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A clearer picture of what
blockchain can (and can't)
do for the market

BY SCOTT REYBURN

How does one invest in art without go-
ing through the complications of buving
and owning an actual artwork?

That is the guestion behind financial
products for investors attracted by soar-
ing art prices but intimidated by the
complexity and opacity of the market. It
is why art funds were all the rage in the
early 2000s, and why new variations
continue W emerge.

At the same time, entreprensurs are
trying to iron out the archaic inefficien-
cies of the art world with new types of
financial products, particularly the se-
cure ledgers of blockchain, While the
technology is best known as the basis of
cryprocurrencies like Bitcoin, its prom-
ise of transparency could transform sec-
tors like banking and insurance and,
SO say, art.,

“More transparency equals mare
trust, more trust equals more transac-
tions, more transactions equals strong-
er markets,” Anne Bracegirdle, a spe-
cialist in the photographs department at
Christie's, said on July 17 at the auction
house's first Art & Tech Summit, dedi-
cated to exploring blockchain,

According to Ms.  Bracegirdle,
blockchain’s decentralized record-keep-
ing could create a “more welcoming art
ecosystem” in which collectors and pro-
fessionals routinely verify the authen-
ticity, provenance and ownership of art-
works on an indostrywide registry se-
curely situated in the cloud.

Hers was one of the more utopian vi-
sions put forward by the roughly 30 pan-
elists at Christie's daylong conference,
however. There was plenty of skepti-
cism on offer

Sébastien Genco, a blockchain spe-
cialist at the auditing and financial serv-
ices company Deloitte, said the percent-
age of global investment in this technol-
opy that related to art represented “al-
most nothing,.”

Mr. Genco, in his talk at the Christie’s
event, titled “Why the Art World Wasn't
Ready for Blockchain” cited the art
world's slow embrace of technology, lim-
ited collaboration, lack of trust in a
process that is not fully understood, and
costs as some of the reasons blockchain

the art tracde. But that could change, he
said. “We just need 1o educate people.”

As the Christie’s event progressed, a
clearer picture emerged of what
blockchain could and could not (vet) do
foi the art world. The rechnology’s po-
tential for verifying provenance, au-
thenticity and ownership was widely
cited by speakers and attendees,

“1 see the benefit for my clients in
terms of reliabilicy of information,” said
Harco van den Oever, chief execurive of
Owerstone, a London-based company
providing specialist services to banks
that issue art-secured loans.
“Blockehain is a secure database. I can't
rely on a plece of paper”

And blockchain has already proved o
be a game-changer in one important
aren of growth, according to those at the
Christie's event: art in digital forms.

“Digital art is a computer file that can
be reproduced and redistributed infin-
itely, Wheres the resale value?" John
Lottler, president of Rare Art Labs, a
company building a platform for eryp-
tocurrency art sales, said at the event.
Blockchains proof-of-ownership tech-
nology, combined  with  blockchain-
based  cryprocurrencies  such  as
Ethereum, have resulted in the “inven-
tion of scarcity” and a stronger market
for digital art, he said.

Sales that attest to the viability of this
market include the equivalent of $14,000
for one of the 10,000 characters created
by the New York-based CryptoPunks,
with proof of ownership stored on the
Ethereum blockchain, There are also
CryproKitties, tradable virtual felines
that have attracted more than 250,000
registered users and more than 325 mil-
lion in transactions,

For other art and technology experts,
“tokenization” — using the value of an
artwork to underpin tradable digital to-
kens — is the way forward. *Blockchain
represents a huge opportunity for the
size of the market," said Niccold Filippo
Veneri Savoia, founder of Look Lateral,
a start=up looking to generate cryp-
tocurrency trading in fractions of art-
works,

“1 see moare transactions,” added Mr.,
Savoia, who pointed out that tokens rep-
resenting a percentage of an artwork
could be sold several times a year. * The
crypro world will bring huge liguidity”

But the challenge for rokenization
ventures such as Look Lateral is finding
works of art of sufficient quality to hold
their value after being exposed to frac-
tional trading. The art market puts a
premivm on “blue chip” works that have
not been overtraded, and these tend to

New junctures for art and technology

_ had yet to have a significant impact on

e bought by wealthy individuals, not by
fintech start-ups,

With so much attention focused on
such technological endeavors, the emer-
gence of a new fund mighe seem like a
blast from the art finance past. Bui
that's what we have in the recently and
very discreetly introduced UTA Brant
Fine Art Fund, devised by the seasoned
Mew York collector Peter Brant and the
Linited Talent Agency in Los Angeles,

The fund aims to invest 3250 million in
“bes-in-class” postwar and contempo-
rary works, according to the prospectus,
using the expertise of a management
team that consists of Mr BErant; Jim
Berkus, a co-founder of the ralent
agency, who 15 also a collector; and
Joshua Roth, who leads the agency's
fine arts division. It has a target hold pe-
riod of five to seven years, the prospec-
s says, and the minimum investment
is 51 million.

Moah Horowitg, in his 20011 primer,
“Art of the Deal: Contemporary Art in a
Global Financial Market listed 36
funds that had been introduced since
2000, of which ar least 20 had folded by
the end of 2009, High-profile failurves like
Fernwood Art Investments in the
United States and the Osian Art Fund in
India rattled confidence in the model of
fixed-term art investing, and few new-
comers have been entering the sector

Those that do, like the UTA Brant
fund, have tweaked the model. Echoing
recent strategies of the London-based
Fine Art Group, formerly known as the
Fine Art Fund, this latest venture plans
to use auction guarantees both to gener-
ate  additional revenue and to buy
works, depending on the performance of
pleces at auction.

Mr. Brant’s personal art transactions
of at least ST50,000 from 19496 10 2006 had
a gross annual return of 192 percent, the
fund’s prospectus says, outperforming
the Standard & Poor's 500-stock index
for the period.

Mr. Brant declined to comment on the
fund, as did the United Talent Agency,
citing Securities and Exchange Com-
mission guidance regarding private of-
ferings.

But funds, tokenization and digital art
are all investments that don’t give in-
vestors anything to hang on their walls.

"We should never forget that in the
center of it all is artists” Hans-Ulrich
Obrist, artistic director of the Serpen-
tine Galleries in Londan, said in the con-
cluding panel of the Christie's confer-
Brce,

Whether driven by fintech or funds,
today's finance-driven art world makes
it guite easy to forget that.



