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Art Market Review & Outlook 

Gone are the days when art works were being snapped up at 
the blink of an eye. Nowadays, deals are taking longer to 
close, the sense of urgency has disappeared, buyers are more 
prudent and taking more time to get to know the paintings 
before reaching a final decision. This was echoed by dealers at 
the world's biggest art and antiques fair in March, The Euro-
pean Fine Art Fair (Tefaf) in Maastricht. The (irrational?) exu-
berance of the previous year is long gone, business is slower 
and buyers are not under pressure to make quick decisions 
and purchases. 

Indeed, the art market is feeling the pinch of the global 
economic slowdown, after having posted double-digit annual 
growth rates over the past couple of years. As the chart below 
shows (Figure 1), the AMR Art 100 Top 25% Index growth 
rate (YoY%) has come off the recent peak, and should con-
tinue to decline in the coming months. In addition, the bought-
in rate (i.e. the pieces of art not being sold at auctions) of fine 
art has increased from roughly 30% in January 2008 to about 
45% in December 2008, according to Artprice. 

At Sotheby's five-day Hong Kong auction in April, the im-
pact of the financial crisis was clearly felt. This year's spring 
auction fetched USD 89 m, less than half of last year's event. 
The prestige May sales in New York for the Impressionist, 
Modern and Contemporary art segments painted a somewhat 
mixed picture of the market: The Impressionist and Modern Art 

Evening sale by Sotheby's on 5 May fetched USD 61.4 m 
compared to USD 208.6 m last year, well below the auction 
house's low estimate of USD 81.5 m. The following day 
across town, the mood at Christie's was more upbeat, as the 
Impressionist/Modern Evening sale topped USD 102.8 m, 
above the low estimate of USD 87.6 m. Sotheby's contempo-
rary art sale on 12 May was down 87% from a year ago, with 
a net tally of USD 47 m (vs. USD 315 m in 2008). In con-
trast, Christie's sale the following day boosted confidence in 
the contemporary market by beating the low estimate and 
topping USD 93.7 m worth of sales, with 91% of the lots 
sold. 

It is also worth noting that many auction houses have re-
acted to the negative art market environment by, for instance, 
reducing the number of lots in their catalogues, offering less 
expensive art works or phasing out the practice of guarantee-
ing a seller a minimum price. According to Artprice, the pro-
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 Art price indices recovered over the last 
quarter and auction bought-in rates have 
increased significantly.  

 While we do not expect a collapse of the 
art market, we believe that the art market is 
likely to remain sluggish in 2009. 

 Our special topic focuses on different types 
of market places for artworks: Private sales 
and auctions. 

 

Figure 1 
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portion of lots presented at auctions with estimates below 
USD 5,000 was 10% higher in the first quarter of 2009 com-
pared to Q1 2008, while the lots with estimates above USD 
50,000 fell from 6% to 3% over the same period. Moreover, 
several art auction houses have announced plans for signifi-
cant cost savings initiatives. For instance, Sotheby's unveiled a 
plan to cut 20% of its staff globally, allowing the company to 
save USD 15 m this year. These strategic measures are being 
put in place to reflect the change in demand from the high end 
to the less top-end level to prevent further auction disappoint-
ments or to maintain corporate profitability. 

The impact of the slowdown in the art market has also led 
to some galleries, for instance, in New York and London, to 
shut down; exhibitors have pulled out of art fairs and some art 
fairs have been postponed to coincide with other art fairs or 
have been cancelled. 

 

Art collectors and buyers are generally cautious 

Buyers are also taking a more cautious approach as their 
wealth has been slashed, against the backdrop of a falling 
stock market, lower real estate prices and revenues from com-
modities exports. In fact, a significant share of the marginal 
buyers of (contemporary) art in the past years have been suc-
cessful hedge fund managers as well as extremely wealthy 
individuals from emerging markets such as Russia, Middle 
East, China and India. According to Forbes' list, "The World's 
Billionaires," the number of billionaires declined by 30% over 
the past year (from 1125 billionaires in 2008 to 793), while 
the billionaires' average net wealth fell by 23% to USD 3 bn, 
representing the lowest level since 2003.  

However, the correction in the art market also offers at-
tractive opportunities for collectors (long dormant ones or 
those who did not participate in the recent boom), and institu-
tions. For instance, Banca Monte dei Paschi di Siena recently 
bought a gold-ground panel by Segna di Bonaventura, offered 
at Christie's London. 

 

Old Masters and high quality works still holding up 

Turning to the various art market segments, we see a more 
severe correction in areas where we have witnessed undeni-
able bubble-like characteristics and in particular, the contem-
porary art market, the most speculative and volatile art market 
category over the past few years. In contrast, the Old Masters 
or 19th Century Art category, which experienced more modest 
price increases and has not seen the same market exuberance 
as the other art market categories, seem to be experiencing a 
less severe correction. Some exceptional works of art are still 
attracting record prices, e.g. the recently restituted "Bagpipe 
player in profile" of 1624 by Hendrick Ter Brugghen, realized a 
record USD 10.2 m at Sotheby's New York sale on 29 Janu-
ary – Important Old Master Paintings, including European 
Works of Art. 

One of the most important events in the art market at the 
start of this year was the Tefaf in Maastricht, providing insight-
ful information on the current state of the art market, and in 
particular the Old Masters. Reports suggest that prices at the 

Tefaf were reduced by as much as 30%. Interestingly, estab-
lished collectors, who shied away from the recent speculative 
boom in the contemporary art market, were returning to the 
market. There was also substantial interest for the Old Masters 
paintings, whose prices have held up quite well despite the 
economic recession, as collectors seek refuge in a stable as-
set within the art market. In addition, for  many wealthy indi-
viduals with a large share of their wealth now in cash, art, and 
in particular Old Masters, seem to represent an attractive asset 
category and provide a good hedge against potentially rising 
inflation. The risk of an inflation spiral might loom further down 
the road on the back the economic stimulus plans, in our view. 

The weakening of the pound against the dollar and euro 
could also be another factor as a significant share of the major 
Old Master paintings business is conducted in or through Lon-
don, while some of the biggest buyers are collectors and insti-
tutions in the USA. 

While art market price indices have to be regarded with 
caution as they tend to lag, major art events might provide a 
more up to date picture of the current mood of the art market. 
There have certainly been negative indicators such as the high 
bought-in rates in some auctions. On the other hand, auctions 
such as the collection of the late Yves Saint Laurent (YSL) 
and Pierre Bergé attracted a large amount of buyers, realizing 
EUR 373.9 m. This shows that the market has not fully col-
lapsed, and there is still high demand for quality works. 

 

Conclusion 

To summarize, the art market is likely to remain sluggish in the 
near future, particularly the contemporary art segment, as the 
credit crisis and financial meltdown has slashed investors' 
wealth, chilling demand for art. However, the correction might 
not be as severe as in the early 1990s as the market is much 
deeper now than in the 1990s, with the number of committed 
substantial collectors greater and, as the YSL auction has 
shown, there is still demand for high quality art works. On the 
other hand, the economic environment is worse than in the 
1990s. We estimate Old Masters are for the moment a safer 
category of investment within art. 

Figure 2 
Contemporary and Modern Art looking more vulnerable 

 

0

100

200

300

400

500

600

 Dec 01  Dec 02  Dec 03  Dec 04  Dec 05  Dec 06  Dec 07  Dec 08

Contemporary Art 100 Top 25% Modern Art 100 Top 25%
Europe 19th Century Art 100 Top 25% Old Masters 100 Top 25%

Rebased (31.12.2001 = 100)

Source: Credit Suisse, Bloomberg 



 
Zurich, 27 May 2009 

Research Flash 3

Figure 4 

Index = 100 at 03/85

0

200

400

600

800

1000

1200

1400

03/85 07/88 11/91 03/95 07/98 11/01 03/05 07/08

AMR Art 100 Top 25% Index AMR 19th Century Art 100 index

Source: Bloomberg, Credit Suisse 

 19th Century Art Market 

 In February, the 19th Century Art market grew by 0.4% 
MoM (19.1% YoY), considerably slower than the average 
pace over the previous twelve months.  

 Christie's three-day auction of Yves Saint Laurent's and 
Pierre Bergé's art collections on 23-25 February 2009, 
showed an intact interest in high quality 19th Century Art. 
The auction achieved new record prices for several 19th

Century artists, with EUR 35.9 m paid for Henri Matisse's 
1911 still life of cowslips in a vase, "Les coucous, tapis 
bleu et rose," estimated at EUR 12–18 m.  

 Some of the auctions coming up include Sotheby's 19th

Century European Paintings on 3 June 09 in London and 
Christie's Old Master & 19th Century Art on 4 June 2009
in New York. 
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 Old Masters Art Market 

 The latest available data for February show a slight de-
crease in the market for Old Masters, with sales prices 
dropping by 0.9%, based on the AMR Old Masters Art 
100 index. Year-to-date, the AMR Old Masters Art 100 
index is down 0.4%. 

 Looking at the results from recent art market events, the 
prices for Old Masters appear to be relatively stable or de-
creasing modestly, compared to Modern and Contempo-
rary Art. For instance, art dealers at Tefaf observed a 
strong interest in Old Masters, as people with a lot of cash 
are looking for safe alternatives to put their money. 

 Some of the next big auctions are Christie's Old Master & 
and 19th Century Art on 4 June 2009 and Sotheby's Old 
Master & 19th Century European Art on 5 June 2009, both 
taking place in New York. 
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 Contemporary art market 

 The Contemporary Art 100 Top 25% Index decreased by 
3.5% MoM in February, against an average growth rate of 
3.9% MoM over the previous 12 months. Year-to-date, 
contemporary art has clearly been one of the worst per-
forming segments, with the AMR Contemporary Art 100 
Top 25% Index dropping by 3.5% compared to a 2.1% 
decline for the broader AMR Art 100 Top 25% Index. 

 Investors' more cautious stance on contemporary art was 
also felt at this year's Contemporary Art May sales in New 
York, e.g. Sotheby's reached its smallest New York Con-
temporary Art auction result since May 2003, posting a 
87% decline from last year's amount. 

 One of the next big auctions is Sotheby's Contemporary 
Art on 27 and 28 May 2009 in Paris. The world's premier
international art show for modern and contemporary works, 
Art Basel, takes place from 10-14 June 2009. 
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Special topic: The market place for art 

The activity of buying and selling pieces of art is completely 
different from that of buying and selling commoditized valu-
ables such as equities, bonds or soy beans. This can be partly 
explained by the various characteristics of art works, e.g. 
 The singularity of the object (for instance, there is only one 

Picasso "Garcon à la pipe" 1905, while there are 10 bn 
General Electric shares),  

 The status and social component of art rather than the sole 
financial aspect, 

 The symbiotic relationship between seller, buyer and dealer 
rather than the "greater fool" relationship between buyers 
and sellers in financial markets.  
Other reasons are discussed at length in the Art Market 

Update of September 2008. As a result, the marketplaces 
where art is traded have very special characteristics as well. 

The way in which art is "traded" can be divided into two 
broad models: Private or public sales. Private sales, for 
example, via galleries or auction houses' private sales depart-
ments, make up the lion's share of the transactions in art. This 
type of sale relies on a broker or dealer to match buyer and 
seller. Moreover, the price is very often not the only criteria in 
this type of transaction, but also involves branding, reputation 
and so on as key variables.   

Public sales, on the other hand, are conducted in public 
auctions, and rely on a more transparent price discovery proc-
ess with the buyer with the highest bid getting the piece of art. 
Despite their huge publicity, they only make up for a small 
portion of the market. 

However, in recent years, auction houses have been able 
to attract a growing market share. In headline-catching auc-
tions, such as Sotheby's "Beautiful inside my head forever" 
auction of art works by Damien Hirst, auction houses ex-
panded their activity to the primary markets (i.e. selling works 
directly from the studio rather than from collector to collector), 
which has traditionally been the galleries' home turf. While this 
might have been an exceptional event, the question remains, 
whether the auction house model will gain further importance 
going forward.  

However, the current economic downturn has led to a cer-
tain shift away from public auctions to private sales. Auction 
houses have confirmed this trend, as they have seen their 
private sales business increase substantially in recent months, 
while auction sales have stalled in relative terms.  

Some of the reasons behind these trends are primarily re-
lated to the economic situation, and the decrease in risk appe-
tite, which favors private sales and, in turn, entails less uncer-
tainty. The advantages of private sales over public sales in 
economically trough times are (1) confidentiality, which leads 
to less public speculations about the sellers' financial situation, 
(2) timeliness, as large auction events only take place a couple 
of times a year and (3) less negative impact if the piece of art 
fails to sell, which might send the wrong signal about the value 
of the artist's work.  

On the other hand, while auctions might result in higher 
prices, they entail the risks mentioned above. So, in times of 
low risk appetite, it is likely that private sales are the favored 
mode by a large group of sellers and for buyers too. In times 

of asset price deflation buyers might be more put off by auc-
tions on concerns of overpaying compared to boom times, 
when prices go up irrespective of valuation. This is especially a 
concern in the case of auctions, due to the so-called winner's 
curse. If a bidder gets the nod on a piece of art, it means that 
there is nobody else in the audience willing to pay as much as 
the winning bidder: is it because the other bidders underesti-
mate the value of the lot? Or is it because the winner overes-
timates the value of a lot? 

Despite cyclical shifts in market share between private and 
public sales, it is unlikely that one model alone will completely 
prevail as both can be seen as a vital part of today's art world. 

Auctions play an important role in the "democratization" of 
art by being open to all kind of buyers (as long as they have 
the financial means) and provide price information.  

On the other hand, galleries might be selective regarding 
the buyers they serve, but their contribution to art – especially 
contemporary art – cannot be underestimated as they build up 
an artist, i.e. form his reputation and brand image.  

The difference between the two formats can also be seen 
in what they consider to be a client: For auction houses, it is 
typically the consignor (i.e. the seller), for galleries it is typically 
the artist. 

The auction business is dominated by two players: 
Christie's and Sotheby's, followed by a large margin by Bon-
hams and Phillips De Pury. In contrast, the private sales mar-
ket is much more diversified, with the brand of the gallery of 
extreme importance (e.g. some well-known dealers are Ga-
gosian, White Cube and Haunch of Venison). 

 

Figure 6: Historical auction market share of Sotheby's 
and Christie's (1998-2008) 
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