financialization of luxury
collectibles, as value increases and more
HNWIs join this market.

Figure 3: Luxury collectibles: auction sales (US$) 2012-H1 2023

(in US$ millions)

Source: ArtTactic. Analysis is based on public auction data from Christie's, Sotheby's and Phillips
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Figure 4: Luxury collectibles: Hong Kong auction sales (US$) 2012-H1 2023
(in US$ millions)

Source: ArtTactic. Analysis is based on public auction data from Christie's, Sotheby's and Phillips
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Figure 5: Luxury collectibles: auction sales (US$) 2012-H1 2023

Source: ArtTactic. Analysis is based on public auction data from Christie's, Sotheby's and Phillips
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The US$10 million-plus
segment accounted for
50% of impressionist,
modern and
contemporary auction
sales in 2022, up from
32% in 2020.

64

The rise of the ultra-high price interest in this ultra-high end of the
segment market following the pandemic. The
Evidence of how UHNWIs and billionaires US$10 million-plus segment accounted
influence the global art market can be for 50% of impressionist, modern and
clearly seen by the number of works sold contemporary auction sales® in 2022,

in the US$10 million-plus segment over the up from 32% in 2020.
last eight years, with a particular surge in

Figure 6: Ultra-high end of the auction market (lots sold above US$10 million)
2015-H1 2023 (in US$ millions)

Source: ArtTactic. Analysis is based on impressionist, modern and contemporary auction data from Christie's,
Sotheby's and Phillips
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A INSIGHT:

In this section, we focus on the top end of
the art market, defined as artworks valued
above US$500,000. This is often regarded
as the “investable” or “blue-chip” end of the
art market and has been the art market
segment to which the art and finance
industry has directed most of its attention
so far. In 2022, 87.4% of total auction sales
of impressionist, modern, post-war and
contemporary art sold through Christie’s,
Sotheby’s and Phillips were priced in excess
of US$500,000.%8

However, it is important to bear in mind
that it only accounted for 11.4% of lots sold,
which means that the majority (88.6%) of

00 01 02 03 04

Auction market trends

artworks sold at auction mainly fall outside
the scope of this analysis. The art market's
strong concentration toward the top end
is both a blessing and a curse. On one
hand, it has allowed art and collectibles to
evolve into an alternative asset class with
products and services aimed at managing
these assets. On the other, it has created
significant inequities in the art market
between the 1% of artists controlling more
than three-quarters of total sales between
2015 and the first half of 2023.

This might explain the anemic growth
of the art market over the last 10 years.
We are currently facing a scenario where

05 06 07 08 09

a few artists’ markets are accumulating
disproportionately large amounts of the
wealth generated in today's art market,
leaving a relatively small share for 99% of
the remaining artists.

So, if we want the art market to grow and
direct more wealth toward supporting
artists, we need to look at the inherent
inequality that exists in the art market
today, and see how wealth could be more
evenly distributed to build a stronger and
more sustainable art sector.

Figure 7: Auction analysis: top collecting categories Sotheby's and Christie's 2000-H1 2023 (in US$ billions)

Source: ArtTactic. Analysis is based on public auction data from Christie's, Sotheby's and Phillips
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Auction market reached a peak in
2022, but economic uncertainty was
feeding into the market in the first
six months of 2023: Auction sales based
on the top-four fine art categories at
Sotheby’s, Christie's and Phillips peaked
in 2022, with a combined sales value of
US$10.2 billion, up 18.1% from 2021. The
10-year annual compounded growth

rate was +4.4%. Since 2012, annual sales
have fluctuated between US$5.7 billion
and US$10.2 billion, but the art market's
growth rates have not kept pace with the
growth of wealth accumulation over the
same period, as previously mentioned.
The first six months of 2023 show that the
four top categories saw a 31% drop in sales
compared to the same period in 2022—a
sign that economic and geopolitical
uncertainty is weighing in negatively on the
global auction market so far this year.

However, the transformation taking place in
top auction houses, which are introducing
new luxury collectibles and embracing
digital sales channels and emerging
formats, suggests that we may be at the
cusp of a new phase in the global auction
market, where other collectible categories
(see page 69) could start to claim a large
share of the global auction market going
forward.
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Figure 8: Christie's, Sotheby's and Phillips auction sales as a % of global auction
sales 2012-2022 (in US$ billions)

Source: ArtTactic and The Art Basel and UBS Global Art Market Report 2019 & The Art Basel and UBS Global Art
Market Report 2023
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Top three auction houses account for
more than half of the global auction
market: Top three auction houses account
for more than half of the global auction
market: Since the pandemic, Christie’s,
Sotheby's and Phillips have increased their
dominance in the global auction market,
accounting for 52% of public auction sales
in 2022, up from 45% in 2021 and 40% in
2020. This demonstrates the market power
held by the three auction houses in the
global art market, and how these houses
could potentially leverage their position to
change the art market.

Record year in 2022, but sales slowed
in the first half of 2023: Last year,
Christie’s, Sotheby's and Phillips achieved
a new record high for auction sales of
impressionist, modern and contemporary
art, reaching a total of US$7.54 billion,*
up 21% from 2021 and 123% from the
pandemic year of 2020. However, as
economic realities started to bite, the
auction market saw sales softening in

the first six months of the year, with a
year-on-year 31% decline in total sales for
these collecting segments. This decline

is particularly noticeable at the very high
end of the market, with a 50% drop-off in
sales of lots selling above US$10 million. So
far, 37 lots were sold above US$10 million
in the first half of 2023, accounting for
US$932.9 million. This compares to 75 lots
sold above US$10 million in the first half of
2022, accounting for US$2.06 billion.
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Figure 9: Auction trends: impressionist, modern and contemporary art®
2015-H1 2023 (in US$ millions)

Source: ArtTactic and based on auctions of impressionist, modern and contemporary art at Christie’s,
Sotheby’s and Phillips
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Bought-in rates remain historically Figure 10: Bought-in rates: impressionist, modern and contemporary art auction
low: Since the pandemic in 2020, bought- sales 2015-H1 2023

in rates (percentage of unsold lots) have Source: ArtTactic and based on auctions of impressionist, modern and contemporary art at Christie’s, Sotheby’s
been at a historic low. However, the first and Phillips

six months of 2023 saw bought-in rates on
the rise but remaining below pre-pandemic
levels. The lower bought-in rates since 2020
are due to a combination of higher levels of 29
auction guarantees during this period (see
page 78) and a higher withdrawal rate of
lots before and during auctions.
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Figure 11: Top end¢' of the market: number of artists by price segment

Source: ArtTactic and based on auctions of impressionist, modern and contemporary art at Christie’s, Sotheby’s
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More than 1,500 artists were selling
above the US$500,000 level: Although
1,538 artists featured at the top end of the
auction market (defined as artworks selling
above US$500,000) between 2015 and

the first half of 2023, there have been only
155 artists in the trophy segment (US$10
million-plus price segment) and 33 artists
selling above US$50 million since 2015.

Top 100 artists®2 accounted for more
than three-quarters of the total
auction value: The top 100 artists by
auction sales value generated a total of
US$36.2 billion, accounting for 76% of total
sales between 2015 and the first half of
2023. This illustrates how important this
group of artists (accounting for just over 1%
of the total artist population) is in driving
the overall market sentiment and auction
sales. The top five artists over this period
were: Pablo Picasso (US$3.2 billion), Claude
Monet (US$1.89 billion), Andy Warhol
(US$1.81 billion), Jean-Michel Basquiat
(US$1.62 billion) and Gerhard Richter
(US$1.18 billion).

Post-war and contemporary
generation of artists account for 55
out of the top 100 artists: Post-war
artists account for 26 of the top 100 best-
selling artists at auction®, followed by 29
contemporary artists (including young
contemporary). A total of 21 impressionist
artists featured in the top 100 artist
ranking, followed by 24 modern artists. In
terms of value, modern artists accounted
for 39% of the total sales value of the top
100 artists, followed by impressionist
artists (35%). Post-war artists accounted for
16% and contemporary artists for 11% of
auction sales value.
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Figure 12: Top 100 artists: auction sales (US$) and share of total auction sales
(in US$ millions)

Source: ArtTactic and based on auctions of impressionist, modern and contemporary art at Christie’s, Sotheby’s
and Phillips
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Figure 13: Top 100 artists: 2015-H1 2023

Source: ArtTactic and based on auctions of impressionist, modern and contemporary art at Christie’s, Sotheby’s
and Phillips
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Top 25 artists
by volume

(# lots sold)
2015-H1 2023

Source: ArtTactic and based
on auctions of impressionist,
modern and contemporary
art at Christie’s, Sotheby’s and
Phillipsps
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ARTIST CATEGORY OVERALL SOLD LOTS
Pablo Picasso Modern 1,703
Andy Warhol Post-war 1,292
Yayoi Kusama Post-war 980
Alexander Calder Modern 839
Marc Chagall Modern 688
Zao Wou-Ki (Zhao Wuiji) Post-war 667
Yoshitomo Nara Contemporary 662
Jean Dubuffet Modern 660
Gerhard Richter Contemporary 603
Lucio Fontana Modern 545
KAWS Contemporary 542
George Condo Contemporary 527
Bernard Buffet Post-war 481
Alighiero Boetti Contemporary 473
Sam Francis Post-war 464
Henri Matisse Impressionist 457
Damien Hirst Contemporary 4571
Pierre-Auguste Renoir Impressionist 449
Joan Miré Modern 441
Léonard Tsuguharu Foujita Modern 396
Raoul Dufy Impressionist 396
Henry Moore Modern 385
Salvador Dali Modern 384
Man Ray Modern 355
Jean-Michel Basquiat Contemporary 344
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OVERALL SALES VALUE

Pablo Picasso

Modern

3,264,457,295

Claude Monet

Impressionist

1,894,813,566

Andy Warhol Post-war 1,812,409,167
Jean-Michel Basquiat Contemporary 1,624,675,242
Gerhard Richter Contemporary 1,182,114,384
Francis Bacon Modern 955,874,937
Cy Twombly Post-war 846,567,249
Zao Wou-Ki (Zhao Wuiji) Post-war 804,148,477
Mark Rothko Modern 792,009,896
René Magritte Modern 765,007,677
Vincent van Gogh Impressionist 755,725,577
Alberto Giacometti Modern 750,212,736
Willem de Kooning Modern 723,541,376
David Hockney, R.A. Contemporary 702,495,669
Roy Lichtenstein Post-war 661,802,790
Amedeo Modigliani Modern 603,331,921
Alexander Calder Modern 601,832,683
Joan Miré Modern 525,395,518
Yayoi Kusama Post-war 505,782,985
Lucio Fontana Modern 500,796,739
Marc Chagall Modern 494,843,915
Paul Cézanne Impressionist 486,391,269
Jean Dubuffet Modern 453,111,068
Joan Mitchell Post-war 392,952,897
Henri Matisse Impressionist 389,068,337
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Top 25 artists
by auction value
2015-H1 2023
(in US$)

Source: ArtTactic and based
on auctions of impressionist,
modern and contemporary
art at Christie’s, Sotheby’s and
Phillipsps
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Post-pandemic price inflation at the
ultra-high end of the art market: The
evolution of the top 100 prices since 2015
shows the price inflation at the very top

of the market, with 43 of these prices
established since 2021, 13 in 2021, and
271in 2022. So far this year, we have only
seen three lots enter the top 100 rankings,
although among these top lots was Gustav
Klimt's Dame mit Fdchers, which sold for
GB£74 million (US$94.3 million, excluding
buyer’s premium). This shows that although
sales are lower than in 2022, there is still
collector demand for rare, top-quality
artworks by major artists.

Thirty-six artists account for the top
100 prices: A total of 36 artists accounted
for the 100 top prices achieved at auction
between 2015 and the first half of 2023.
Pablo Picasso accounted for 12 of these

Figure 14: Top 100 auction prices by year

top prices, Claude Monet (11 lots), Mark
Rothko (7 lots), Francis Bacon (7 lots) and
Andy Warhol (6 lots). Four out of the top
10 prices were set in 2022, with the record
price for Andy Warhol's Shot Sage Blue
Marilyn (1964) at US$170 million (excluding
buyer’s premium). This shows that only

a small population of artists have been
able to achieve these record prices and
highlights the strong concentration of
certain artists at the very top end of the
market.

The average price® of the 10 most
expensive lots sold at public auction
between 2000 and 2015 was US$106.3
million, compared to US$147.2 million for
the 10 most expensive lots sold between
2015 and the first half of 2023. This
demonstrates price inflation at the very
peak of the market.

Source: ArtTactic and based on auctions of impressionist, modern and contemporary art at Christie’s, Sotheby's and

Phillips
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Figure 15: Top 10 auction prices: 2015-H1 2023

Source: ArtTactic and based on auctions of impressionist, modern and contemporary art at Christie’s, Sotheby’s and Phillips

Artist Title Year Premium price  Year sold
Andy Warhol Shot Sage Blue Marilyn 1964 US$195 M 2022
Pablo Picasso Les femmes d'Alger (Version "O") 1955 US$179.4 M 2015
Amedeo Modigliani Nu couché 1918 US$170.4 M 2015
Amedeo Modigliani Nu couché (sur le coté gauche) 1917 Us$157.2 M 2018
Georges Seurat Les poseuses, ensemble (petite version) 1888 US$149.2 M 2022
Alberto Giacometti L'homme au doigt 1947 US$141.3 M 2015
Paul Cézanne La Montagne Sainte-Victoire 1890 US$137.8 M 2022
Pablo Picasso Fillette a la corbeille fleurie 1905 US$115 M 2018
Vincent van Gogh Verger avec cypres 1888 US$117.2 M 2022
Jean-Michel Basquiat Untitled 1982 US$110.5M 2017
Average price US$147.2 M

Figure 16: Top 10 auction prices: 2000-2014

Source: ArtTactic and based on auctions of impressionist, modern and contemporary art at Christie’s, Sotheby’s and Phillips

Artist Title Year Premium price  Year sold
Francis Bacon Three Studies of Lucian Freud 1969 US$142.4 M 2013
Edvard Munch The Scream 1895 US$1199 M 2012
Jasper Johns Flag 1958 US$110 M 2010
Pablo Picasso Nude, Green Leaves and Bust 1932 US$106.5M 2010
Barnett Newman Anna's Light 1968 US$105.7 M 2013
Andy Warhol Silver Car Crash (Double Disaster) 1963 US$105.4 M 2013
Pablo Picasso Garcon a la pipe 1904 US$104.2 M 2004
Pablo Picasso Dora Maar au chat 1941 US$95.2 M 2006
Mark Rothko Orange, Red, Yellow 1961 US$86.9 M 2012
Francis Bacon Triptych 1976 US$86.3 M 2008

Average price US$106.3 M
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Single-owner collection sales set a Si ng|e_o\/\/ner
new record in 2022: Total auction sales .
collections accounted

(including buyer's premium) reached a

record US$3.99 billion in 2022, surpassing for a record 30.9% of
the previous peak year of 2021 when

US$2.43 billion was sold (of which total auction sales at

US$1.62 billion came from the Paul G. Sotheby’gl Christie’s
Allen Collection, US$685 million from the

Macklowe Collection, and a further US$333 and PhI”IpS iﬂ 2022'
million from the Cox Collection). Single- up from 19.3% in 2021

owner collections accounted for a record .
0
30.9% of total auction sales at Sotheby's, and 6.8% in 2020.

Christie’s and Phillips in 2022, up from
19.3% in 2021 and 6.8% in 2020.

Figure 17: Single owner collections: auction sales (in US$ millions) 2016-H1 2023
(in US$ millions)

Source: ArtTactic and based on auctions of impressionist, modern and contemporary art at Christie’s,
Sotheby’s and Phillips
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In times of uncertainty, private sales

at auction tend to have an inverse
relationship with sales trends in the public
auction market, as sellers are warier of

the possibility of artworks failing to sell

in public auctions, and opt to keep these
transactions off-market. According to The
Art Basel and UBS Global Art Market Report
2023, during the pandemic, public auction
sales declined by 29% in 2020, while private
sales by auction houses saw a more than
40%5 increase (accounting for 15% of
overall auction house sales). Since the
pandemic, private sales have accounted
for a smaller proportion of the overall sales
(13% in 2021 and 12% in 2022), but the
total value of private sales reached US$4.1
billion in 2021 and US$3.8 billion in 2022.¢

Art.Private. is an innovative art platform
for private sales that launched in 2021.

PRIVATE SALES:

The platform is exclusively dedicated to
collectors who want to sell, buy and find
quality artworks securely, in complete
privacy and with transparency. Members
are carefully vetted before joining the
platform, and the platform charges a

fixed 10% commission on the selling

price. Confidentiality is key to the service
provided, and members are unable

to screenshot any content or transfer

any information like additional images,
documents or condition reports to external
parties. Negotiations and transactions

are held with Art.Privates.s team (and

not through algorithms), combining

both human expertise and advanced
technologies. Art.Private. currently focuses
on post-war and contemporary art, and is
keen to expand to other periods like the
19th century and the Old Master genre, for
example.

Figure 18: Global auction sales: Private sales vs. public auction sales (US$ billions)
Source: The Art Basel and UBS Global Art Market Report 2023
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AUCTION
GUARANTEE ANALYSIS®’

Auction guarantees reach new heights Figure 19: Auction sales: guaranteed vs. non-guaranteed sales value (in US$ millions)

in 2022, but are investors getting Source: ArtTactic and based on evening auctions of impressionist, modern and contemporary art at Christie’s, Sotheby’s
more cautious? Auction guarantee and Phillips
levels reached a new high in 2022, with
e 7,000 o 70%
US$3.65 billion in guaranteed value 63.8% 64.6% 65.0%
(based on hammer value) of lots in the
. — 6,000 60%
impressionist, modern and contemporary
segments sold during evening sales at
o , - : 5,000 50%
Christie's, Sotheby's and Phillips. This
was 18.9% higher than in 2021 and 128%
. . 4,000 40%
higher than the pandemic year of 2020.
Auction guarantees accounted for a record
. . 3,000 30%
64.6% of total evening sales value in 2022.
In the first six months of 2023, auction
s 2,000 20%
guarantees accounted for US$1.34 billion,
down 29.3% from US$1.89 billion for the 000 o
same period last year. However, 65% of ' ’
total evening sales value is supported by 0 0%
auction guarantees, demonstrating their ’
, i, 2015 2016 2017 2018 2019 2020 2021 2022 H1
importance for performance and stability 2023
at the high end of the fine art market. It is
evident that the auction guarantee market B Guaranteed sales (hammer)
acts as an “invisible hand” in the auction
) o [ ] Non-guaranteed sales (hammer)
market, and that the appetite for providing
=O— 0
guarantees will have a strong correlation Guarantees as a % of total hammer
to sales and performance going forward.
Higher interest rates and lower returns
on guarantees could adversely affect the Figure 20: Auction sales: guaranteed vs. non-guaranteed sales lots
market and the risk-return ratio. Source: ArtTactic and based on evening auctions of impressionist, modern and contemporary art at Christie’s,
Sotheby’s and Phillips
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Less profitability may indicate a
more cautious approach among
guarantors in coming months: Since
2021, the estimated profitability®® from
auction guarantees has been coming
under pressure, with estimated returns
on guarantees falling from 21.4% in 2021
t0 8.9% in 2022, and 9% in the first half of
2023. With interest rates on the rise and
inflation running close to double-digits,

it is questionable if the risk-return ratio

is sufficiently attractive to justify further
growth in the auction guarantee market in
the next 12 months.
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Figure 21: Auction sales: estimated return on auction guarantees

Source: ArtTactic and based on evening auctions of impressionist, modern and contemporary art at Christie’s,
Sotheby’s and Phillips
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Auction houses passing risks to third-
party guarantors:% From 2016 to the
first half of 2023, the majority (71%) of lots
sold with guarantees were offered with a
third-party guarantee, as opposed to 29%
of lots with an in-house auction guarantee.
The trend toward third-party guarantees
became particularly prominent after 2018,
and in the first six months of 2023, 82%

of lots with guarantees were offered by
third-party guarantors. This shows that the
guarantee market over the last five years
has been, and still is, actively supported

by external investors. These investors are
not only using the guarantee market as

an investment opportunity in itself, but
also as an effective mechanism to acquire
artworks at price levels they perceive as fair
value.

Auction guarantees by price segment
2016-H1 2023

The trophy art market accounted for
more than 60% of the guaranteed
sales value, but only 10% of lots are
guaranteed: The US$10-US$50 million
price segment accounted for 45.3% of
auction guarantee value (hammer price

of guaranteed lots) between 2016 and
the first half of 2023. The US$50-US$100
million segment accounted for 12.8% of
the total guaranteed sales value, with
guaranteed lots selling above US$100
million accounting for 4.4%. However, in
terms of lots sold, this ultra-high price
segment (@above US$10 million) accounted
for only 9.9%.value.

The US$500,000 to US$10 million
segment is the sweet spot for the
auction guarantee market: selling in
the US$500,000 to US$10 million range
accounted for more than a third (36.3%)
of guaranteed sales value between 2016
and the first half of 2023, and the majority
(53.6%) of guaranteed lots sold.

Almost two out of five artworks
guaranteed sold for below US$500,000:
Artworks sold for less than US$500,000
accounted for 37% of guaranteed lots
between 2016 and the first half of

2023. Despite this, artwork in the sub-
US$500,000 price range only accounted
for 1.2% of the total guaranteed sales value
(hammer price of guaranteed lots).

Figure 22: Auction guarantees by third-party vs. in-house guarantee

(in US$ millions)

Source: ArtTactic and based on evening auctions of impressionist, modern and contemporary art at Christie’s, Sotheby’s

and Phillips
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Artist population in the auction Figure 23: Auction guarantee value and auctions guarantees lots by price
guaranteed market: segment: 2015-H1 2023

Source: ArtTactic and based on auctions of impressionist, modern and contemporary art at Christie’s, Sotheby’s and
Only 12% of the artist population Phillips
is active in the auction guarantee
market: From 2016 to the first half of
2023, a total of 1,088 artists have had
auction guarantees at Christie’s, Sotheby's
and Phillips, accounting for 11.9% of the
total artist population during this period.
Guaranteed lots by these 1,088 artists
accounted for 53.7% of total auction sales
value from 2016 to the first half of 2023.
On an annual basis, there are an average
of 270 artists with guarantees, with 2022
seeing a record 389 artists with auction
guarantees.

Auction guarantee Auction guarantees

value by price segment
2015-H1 2023

lots by price segment
2015-H1 2023

The pool of artists with guarantees
narrows in 2023: In the first six months of
this year, 155 artists had lots with auction
guarantees (down from 210 artists in

the same period last year). These artists
accounted for a smaller 6.2% of the total B Above US$100M M US$10M-50M B US$TM-5M B Below US$500K

artist population selling at auction in the W US$SOM-100M M US$5M-10M B US$500K-TM
first half of 2023. The largest share (36.4%)
of these guaranteed lots (by number) were

based on artists in the contemporary Figure 24: Number of artists with auction guarantees
segment, followed by 27.7% of the lots in Source: ArtTactic and based on evening auctions of impressionist, modern and contemporary art at Christie’s,
the modern art segment. Sotheby's and Phillips

. 389
Women artists accounted for less 400

than a fifth of artists with guarantees:
Women artists accounted for 19.4% of the
total number of artists with guarantees 300
in the period between 2016 and the first
half of 2023. Only 18% of artists with

guarantees in the first half of 2023 were

women. In terms of guaranteed value, 200
women artists accounted for 6% of the
total guaranteed value, and 11.7% of lots
guaranteed from 2016 to the first half of 100
2023.
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Online sales slow after two years of
strong growth: According to the Hiscox
Online Art Trade Report 2023, online

sales in 2022 were up by an estimated 6%,
reaching US$10.8 billion. Although 2021
started with strong growth, online art sales
slowed significantly in the second half and
ended up at an estimated US$10.2 billion.”®
Online sales this year have slowed further,
and sales growth among the various

online platforms surveyed differed greatly,
signaling that the universal growth seen in
2020 and 2021 is no longer the case. The
online art market in 2022 accounted for
15.9% of all art sales, down from 16% in
2021.

With growth plateauing, it appears that
the online art market is finding itself back
at similar growth rates seen in 2019 (pre-
pandemic). The online art market could
become more susceptible to overall sales

D | ONLINE ART MARKET

trends in the art market, as the integration
of online sales as a mainstream method of
purchase within the overall art market is
becoming the new normal.

Challenging times ahead: According to
the Hiscox Online Art Trade Report 2023, only
58% of online platforms surveyed say they
remain positive about the online art market
in 2023, down from 97% in 2021. A smaller
number (16%) has a negative outlook on
the market (up from 3% in 2021), while the
remaining 26% take a neutral view of the
coming year. Consumer migration to online
buying seems to have reached a plateauy,
and it is unlikely that we will see online art
market growth deviate significantly from
the overall market going forward, as the
physical and online markets have now
become more entwined.

Figure 25: Online art sales (in US$ millions) and % of global art sales
Source: ArtTactic and Hiscox Online Art Trade Report,; The Art Basel and UBS Global Art Market Report 2023
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Industry consolidation more likely:
Over the course of 2020 and 2021, there
was significant investment into digital and
online platforms that would meet the art
and collectible industry’s needs to market
and sell products online. However, interest
in online purchases seems to be tapering,
and online art marketplaces now have
significant operating costs to balance with
less investor and collector demand. Players
in the online art marketplace have limited
access to financing, and some investors
want to liquidate their investments into the
sector, meaning 2023 may see an increase
in M&A activity. Seventy-one percent of
the online platforms surveyed’' expected
to see more consolidation taking place
over the course of 2023, compared to
64% who said the same in 2021. Looking
long-term, 65% of the online art platforms
surveyed believe the online art market
will consolidate over time, and ultimately
consist of one or a few online platforms
that operate at a global level—an increase
compared to 57% in 2021. The fear of an
outsider disrupting the online art market
has more or less disappeared, with

only 6% considering this a likely future
scenario, compared to 48% who said the
same in 2021. Half of the online platforms
surveyed said the online art market will
remain focused on collecting, with certain
platforms dominating specific collecting
segments (down from 59% who said the
same in 2021).7?

Global online-only auction sales
decreased by 32% in 2022, but the first
half of 2023 shows signs of recovery:
Online-only auction sales at Christie’s,
Sotheby’s and Phillips fell by a third in
2022, after experiencing a 41.2% hike
between 2020 and 2021. Total online-only
sales in 2022 came in at US$898 million,

00 01 02 03 04

05 06 07 08 09

Figure 26: Online-only auction sales at Christie's, Sotheby's and Phillips

(in US$ millions)

Source: ArtTactic based on online-only sales from Christie's, Sotheby's and Phillips
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compared to US$1.32 billion in 2021

and US$938 million in 2020. The drop in
online-only sales is likely due to the global
auction market moving back to in-person
and hybrid sales models, with higher-end
lots (that would sell through online-only
channels during the pandemic) now back
in physical, traditional auction formats.
However, the first six months of 2023 show
signs of resilience. Online-only auction
sales were down 9% in the first half of 2023
but accounted for a larger proportion of
the overall sales value. A total of US$358.3
million of online-only sales were generated

1,324
898
358
2021 2022 H1
2023

by Christie’s, Sotheby’s and Phillips during
the first half of 2023, with an increase in
the number of online-only auctions from
183 in the first half of 2022 to 194 in the
first half of 2023, and an increase in the
number of lots sold online from 21,647

lots in the first half of 2022 to 26,009 lots
in the first half of 2023. Lots sold through
online-only channels accounted for 49% of
total lots sold at auction in the first half of
2023 (compared to 42.4% in the first half of
2022), and 6.2% of total auction sales value
(compared to 5.5% in the first half of 2022).
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E | NFT MARKET TRENDS

After the non-fungible token (NFT) market
reached all-time-high trading volumes and
market capitalization at the start of 2022, it
dipped in value with the rest of the markets
due to economic headwinds. The market
stabilized in the latter half of 2022 and the
first half of 2023, with market capitalization
hovering around US$7 billion and monthly
trading volume (excluding wash trading)
around US$640M in the second quarter of
this year.
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At the NFT market's peak in January 2022,
there were over 300,000 first-time NFT
buyers and over 500,000 distinct buyers
across all chains. The market has been
relatively stable in mid-2023, with about
100,000 buyers purchasing NFTs for

the first time each month and monthly

returning buyers typically ranging from
120,000 to 200,000.

7//////////////////// Figure 28: NFT buyer analysis: total number of 7//////////////

”/ monthly first-time buyers and returning buyers //////
Analysis: Meta4 - Source: Meta4, Dune
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The top two NFT collections in the
ecosystem are CryptoPunks and Bored
Ape Yacht Club (BAYC), which were both
valued well above US$400,000 per unit
at their peaks. While the prices of both
collections have dropped since then, they
have stabilized at around US$100,000
(CryptoPunks) and US$60,000 (BAYC).

The falling values of key NFT collections
have dented confidence among NFT buyers
and investors, and could mean there is
more negative news in the pipeline for the
NFT market this year. The cautious mood
around NFTs was also evident in this year'’s
survey of different art market stakeholders.
While 25% of collectors surveyed in 2021
said they were interested in investing in
NFTs, this dropped to 14% in this year'’s
survey. This sentiment was also echoed
among wealth managers, with only 10%
saying this was an investment product of
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interest to their clients, down from 33% in
2021.

We are, however, starting to see new
applications of NFTs in the art market

Figure 29: Price evolution and monthly trading volume

of CryptoPunks and Bored Ape Yacht Club (BAYC)
Analysis: Meta4 - Source: Meta4, OpenSea

Nov 2022

beyond the trading and investment aspects

that have largely dominated the discourse
over the last three years. Firstly, it has
opened up a new market for native digital
artists who have found a way to get paid
for their work and to build and grow their
collector base. For collectors, NFTs offer
the benefits of ownership titles of digital
artworks and the opportunity to buy and
resell these artworks in an open market.

We are also seeing the increasing
involvement of the traditional art world
when it comes to building new use cases
for NFTs. The Jackson Pollock Studio, which
showcases some of the famed painter’s
work in his last home, released an NFT
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collection’ alongside Web3 art collective
Iconic Moments. The project was titled
“Beyond the Edge,” and the collection is
made up of four different perspectives of
the studio floor where Pollock produced
much of his artwork, which is covered

in paint in the artist’s typical style. The
collection incorporates elements from
some of Pollock’s most recognized
paintings, including Number 3, Blue Poles
and Convergence.

Other acclaimed artists have launched
similar NFT projects, notably Damien Hirst,
who released a limited collection of NFT
spot paintings called The Currency. The
caveat? Collectors had to decide if they
would destroy either the physical artwork
or burn its digital version after a twelve-
month period.



The growing interest in NFTs linked to
physical artworks shows that NFTs are
finding applications beyond digital art.
Physical NFTs are digital tokens linked to
real-world assets and are often used to
prove ownership over artworks, property
deeds, and other assets. There are usually
two components behind physical NFTs: the
digital one stored on the blockchain and
the physical one you own.”*

Blockchain technology that allows for the
authentication of physical NFTs is now
commonplace and widely used. However,
itis increasingly applied to other areas,
such as enhancing a consumer’s overall
experience and elevating in-person
interaction with a brand. In particular,
luxury brands are frontrunners when it
comes to utilizing NFTs as access or utility
tokens as a way to create more rapport
between a product and its audience, for
example.”> A similar development is likely to
take place in the art market going forward.

Thanks to the following article, we
explore new frontiers. Art always tests
new dimensions and stimulates new
dialogues.

PIXEL BLOCK
© JONATHAN PRINCE
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Where art, science,
space and tech meet

Interview with Mariam Brian, CEO of Holo Art

y name is Mariam Brian, CEO

and Founder of Holo Art, where

we believe the unification of
art and science results in exponential
innovation. Our focus is on space
innovation, art, science and emerging
technologies. We are defining the future
of creativity with state-of-the-art tools
and processes.

What is Holo Art’'s mission,
and what makes it unique? What are
the milestones and current status?

Holo Art's mission is to make large-scale,
meaningful impact in the world. As a

new frontier, we explore space at the
edges of human-machine adaptations

with new technologies, cutting through
noise to provide trusted leadership, and
reintroducing art-based principles into
spatial discourse. We elevate the role of
artists in society and redirect our collective
gaze toward truth, beauty and wisdom. This
tech-savvy approach is necessary to reach
younger generations who perceive the
world very differently.

Our team has participated in over 30 space
missions and advised SXSW, Burning Man
and leaders in ethical Al, who are shaping
global governance policy and stand at the
frontiers of their respective disciplines in
art, science and technology. This means we
can speak to the neuroscientific, cultural,
historical, financial, and scientific aspects

of various initiatives with rare leverage
to fast-track creativity and innovation in
global markets. Our success is a result of
intentional processes to build deep trust
and uphold a shared set of values that
guide humanity’s evolution.

This is a counterculture narrative in
response to the devolution and dilution

of artin the attention economy, where
narrow marketing transforms our aesthetic
antennae. The brilliance of artis that itis a
conduit for “envisioning.” We do not have to
fear our own humanity in the technical age,
and there is no dualistic choice between
dystopia and utopia. We can find measured
optimism in a “middle” way, and succor
humanity to tap into our creative genius as
a species—reimagining an aspirational and
hopeful future with far-reaching impact.

At Holo Art, we incubate exponential
creativity based on the holographic
principle. What starts as impossible science
fiction drives tomorrow’s technological
advances. At its core, it is artistic
imagination that drives science fiction.

With a return to renaissance polymathy,
we are upgrading and advancing integral
capacities and iterative, generative
STREAM disciplines that combine Science,
Technology, Resilience/Reading/Recreation,
Engineering, Art, and Mathematics.

The Interplanetary Holo Art Space Station
(IHASS) includes a “Holo Art Laboratory”—a
futuristic Holo Deck Holo Ship, like hi-tech
Florentine squares of the Renaissance—
that enables people from around the world
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to meet in an ultramodern playground to
play and experiment with new technologies
with unbridled curiosity. We need to
elevate our art-making processes and learn
how to co-create together at scale. As one
six-year-old said, “l am practicing art so |
can get good at it because | want to be a
scientist.”

The Holo Art team comprises 72 renowned
artists and advisors with past and current
shows at Art Basel, the Venice Biennale,
and other notable events in the art

world. We now have a global reach of

over 30 countries at the highest levels

of influence. The team holds over 330
patents combined, and we are working
with “never before” released proprietary
technology. This uniquely positions us as a
global, creative hub exploring the frontiers
of art and science. As a for-profit venture,
we translate concepts across specialties
that result in unprecedented innovation,
business development proposals, and far-
reaching impact across different fields.

The team is a curation of thought leaders
and pioneers at the frontiers of art,
telecommunications and quantum internet
aerospace engineering, neuroscience,
neurotechnology, Al ethics, global finance
and law, quantum physics, generative

Al, and satellite spatial computing. This
array of stellar expertise, coupled with

our roster of respected and seasoned art
patrons, front-line cultural shapers, smart
cities, guantum futures partners, has
resulted in exponential growth and interest

The brilliance of artis
that it is a conduit for
‘envisioning.”

from galleries, museums, and private
organizations around the world.

Holo Art officially launched with a NASA
astrophysicist, Dr. Matthew Greenhouse,
from the Goddard Space Flight Center
showcasing the art and science behind
the James Webb Space Telescope and
galaxy formation. We also had a seminal
Artin Space collection beamed back

to Earth from the International Space
Station. The collection included pieces
from all five continents, indigenous artists,
and children. We are now concluding

a bleeding-edge public global dialogue
series while developing our laboratory and
original STREAM education ecosystem.

You collaborate with partners like
NASA, ISS and the UN. How do they
contribute to the project, and why do
they supportit?

Yes, we are blessed to be collaborating
with many notable organizations. Our Art

in Space collection was sent to the ISS with
NASA's SpaceX Cargo Mission as a creative
payload. Our global dialogues included

a ground-breaking, world-first talk by

the Head of Innovation at CERN about a
Standard Model for Creativity.

We have partnered with the Institute of
Electrical and Electronics Engineers' (IEEE)
Global Al Standards Committee to co-host
a series of Future of ARTificial Intelligence
panels specifically for family offices.

This series probes the impact of digital
identities, privacy and regulation related to
investments, banking, healthcare, FemTech,
and quantum computing in cybersecurity.
Other partners include Unanimous Al,
NeuroTracker, BCl Pioneers Coalition, and
Project Eternity. We support international
foundations like Girls in Quantum to
cultivate the next generation of visionaries
and collaborators.

We believe our partners see the substance
and value of what we offer; the future
of every single discipline on and off the




planet depends on art, creativity, and the
cultivation of the imagination, collaboration
and new perspectives. Throughout history,
art revolutions have typically preceded
scientific revolutions, and we are ushering
in the quantum paradigm. This requires a
shift in how we perceive ourselves, each
other, and our world.

Our partners see our impact, buy into

our long-term vision, and want to connect
with the top—they want to be part of this
moment in history. Referencing an African
proverb, our partners know, “If you want
to go fast, go alone. If you want to go far,
g0 together.” We are aiming for beyond the
Moon, to Mars and beyond, and we can do
that with Ubuntu.

Is Holo Art a global social-cultural
impact project? How do you intend to
measure its impact?

Our goal is to make a meaningful impactin
the world. We aim to showcase how a more
peaceful global coexistence is possible

in the co-design of civilization building,
both on and off the planet. This means
reimaging art itself and the telos of the
human species. The future of art will be
collective creative intelligence.

We can measure our impact to date by the
caliber of our team, speakers and partners.
We have been featured in an Associated
Press global space innovation video and
invited to join “Quantum Science” panels
with senior NASA scientists, and keynotes
at web3 conferences in Paris. We are also
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looking forward to future collaborations
with avant-garde movements.

The Head of Innovation at CERN

shared that “"Holo Art is a solution for
humanity,” and Bill Viola's wife Kira said,
“Holo Art is essential.” These humbling
encouragements affirm we are on a
substantial path. With the visionaries we
have on board, we believe artists can (and
have a responsibility to) guide humanity’s
gaze toward topics of great importance.
This is the poetic nature of elevating
consciousness at scale.

renaissance or “rebirth” summons us to
focus our collective efforts on highlighting
and appraising beauty, truth, and wisdom.
In a way, we are working on building a post-
Renaissance civilization to invite collective
enlightenment. Designing culture on and
off the planet is fun, serious play with high
yield and high impact, as culture drives
spending in every single industry.

A global ecosystem is emerging with

space as the final frontier, a gateway to
new worlds and cosmic possibilities. This
economy is forecast to exceed 1 trillion US$

The future of art will
be collective creative

intelligence.

What s in it for the de Medicis of the
XXl century?

Our unique value proposition is

investing in the future. Helping own a
piece of art history. Leaving a timeless
legacy for all of humankind. As we face
unprecedented complexity, accelerated
pace of data generation and technological
advancements, we are living in a time

of science fiction realities. A modern

over the next few years, coupled with an
art economy already exceeding 1 trillion
US$. The global marketing economy is
estimated to be over 2 trillion US$. To
steward this mammoth 4 trillion US$
opportunity, we need to balance ego, greed
and vanity with pious servitude, virtue and
grace. The juxtaposition of who we are and
what it means to be a decent human being
means stretching to engage with strategic
foresight about the world we are designing
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now and for generations to come. Multi-
generational succession planning is the
fruit.

In addition, building brand trust will be
paramount for safe space travel and loyal
space tourism. Ethics will play a huge role in
the future, as a design team that does not
cut corners will be the difference between
life and death in space. The de Medicis

of our time will understand this premise
intuitively and viscerally, concretizing their
place in space history and shaping the
future of humanity for the benefit of all

and the greater good. They will bequeath a
valuable, priceless inheritance of designing
type 1 future civilizations for our children : r !
and their grandchildren, both on Earth and : p et oy P - Loy —_— P = =C
in space. They have the power, will, and ) ; o 1 : ; - |
vision; the time is ripe now.

Art, science and space are for everyone.
At the intersection of these fields, the
de Medicis of the 21st century grasp
the importance of such a responsibility
and will sculpt the architecture of this
new landscape, an exciting frontier

of our cosmos and the evolution of
humans toward Homo Planetarium,
Homo Imaginaritius. As Albert Einstein
posited, “The most beautiful thing we can
experience is the mysterious - it is the
source of all true art and science.”

BORE BLOCK TAIPEI
© JONATHAN PRINCE
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F | ART MARKET OUTLOOK 2024

Art market confidence deteriorates Higher inflation, rising interest rates This is in line with the International
in the face of continued economic and stagnant growth continue to weigh Monetary Fund's (IMF) April 2023 World

uncertainty negatively on the economic component Economic Outlook Update,’® which projects
of the ArtTactic Art Market Confidence growth will fall from 3.4% in 2022 to 2.8%
After a sharp fall in the ArtTactic Confidence  Indicator. However, while still in a deeply in 2023, before settling at 3% in 2024.
Indicator’® in July 2022, the majority of pessimistic territory, the economic Advanced economies are expected to
survey respondents have continued to indicator has risen from 18 in February see an especially pronounced growth
take a negative view of the contemporary 2023 to 23 in July 2023, with more slowdown, from 2.7% in 2022 to 1.3% in
art market in the second half of 2023. The respondents believing the economic 2023. Global headline inflation is projected
current reading came in at 24,”” down 25% situation could stabilize this year. to fall from 8.7% in 2022 to 7% in 2023 as

from February 2023. A reading below 50
signals there is more negative sentiment
than positive in the current art market.

a result of lower commodity prices, but

underlying (core) inflation is likely to decline
more slowly.”

Figure 30: ArtTactic Confidence Indicators (Economic, Primary Art Market and Auction Market)
Source: ArtTactic
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Neutral-to-negative 12-month art
market outlook could mean that the
market is settling at lower levels

59% of art market experts surveyed believe
the art market will remain flat over the next
12 months, and sales will settle at lower
levels already seen in the first six months of I
the year. However, 28% believe there will be
further downside in the art market over the
coming year, while 13% believe the market
has reached its bottom and will recover in
the coming months.

TORUS 340
© JONATHAN PRINCE

Figure 31: ArtTactic Confidence Survey: art market direction in the next 12 months
Source: ArtTactic
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Confidence is deteriorating across all
price segments

The ArtTactic's confidence indicators have
weakened across all price segments since
February 2023, with particularly low levels
of confidence in the mid-market segment,
or artworks priced in the US$100,000-
US$500,000 range. Although the majority
of respondents remain positive about the
US$1 million-plus segment, the indicator
has fallen 26% since February 2023, which
means even the top end of the art market
is feeling the uncertainty. This is already
evident in the lower levels of supply of
US$1 million artworks in the first half of
2023 (see Figure 32).

EZIIIXIM Wealth and the global art market

Although the majority of
respondents remain positive about
the US$1 million-plus segment,

the indicator has fallen 26% since
February 2023, which means even
the top end of the art market is
feeling the uncertainty.

Figure 32: Art market confidence by price segment

Source: ArtTactic
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breakdown

® ® B

GLOBAL UNITED UNITED EUROPE
TREND STATES KINGDOM
Real GDP growth 2022* 3.5% 2.1% 4.0% 3.5%
Real GDP Growth Trend +/-* Negative Negative Negative Negative
-
S3
owgq HNWI wealth growth
-3.6% -7.4% -1.1% -3.2%
22 R 2021t02022%+ . : . 5
o
7 Real GDP growth outlook
ea
.809 1.00% 1.00% 1.50%
2024% 2.80% 00% 00% 50%
S x Fcoomicoationlcerenc Neutral Negative Positive Positive
S0«  (2023vs.2000¢ g
3= §
o> Wealth outlook 2027 (5 year growth
(v) 57% 47% 49Y% 47%
w O in UHNWI population)*** > ° : :
Art market modern and contem-
4,294 25, 7l 191
porary sales 2022 (US$ million)
2
| Market share % . . = 0
g g 8 in 2022 100.0% 63.3% 18.1% 4.4%
= =9
=) Art market sales growth
o 19.0% 23.4Y% 30.7% -3.0%
= = 2021 to 2022 $ ; ° 3
5-year sales CAGR 0
.6% 1% 2% 9%
(2017-2022) 0.6% 0.1% 0.2% 0.9%
= - Art Market @ UP: 20% D UP: 31% D UP: 7% @ UP: 15%
4 O FLAT: 41% O FLAT: 32% © FLAT: 45% © FLAT: 39%
O Outlook 2024 : : : :
3 < DOWN: DOWN: DOWN: DOWN:
- =
D = = : :
o : Trend Neutral Positive Negative Negative

* Source: IMF World Economic Outlook, July 2023 ** Source: Capgemini World Wealth Report 2023 and complimented by Knight Frank Wealth Report 2023
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CHINA JAPAN AND MIDDLE SOUTH LATIN SOUTHEAST AFRICA
SOUTH KOREA EAST ASIA AMERICA ASIA
3.0% 1.1% 5.3% 6.8% 4.0% 5.5% 3.9%
Negative Negative Negative Negative Negative Negative Negative
-2.7% -3.6% and -7.1% 1.5% 4.5% 2.1% 3.5% 1.6%
4.50% 1.00% 3.20% 6.30% 2.20% 4.50% 4.10%
Positive Negative Positive Positive Positive Neutral Positive
100% 15.5% and 92% 82% 108% 48% 75% 23%
117 148 18 120 125 45 35
2.7% 3.4% 0.4% 2.8% 2.9% 1.0% 0.8%
-33.1% 36.7% -11.0% 7.0% 49.0% 45.0% -5.0%
5.1% 5.2% -10.8% 14.1% 11.7% -2.4% 4.8%
@ UP: 33% @ UP: 27% @ UP: 25% @ UP: 12% @ UP: 16% @ UP: 12% @ UP: 26%
© FLAT: 29% © FLAT: 41% O FLAT: 51% © FLAT: 41% O FLAT: 44% © FLAT: 48% © FLAT: 36%
DOWN: DOWN: DOWN: DOWN: DOWN: DOWN: DOWN:
Neutral Neutral Neutral Negative Negative Negative Neutral

*** Knight Frank Wealth Report 2023
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Regional profiles

UNITED STATES UNITED KINGDOM
Economic and wealth Modern and contemporary Economic and wealth Modern and contemporary
indicators art market* indicators art market*
HNWI wealth population Auction sales in 2022 HNWI wealth population Auction sales in 2022
(thousands) 2022 (US$ million) (thousands) 2022 (US$ million)
25173 US$2.7 billion 2,857 US$775.5 million
HNWI wealth Sales growth 2021-22 HNWI wealth Sales growth 2021-22
population growth 2027 23.0% population growth 2027 31.0%
46.5% 48.5%
Real GDP growth 2022 Global market share Real GDP growth 2022 Global market share
2.1% 63.3% 4.1% 18.0%
GDP growth Art market @ yp:31% GDP growth Art market @ yp: 7%
outlook 2024 outlook 2024 © FLAT: 32% outlook 2024 outlook 2024 © FLAT: 45%
1.0% DOWN: 1.0% DOWN:
10-year CAGR (2010-2020) 10-year CAGR (2010-2020)
4.8% 0.2%
Auction sales in US$ Auction sales in US$
2,717 M
2,512M 1,170 M
2,326 M
2201 M 849,071 K
777,530 K
736,111 K
1,765 M
594,811 K
437,844 K
1,022 M I
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023
(H) (HY)
Auction sales in the world's largest art market grew by 23% in Despite Brexit and the economic uncertainty of 2022, the
2022. However, sales slowed in the first half of 2023, and 37% UK art market experienced a healthy auction sales growth of
of experts believe the US art market will fall further. 31%. However, a weaker sales performance in the first half

of 2023 has dampened the short-term outlook, with 49% of
experts believing the market will likely drop further in the
next 12 months.
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EUROPE

CHINA

Modern and contemporary
art market*

Economic and wealth
indicators

Economic and wealth
indicators

Modern and contemporary
art market*

HNWI wealth population Auction sales in 2022

(thousands) 2022 (US$ million)

18,929 US$191.6 million
HNWI wealth Sales growth 2021-22
population growth 2027 -3.0%

46.5%

Real GDP growth 2022 Global market share

3.5% 4.0%

GDP growth Art market @ yp: 15%
outlook 2024 outlook 2024 & FLAT: 39%
1.5% © DOWN: 46%

10-year CAGR (2010-2020)
6.2%

Auction sales in US$

251,317 K
220,256 K
197,620 K 191,606 K
144,330 K
I 58,246 K
2018 2019 2020 2021 2022 2023

(H1)

While the European art market witnessed a 3% drop in
modern and contemporary sales during 2022, auction sales
in locations like Amsterdam, Zurich, Geneva and Milan grew
in the first half of 2023. Still, only 15% of experts predict a
positive outlook for the market in the next 12 months.

HNWI wealth population
(thousands) 2022
10,388

HNWI wealth
population growth 2027
100.4%

Real GDP growth 2022
3.0%

GDP growth
outlook 2024
4.5%

10-year CAGR (2010-2020)

-0.6%
Auction sales in US$

Auction sales in 2022
(US$ million)
US$116.7 million

Sales growth 2021-22
-33%

Global market share
3.0%

Art market @ yp: 33%

outlook 2024 © FLAT:29%
© DOWN: 38%

174,507 K

165,471 K

135,063 K

118,841 K

2018 2019 2020

116,741 K
61,406 K

2021 2022 2023
(HT)

China's strict lockdown policies during the COVID-19
pandemic negatively affected its contemporary art market in
2022. However, 45% of experts believe the market will stay at
current levels in the coming 12 months, while 39% believe the
market will strengthen over the same period.
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®

Regional profiles

MIDDLE EAST

Economic and wealth
indicators

Modern and contemporary
art market*

HNWI wealth population Auction sales in 2022

(thousands) 2022 (US$ million)

1,006 US$18.0 billion

HNWI wealth Sales growth 2021-22
population growth 2027 -11.0%

82.4%

Real GDP growth 2022 Global market share

5.4% 0.4%
GDP growth Art market @ yp: 25%
outlook 2024 outlook 2024 © FLAT: 51%
3.2% DOWN:
10-year CAGR (2010-2020)
5.1%
Auction sales in US$
26,408 K
22,600 K
20,087 K
17,974 K
16,554 K
I I 9,213 K
2018 2019 2020 2021 2022 2023

(HT)
Auction sales of modern and contemporary art slowed

in 2022, experiencing an 11% decline. Most experts (51%)
believe the market will level out from here.

100

SOUTH ASIA

Economic and wealth
indicators

HNWI wealth population
(thousands) 2022**

797

HNWI wealth
population growth 2027
107.8%

Real GDP growth 2022
7.2%

GDP growth
outlook 2024
6.3%

10-year CAGR (2010-2020)

Auction sales in US$

2018 2019 2020

Modern and contemporary
art market*

Auction sales in 2022

(US$ million)
US$120.0 million

Sales growth 2021-22
7.0%

Global market share
3.0%

Art market @ UP: 12%
outlook 2024 © FLAT: 41%
DOWN:

2021 2022 2023
(HT)

While the South Asian art market grew in 2022,
experts retain a neutral-to-negative outlook in the

coming 12 months.
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SOUTHEAST ASIA

LATIN AMERICA

Modern and contemporary
art market*

Economic and wealth
indicators

Economic and wealth
indicators

Modern and contemporary
art market*

HNWI wealth population Auction sales in 2022

(thousands) 2022 (US$ million)

2,642 US$44.6 million

HNWI wealth Sales growth 2021-22
population growth 2027 -45%

75.4%

Real GDP growth 2022 Global market share
5.5% 1.0%

GDP growth Art market @ yp: 12%
outlook 2024 outlook 2024 © FLAT: 48%
4.5% © DOWN: 40%

10-year CAGR (2010-2020)
1.8%

Auction sales in US$

52,541 K
44,610 K
30,670 K
18,702 K
15,584 K
I 12,838 K I
2018 2019 2020 2021 2022 2023

(H1)

Southeast Asian auction sales were up 45% in 2022.
However, most experts take a negative-to-neutral view of
the market's outlook for the next 12 months.

HNWI wealth population Auction sales in 2022

(thousands) 2022 (US$ million)

1,120 US$125.0 million
HNWI wealth Sales growth 2021-22
population growth 2027 49.0%

48.5%

Real GDP growth 2022 Global market share
3.9% 3.0%

GDP growth Art market @ yp: 16%
outlook 2024 outlook 2024 © FLAT: 44%
2.2% © DOWN: 40%

10-year CAGR (2010-2020)
4.3%

Auction sales in US$

125,009 K
83,925 K
74,880 K
63,056 K 62,672K
I I 40,127 K
2018 2019 2020 2021 2022 2023

(H1)

After years of modest growth, Latin American auction sales
grew by 49% in 2022. However, experts do not believe this
growth will continue over the next 12 months, with only 16%
predicting the market will improve in this period.




ART & FINANCE REPORT 2023

@ I Wealth and the global art market

Regional profiles

JAPAN AND SOUTH KOREA

Modern and contemporary
art market*

Economic and wealth
indicators

HNWI wealth population Auction sales in 2022

(thousands) 2022 (US$ million)

3,714 US$148.8 million
HNWI wealth Sales growth 2021-22
population growth 2027 37.0%

31.9%

Real GDP growth 2022 Global market share
1.0% 3.0%

GDP growth Art market @ yp:27%
outlook 2024 outlook 2024 © FLAT: 41%
1.0% DOWN:

6-year CAGR (2010-2020)

Auction sales in US$

2018 2019 2020 2021 2022 2023
(H1)

South Korean and Japanese modern and contemporary art
sales increased by 37% in 2022. However, experts have a
cautious outlook for 2024—34% believe the market will remain
around current levels, 38% expect the market to decline, and
28% predict the market will go up in the next 12 months.
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AFRICA

Economic and wealth
indicators

Modern and contemporary
art market*

HNWI wealth population Auction sales in 2022

(thousands) 2022 (US$ million)

134 US$35.4 million
HNWI wealth Sales growth 2021-22
population growth 2027 -5.0%

23.1%

Real GDP growth 2022 Global market share
3.9% 1.0%

GDP growth Art market @® UP: 26%
outlook 2024 outlook 2024 © FLAT: 36%
4.1% DOWN:

10-year CAGR (2010-2020)
30.5%

Auction sales in US$

37,168 K
34380 K 34.875K 35.406 K
28,772 K
I 13,459 K
2018 2019 2020 2021 2022 2023

(H1)

After years of strong growth, African auction sales in

2022 were down 5% year on year. The 12-month outlook
is unclear, as only 26% of experts believe the market will
strengthen, compared to 39% predicting the market could
weaken further.
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Japanese art scene

trends 2023

Excess funds from monetary

1 easing are flowing into the
@® art ma