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China Brings Down Global Art 
Market In Q1 But U.S. And 
Europe Feed The 
Bulls

Modigliani's ''Jeanne Hebuterne (au chapeau)," one of 

the first quarter's blockbuster art sales - Image 

credit: AFP/Getty Images via @daylife

The art market took a hit in the first 

quarter as sales volume fell 7% 

compared to 2012, according to 

market intelligence firm and 

auction platform artnet.  The major 

problem was the Chinese market 

where there was a 50% decline in 

value sold in the first three months 

of the year, yet there’s light at the 

end of the tunnel.

Not only have sales volumes 

increased in the U.S. and U.K., but 

it may be too early to count China out.  Voracious demand for art in the 

world’s second largest economy has helped two Chinese artists make it to the 

top selling list over the ten years to 2012, while four of the top ten last year 

were Chinese.  Buoyed by one of the world’s fastest growing economies, 

Chinese buyers could spark a turnaround at any moment.

“China is a very interesting case,” said Thomas 

Galbraith, artnet’s global chief of strategy, “it’s by 

and far the hardest and fastest [geography] in terms 

of market acceleration,” he added, warning those 

calling for an end of China’s rise to prominence in 

the art world.

The global market did slide 7% in the first quarter of 

2013, and that decline was caused by a slump in 

China.  And as China suffers, the U.S. and Europe 

seem to be coming back: nine of the ten best selling 

artists (at auction) in the quarter were Europeans, 

with the remaining being an American.  Pablo 
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Picasso topped the list, with 645 works sold for 

$87.6 million, followed by Germany’s Gerhard 

Richter ($44.9 million) and Catalan artist Joan 

Miro ($44.3 million).  Jean-Michel Basquiat was the 

only American in the top ten, coming in fifth with 

$42.3 million sold, behind Amedeo Modigliani of 

Italy ($43.1 million).

“The art market is many markets, so to really 

understand the trends you have to look at different 

sectors,” Galbraith explained.  Over the past ten 

years, there has been a steady decline in prices 

among modern, impressionist, and old masters.  

The market share of impressionists, for example, 

fell 12% over the ten years to 2012.  On the flip side, 

contemporary art has soared, with total value of 

sales going from about $850 million in 2002 to 

about $6 billion last year.

The expanding market grew the pie for everyone: 

impressionist sales went from nearly $600 million 

in 2002 to $1.6 billion last year.  “Art is an 

investment and potential returns are lower in 

established markets,” Galbraith explained, noting 

the return on investment of works by Picasso, on 

average, are below those of contemporary artist 

Damien Hirst in the past decade, suggesting capital 

rotated into higher-earning markets.

Even amid a slowing market, a few of the first 

quarter’s top sellers have already doubled or tripled 

their 2012 sales totals, according to artnet, 

including Basquiat, Picasso, Renoir, and Magritte.  

They highlight Modigliani’s 1919 portrait of the 

artist’s wife, “Jeanne Hebuterne,” who committed 

suicide the day after Modigliani’s death in 1920, killing their unborn child; the 

painting sold for £26.9 million ($42.1 million at the time, according to 

Bloomberg).

China was responsible for bringing the global average down, but the art 

market isn’t always as connected or globalized.  Chinese collectors buy almost 

exclusively domestic art, and they don’t prefer contemporary artists, rather 

they go for old masters, Galbraith told Forbes.  Fresh off a trip to China, 

Galbraith seems to have faith in its collectors.  “Sales totaled maybe a couple 

hundred million in 2002 [in China], but by 2011 we were looking at total sales 

in the region of more than €5 billion ($6.5 billion),” he explained.

This means China’s art market differs substantially from other luxury 

markets, particularly wine.  Chinese buyers helped inflate a bubble in wine 

auction markets in 2011 which saw sales hit $478 million in 2011 and then fall 

nearly 20% to $389 million, according to Wine Spectator.  And they did this 

by ramping up their purchases of French Bordeaux, which make up about half 

the auction market in 2011, only to see values skyrocket the following year, 

which along with a surge in counterfeiting, caused China’s collectors to take 

their foot off the gas and the market to drop.

While Chinese art collectors prefer domestic to European or American artists, 

they have faced some of the same “issues of misrepresentation” as their wine-
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loving counterparts.  “Chinese auctions houses are known to inflate prices, 

sometimes by as much as 40%,” Galbraith explained.  Even discounting the 

value of the market, though, one can expect Chinese art sales at auction to be 

worth between $3.5 and $4 billion he added, with only half a billion of that 

being sold outside China.

Feeding artnet’s Galbraith’s bullishness on China is the performance of its 

artists over a longer time frame.  Last year, four of the top ten selling artists 

were Chinese masters, compared to zero in 2002.  And over those ten years, 

two artists, Zhang Daqian and Qi Baishi made it into the top ten, trailing only 

Picasso and Andy Warhol, and selling about $1.5 billion each; most of these 

sales were concentrated over the past five years. (The other two that made it 

to the list last year were Li Keran and Xu Beihong).

Art is seen by many wealthy investors as a safe investment used to diversify 

their portfolios.  Recently, hedge fund billionaire Steve Cohen was in the news 

for reportedly buying a $155 million Picasso from fellow billie Steve Wynn.  It 

was speculated that Cohen, whose art collection is said to be worth about $1 

billion, was looking to protect his assets amid an insider trading investigation 

by the SEC targeting his SAC Capital.  Note that direct sales, which Galbraith 

suggests move in unison with the auction market, aren’t captured by artnet’s 

indexes.

So-called safe haven assets haven’t had a good Q1.  Gold, for example, joined 

the global art market, declining more than 5% in the first three months of 

2013.  Gold took a beating over the past few weeks, with prices dropping more 

than $200 in just two trading session between April 13 and 15.  At the same 

time, stocks have surged in the first quarter, with the S&P 500 rallying more 

than 6%.  Global auction house Sotheby’s, which is publicly traded, rose 7.7%. 

Luxury retailer Coach COH -0.66% dropped 9% while Michael Kors gained 7.8%.

Yet resilience in U.S. and U.K. markets, along with the potential inherent in a 

Chinese turnaround, suggest the art market presents an opportunity.  Major 

auction houses Christie’s, Sotheby’s, and Phillips are slated to host their post-

War and Contemporary over the first couple of weeks in May, which will give 

investors another peak into the health of this year’s market.
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