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Thoroughbred horse auctions have become a staple of the racing industry. There are regional sales designed to offer horses to those owners looking to race in a specific state or region and national sales. The national sales offer horses to owners of any and all states and regions.  Generally it is the national sales that offer the horses with the top pedigrees and greatest potential.

When going to one of the regional or national sales, buyers must first determine the amount of money they want to spend.  Two important factors in determining this are the quality of the horse and where he/she wants to race.  An additional factor that people may consider is return on investment. When purchasing a horse the buyer should decide if the horse is an investment, which will earn money, or as a means of entertainment.  If the horse is purchased as an investment then calculating an expected return can be a crucial factor in determining the amount of money to spend.  The question now becomes, which auction, if any, offers the better return on investment.

*
*
*

Fasig Tipton, Keeneland, Barretts; these are all names synonymous with thoroughbred horse sales.  The Fasig Tipton Company puts on both regional and national sales throughout the east coast and mid-west. Barretts Equine Limited has been a mainstay in California selling many top California-bred horses as well as runners on a national stage.

The Keeneland sales; however, are looked at as the industry standard. They tend to be the biggest, attracting the best horses with the best pedigrees being sold to owners with deep pockets. There have been many top runners sold through Keeneland and it has gained a reputation as the top sale.  But is there statistical data to back this up?

This report will analyze the return on investment for three sales companies during 2000 to 2004.  It will focus on the 2-year-old in training and yearling auctions of Barretts, Fasig Tipton, and Keeneland. 

This report will also analyze whether or not the return on investment is affected by the purchase price.  The hypothesis is that value can be found at any price level and buyers should not be discouraged if they have a limited budget. 

The chart below displays the auctions from each company used in the analysis.

	 
	Yearling
	2-year-old

	Barretts
	October
	March

	 
	 
	May

	 
	 
	 

	Fasig Tipton
	October Eastern
	February Calder Select

	 
	October Kentucky
	May Mid-Atlantic

	 
	August Saratoga Preferred
	 

	 
	August Saratoga Select
	 

	 
	 
	 

	Keeneland
	September
	April



The return on investment will be calculated by using the earnings of the horse during its career.  For purposes of this report the career of the horse will be defined as its 2-year-old through 5-year-old seasons.  In 2007, horses within that age range made up 85.6% of the runners.


The return on investment calculation will also include an estimate of training costs.  This is an important cost that owners must consider when purchasing their horse.  For this project the training costs were estimated at $25,000 per year, which is equivalent to a training fee of $80 per day.  The return on investment was then calculated as:

Earnings – Purchase Price – Training Costs

Purchase Price + Training Costs


There were also several other considerations made when looking at the data.  The first is that the horse remained with the original buyer throughout its racing career.  Theoretically the horse could be sold prior to or claimed from, which would have an impact on the ROI.  The second was that if the horse did not make a start during all or a portion of the years the training fee for that year(s) was still used.  Even if the horse does not race or is not at the track there are still costs the owner must consider.


Another aspect that was considered, but was not included in the earnings is the residual value of the horse.  The value of the horse once it completes its racing career can vary greatly and is dependent on how well it runs on the track.  A possible method to determine this is to compare horses in a specific auction with horses by the same stallion and/or out of the same mare.  The value could then be determined by taking the average value of the horses retired to stud and the horses retired as a broodmare prospect.  Stallions could be valued using their stud fee and broodmares could be valued using the sales results of their foals. Costs associated with health and breeding would also need to be calculated and included. Using this method; however, was beyond the scope of this project and thus was not included.


Finally, it should be mentioned how the data was collected.  For each sale the horses sold were grouped into three categories based on sales price, top 25%, middle 50%, and bottom 25%.  From there a sample size was determined using a sample size calculator with a 95% confidence level and a 0.5 margin of error.
  During our data collection there were several random horses that were classified as outliers. Generally these horses were ones with a ROI of 100% or greater.  The charts in this report contain data that are with and without the outliers.  It was necessary to include the outliers because this aspect of the business can be a “home-run industry.”

Yearling Analysis

The first analysis is based on the four Fasig Tipton yearling auctions.  With the exception of the sale in Kentucky, the Fasig Tipton auctions are located in the northeast region and thus warrant a comparison.

If a potential buyer was only looking at Fasig Tipton auctions and considering running on the east coast, based on the charts, he/she should consider the Saratoga Preferred auction as the first sale to look at.  The average across the years show a better ROI compared to the other Fasig Tipton auctions.  It was also the source of the only positive ROI when the outliers were included. 

The interesting thing is that the Saratoga Preferred auction had a better ROI each year than the Saratoga Select auction.  The Saratoga Select auction is considered one of the top yearling sales in the country; however, it had the more negative ROI in all but 2004. The Saratoga Select auction has both the highest average median and average sale of the Fasig Tipton yearling auctions.  This is a strong indicator of how the sales price does not have a correlation to how well the horse will run. 

The ROI for the Saratoga Preferred auction could show a direct correlation between auctions and state-bred programs.  The Saratoga Preferred auction consists of horses bred in New York.  New York bred horses running in open company in New York are eligible for extra purse money.

The second analysis uses Charts 4, 5, and 6 and compares the yearling auctions to each other.  By analyzing these charts one could determine which sale he/she wants to purchase from.

Based on the information in Chart 4 there is really no auction that produces a comparatively better ROI over the 5-year period.  There are; however, some interesting findings.  

As mentioned in the introduction the Keeneland sales are designed to produce top horses, but there is no year in which this sale produced the best ROI.  In fact, the Fasig Tipton Kentucky auction had a very similar ROI to the Keeneland sale each year.  The Fasig Tipton Kentucky auction is held each year after the end of the Keeneland auction.  A buyer believing he/she missed an opportunity in the Keeneland September auction could turn right around and have the same opportunity in the Fasig Tipton auction.  While the Fasig Tipton auction does not offer the same number of horses sold, it offers horses that are generally sold at lower prices.

The Barretts auctions were generally not as productive based on ROI as the other sales.  However, the Barretts auctions can be a place for a potential buyer who would like to race in California.  The Barretts auctions are mostly composed of California-bred horses.  Just as the NY-bred horses were racing for purse awards, the Cal-bred horses also race for extra purses.

Chart 5 takes a look at the three sales companies and their return on investment.  Based on this chart a buyer should consider the Fasig Tipton auctions prior to the Keeneland or Barretts auctions.  The average of the ROI between the Fasig Tipton auctions and the Keeneland auction are very similar, – 70% vs. – 73%, but the number of horses sold in the Fasig Tipton auctions are approximately a third the number sold in the Keeneland auction.  Thus you will have a greater chance in the Fasig Tipton auctions of purchasing a horse that will have an ROI close to the average.

Chart 6 is included to show that horses can perform on the track no matter how much they are purchased for.  The general pattern is that the ROI decreases as the purchase price decreases; however, this is not the case in the Fasig Tipton Saratoga Select auction.  The reverse is true where the ROI improves as the purchase price decreases.  The data for the Keeneland auction reveals the better ROI in the middle 50%.

Based on the analysis of the six yearling auctions it can be concluded that the Keeneland auction is not the first place a potential buyer should look for a positive return on investment.  The other auction companies offer the same opportunities.  Also, buyers should not be discouraged if their pockets are not as deep as others.  The highest ROI of all the randomly selected horses was purchased for a mere $22,000 and there are plenty of those stories in the industry.

Yearling Charts

Charts 1 and 1A show the return on investment for the four selected Fasig Tipton yearling auctions in each year from 2000 to 20004.  Chart 1 is the data not including outliers and Chart 1A is the data with outliers included.  The charts show that the Eastern and Saratoga Select auctions had the most uniform ROI across the 5-year time period.

Chart 2 shows the return on investment for the Keeneland September yearling auction in each year from 2000 to 2004.  There were no outliers for this set of data.  The chart shows a relatively steady ROI across the time period.

Charts 3 and 3A show the return on investment for the Barretts September/October yearling auction in each year from 2000 to 20004.  Chart 3 is the data not including outliers and Chart 3A is the data with outliers included.

Chart 4 shows the return on investments for each of the six yearling auctions in each year from 2000 to 2004.  This chart does not include the outliers.

Chart 5 shows the return on investments for Keeneland and Barretts compared with the average ROI of the four Fasig Tipton auctions in each year from 2000 to 2004.  Again this chart does not include outliers.

Chart 6 shows the average return on investment for each of the six sales based on the location of the horse in the auction.  The location of the horse was determined by sales price and broken into top 25%, middle 50%, and bottom 25%.

[image: image1.emf]Chart 1: Fasig Tipton Yearling Auctions 2000 to 2004

Return On Investment (ROI) - no outliers

-100%

-90%

-80%

-70%

-60%

-50%

-40%

-30%

-20%

-10%

0%

2000 2001 2002 2003 2004

Year

ROI

Eastern

Kentucky

Saratoga

Preferred

Saratoga Select


[image: image2.emf]Chart 1A: Fasig Tipton Yearling Auctions 2000 to 2004
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[image: image4.emf]Chart 3: Barretts Sep/Oct Yearling Auction 2000 to 2004
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[image: image5.emf]Chart 3A: Barretts Sep/Oct Yearling Auction 2000 to 2004
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[image: image6.emf]Chart 4: Yearling Auctions 2000 to 2004
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[image: image7.emf]Chart 5: Yearling Auction 2000 to 2004
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[image: image8.emf]Chart 6: Yearling Auctions 2000 to 2004
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Yearling Charts – Appendix

Charts A through M are selected statistics for each of the auctions.  The statistics include: head sold, gross sales, and sales average.  There is also a chart comparing the average % out and average % not sold for the auctions.  The data in these charts were used in the analysis.
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[image: image10.emf]Chart B: Yearling Auctions 2000 to 2004 Statistics
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[image: image11.emf]Chart C: Yearling Auctions 2000 to 2004 Statistics
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[image: image12.emf]Chart D: Yearling Auctions 2000 to 2004 Statistics
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[image: image13.emf]Chart E: Fasig Tipton Yearling Auctions 2000 to 2004
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[image: image14.emf]Chart F: Fasig Tipton Yearling Auctions 2000 to 2004
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[image: image15.emf]Chart G: Fasig Tipton Yearling Auctions 2000 to 2004
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[image: image16.emf]Chart H: Keeneland Yearling Auction 2000 to 2004
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[image: image17.emf]Chart I: Keeneland Yearling Auction 2000 to 2004
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[image: image18.emf]Chart J: Keeneland Yearling Auction 2000 to 2004
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[image: image19.emf]Chart K: Barretts Yearling Auction 2000 to 2004
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[image: image20.emf]Chart L: Barretts Yearling Auction 2000 to 2004
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[image: image21.emf]Chart M: Barretts Yearling Auction 2000 to 2004
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Two-Year Old Analysis

The analysis of the two-year-old in training auctions will be broken down first by each auction company and then comparing them to each other.

If a potential buyer was only looking at Fasig Tipton auctions and considering running in either Florida or the northeast, based on the charts, he/she should consider purchasing from the Mid-Atlantic sale.  The average across the years show a better ROI compared to the Fasig Tipton auction in Calder.  It would appear; however, by looking at the outlier chart that the buyer could possibly have more opportunity to find the positive ROI horse in the Calder auctions.  The Calder auctions offer horses that are purchased for greater amounts compared to horses offered in the Mid-Atlantic auction.  There are more horses sold in the Mid-Atlantic auction, reducing your chances for purchasing the positive ROI horse.

If a potential buyer in California was considering purchasing a horse in either the March or May two-year-old in training sale, based on the charts, he/she should purchase a horse in the March sale.  Comparing average purchase price it could be said that the better horses are being sold in the March sale as their average purchase price is higher.  The correlation between purchase price and return on investment in these two sales is evident by the data in the ROI charts.

The second analysis uses Charts 10, 11, and 12 and compares the two-year-old in training auctions to each other.  By analyzing these charts one could determine which sale he/she wants to purchase from.  Based on the information in Chart 10 there is really no auction that produces a comparatively better ROI over the 5-year period.  There are; however, some interesting findings.  

As mentioned in the introduction the Keeneland sales are designed to produce top horses, but there is no year in which this sale produced the best ROI.  Interestingly enough the Barretts March auction offers very competitive return on investments with the other national sales.  In two of the four years this auction produced the top ROI and in two other years had the second best ROI.  The same could not be said; however, for the Barretts May sale as it was generally one of the bottom tier auctions based on ROI.

Chart 11 takes a look at the three sales companies and their return on investment.  Based on this chart a buyer’s first consideration should be the region in which he/she wants to race.  In the majority of the years the average ROI for the sales companies are very close.  The Fasig Tipton average ROI is better in three of the five years; however, the next best ROI is not far off.  

Chart 12 is included to show that horses can perform on the track no matter how much they are purchased for.  The general pattern should be that the ROI decreases as the purchase price decreases; however, this is not the case.  In many of the sales there was too much money spent on the top horses only to watch them fail on the track.  The horses sold in the middle to lower range ran more often and while they were earning small purses in the end they were making more than what they were purchased for. For the Mid-Atlantic Fasig Tipton and Keeneland auctions the best ROI is found in those horses purchased in the middle 50%.  The Calder Fasig Tipton and March Barretts auctions show the best ROI in the bottom 25%.  

Based on the analysis of the six two-year-old auctions it can be concluded that the Keeneland auction should not be the first to be recommended.  Their lack of a comparative racing return on investment is lacking.  However, it would be interesting to residual values of the individual sales.   The other auction companies offer the same opportunities.  Also, buyers should not be discouraged if their pockets are not as deep as others.  The big money horses are often the ones hiding in the middle of the sale, just waiting to be discovered.

Two-Year-Old Charts

Charts 7 and 7A show the return on investment for the two selected Fasig Tipton two-year-old in training auctions in each year from 2000 to 2004.  Chart 7 is the data not including outliers and Chart 7A is the data with outliers included.  

Charts 8 and 8A show the return on investment for the Keeneland April two-year-old in training auction in each year from 2000 to 2004.  Chart 8 is the data not including outliers and Chart 8A is the data with outliers included.  

Charts 9 and 9A show the return on investment for the two selected Barretts two-year-old in training auctions in each year from 2000 to 20004.  Chart 9 is the data not including outliers and Chart 9A is the data with outliers included.

Chart 10 shows the return on investments for each of the five two-year-old in training auctions in each year from 2000 to 2004.  This chart does not include the outliers.

Chart 11 shows the return on investments for Keeneland compared with the average ROI of the two Barretts auctions and with the average ROI of the two Fasig Tipton auctions in each year from 2000 to 2004.  Again this chart does not include outliers.

Chart 12 shows the average return on investment for each of the five sales based on the location of the horse in the auction.  The location of the horse was determined by sales price and broken into top 25%, middle 50%, and bottom 25%.

[image: image22.emf]Chart 7: Fasig Tipton 2 Year Old Auctions 2000 to 2004
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[image: image23.emf]Chart 7A: Fasig Tipton 2 Year Old Auctions 2000 to 2004
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[image: image24.emf]Chart 8: Keeneland April 2 Year Old Auctions 2000 to 2004
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[image: image25.emf]Chart 8A: Keeneland April 2 Year Old Auctions 2000 to 2004

Return on Investment (ROI) - outliers

-100%

-90%

-80%

-70%

-60%

-50%

-40%

-30%

-20%

-10%

0%

2000 2001 2002 2003 2004


[image: image26.emf]Chart 9: Barretts 2 Year Old Auctions 2000 to 2004
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[image: image27.emf]Chart 9A: Barretts 2 Year Old Auctions 2000 to 2004
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[image: image28.emf]Chart 10: 2 Year Old Auctions 2000 to 2004
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[image: image29.emf]Chart 11: 2 Year Old Auctions 2000 to 2004
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[image: image30.emf]Chart 12: 2 Year Old Auctions 2000 to 2004
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Two-Year-Old Charts – Appendix
Charts N through Z are selected statistics for each of the auctions.  The statistics include: head sold, gross sales, and sales average.  There is also a chart comparing the average % out and average % not sold for the auctions.  The data in these charts were used in the analysis.
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[image: image32.emf]Chart O: 2 Year Old Auctions 2000 to 2004 Statistics
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[image: image33.emf]Chart P: 2 Year Old Auctions 2000 to 2004 Statistics
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[image: image34.emf]Chart Q: 2 Year Old Auctions 2000 to 2004 Statistics
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[image: image35.emf]Chart R: Fasig Tipton 2 Year Old Auctions 2000 to 2004
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[image: image36.emf]Chart S: Fasig Tipton 2 Year Old Auctions 2000 to 2004
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[image: image37.emf]Chart T: Fasig Tipton 2 Year Old Auctions 2000 to 2004

Sales Average

$0

$50,000

$100,000

$150,000

$200,000

$250,000

$300,000

$350,000

2000 2001 2002 2003 2004

Calder

Mid-Atlantic


[image: image38.emf]Chart U: Keeneland April 2 Year Old Auctions 2000 to 2004
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[image: image39.emf]Chart V: Keeneland April 2 Year Old Auctions 2000 to 2004
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[image: image40.emf]Chart W: Keeneland April 2 Year Old Auctions 2000 to 2004
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[image: image41.emf]Chart X: Barretts 2 Year Old Auctions 2000 to 2004
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[image: image42.emf]Chart Y: Barretts 2 Year Old Auctions 2000 to 2004
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[image: image43.emf]Chart Z: Barretts 2 Year Old Auctions 2000 to 2004
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Conclusion

While the Keeneland auctions offer the sales with the greater numbers, it does not offer any increased return on investment compared to other auctions in the country.  The ROI for the Keeneland auctions were generally lower than the other and did not appear to offer any more of a “home run.”  The two charts below show that for both the two-year-old and yearling auctions the top ROI for an individual horse in the Keeneland sale ranked last and second to last.

	Yearling

	Year
	Auction
	Top ROI

	2001
	FT Saratoga Pref.
	2540 %

	2002
	FT Eastern
	595 %

	2004
	FT Kentucky
	415 %

	2003
	Barretts
	194 %

	2003
	Keeneland
	49 %

	2003
	FT Saratoga Sel.
	21 %


	Two-Year-Old In Training

	Year
	Auction
	Top ROI

	2001
	BAR May
	184 %

	2001
	FT Calder
	151 %

	2002
	FT Mid-Atlantic
	140 %

	2003
	BAR March
	131 %

	2002
	Keeneland
	95 %


The two-year-old in training chart is interesting to look at because of which auction produced the top ROI, of the randomly selected horses.  The Barretts May auction was looked at as the weaker of the two based on average ROI, but the top individual ROI from that sale is nearly 30% greater than the Barretts March auction.


In the yearling chart the two top grossing sales, Keeneland and Fasig Tipton Saratoga Select, have the two lowest top ROI’s.  It is also interesting to note that the top ROI horses are in the yearling auctions.  The top two ROI horses both raced in their respective year Kentucky Derby with one winning and the other finishing second.  Based on this data one could conclude that the yearling auctions may be the path to take. The only thing that was not taken into consideration was the cost of the yearling between the sale and its two-year-old year.  If the yearlings are producing more on the track then this cost could be negligible.  

However, in order to make an accurate comparison the ROI of all the sales needs to be analyzed.  Chart 13, with no outliers, shows the average ROI of the yearling auctions compared to the average ROI of the two-year-old in training auctions.  Based on this data there can be no conclusion drawn on whether a potential buyer should purchase from a yearling or two-year-old in training auction. 

[image: image44.emf]Chart 13: Yearling vs. Two-Year-Old Auctions
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Finally, the data above and all the charts provided in this project speak volumes about the industry.  All of the average ROI’s across the auctions, not including outliers, are negative.  There is not one single positive ROI and if the outliers were included, there would only be one positive ROI.  Even in today’s market, with falling sales prices, people are still buying horses at auction and taking them to the track.  It certainly is a “home-run” business.

Going Further

Quarter Horses

The original intent of this project was not only comparing ROI’s for thoroughbred auctions, but also comparing ROI’s for quarter horse auctions.  The data collection for the quarter horse auctions however proved to be difficult.  The data for the thoroughbred auctions were readily available on the internet, but the same could not be said for the quarter horse auctions.

The data we did attain for the quarter horse auctions is included in this project and can hopefully be expanded.  A comparison between the two industries could provide potential buyers with options when it comes to where they will spend their money.  As several trainers have used the quarter horse as a springboard into thoroughbred training, prospective horse owners can do the same.  The data is only for two yearling auctions – Heritage Place and Los Alamitos – and only covers 2006 and 2007.   The ROI calculation was the same, but a per year cost of $20,000 was used, which is approximately a $60 per day training fee.

	
	
	ROI

	 
	Year
	Top 25%
	Middle 50%
	Bottom 25%
	Average

	Heritage Place 
	2007
	-88 %
	-86 %
	-99 %
	-90 %

	 
	2006
	-89 %
	-89 %
	-100 %
	-92 %

	
	
	
	
	
	

	Los Alamitos
	2007
	-91 %
	-91 %
	-97 %
	-92 %

	 
	2006
	-93 %
	-94 %
	-99 %
	-95 %


In quarter horse racing a majority of the high purse stakes races and futurities are offered at two and three years of racing age.  Considering this fact there could have been some comparison with the thoroughbred sales; however, the data showed the opposite.  The horses did not race as much as expected and thus the ROI was lower.  The ROI from the limited data above is significantly lower than the thoroughbred counterparts.  A main point to consider is that there are fewer races available for quarter horses and the purses are lower.  The southwest is likely the most predominant geographical area for quarter horse racing, which has too many horses competing for the high purses.

It is difficult to determine if an additional three years of racing would improve the ROI significantly because there are fewer chances of racing in high purse races.  There is; however, an opportunity to expand on the ROI for quarter horses as some states like California, New Mexico, and Oklahoma raise their prices for quarter horse races.

Slot States


It was also the original intent to include ROI figures for those auctions in states where there are purse subsidies from slot revenue.  As was the case with the quarter horse auctions, attaining this data was difficult.  State breeding programs like Louisiana are very small in comparison to the national companies and the data for auctions in prior years is not available on their website.  The theory is that while the horses in these auctions may not sell for millions of dollars they may be running for purses that are comparatively larger.  The chart below was comprised of horses entered during the first weekend of the Delta Downs meet that opened on October 30, 2008.

	Evangeline 2-year-old
	2007
	- 58 %
	
	Two-Year-Old
	- 46 %

	 
	2006
	- 38 %
	
	 
	

	
	
	
	
	Yearling
	- 46 %

	Louisiana Oct. Yearling
	2006
	- 54 %
	
	
	

	 
	2005
	- 24 %
	
	
	

	
	
	
	
	
	

	LTB August Yearling
	2006
	- 13 %
	
	
	

	 
	2005
	- 82 %
	
	
	



The above chart shows astonishing results.  While the results showed a negative ROI, the average ROI for both the yearling and two-year-old auctions were significantly less than those auctions analyzed for the main project.  The sample size was a total of 29 horses, 11 in the two-year-old auctions and 18 in the yearling auctions.  An analysis of sales in Louisiana similar to the one done in this project could be very beneficial for potential buyers if their ultimate goal is to make money.  The slot subsidies have had a major impact on purses and their relation to horse ROI should be analyzed.  
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Chart 2: Keeneland September Yearling Auction 2000 to 2004
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