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Abstract 

 
This article addresses the calculation of art investment returns. The literature review summarizes 
seminal papers assessing the rate of return on investment in art, focusing on how they handled auction 
price data, controlled for additional costs and biases, and calculated returns. It argues that omitting 
selection biases, transaction costs, maintenance costs, and handling costs results in an assessment of the 
rate of return on art investment that strays from reality. Building on existing knowledge, the article 
claims that correcting auction price data for these factors leads to more accurate return estimation, 
aiding comparisons with other financial assets and decisions on art in diversified portfolios. The factors 
that need to be considered when calculating the profitability of works of art are summarized to improve 
academic practice and enhance understanding of art investment. The conclusion yields speculations 
about further implications of correction suggestions and discusses the limitations art market studies 
face. 
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Introduction 

Art prices in recent decades have reached staggering amounts in auction sales. Collectors and investors 
regularly spent record amounts on acquisitions on the global auction market (Artprice, 2024). 
Simultaneously, an increasing number of investors and wealth managers are allocating proportionally 
larger shares of their portfolios to alternative assets, such as artworks. According to the Art & Finance 
Report 2021 (Deloitte Luxembourgh, 2021), wealthy collectors allocate 10 to 30 percent of their wealth 
to art and collectibles which makes investing in art a significant aspect of wealth management. 
The question of whether to include art in investment decisions for purely financial reasons has been 
the subject of attention of economists and academics for several years and is still a frequently debated 
topic. Since the 1970s numerous scholars have devoted their research to examining the prices 
of artworks, their development, and return on investment in such assets, especially in comparison with 
other financial assets. While the academic literature has traditionally found that that art in general 
underperforms financial assets (Anderson, 1974; Baumol, 1986; Frey & Pommerehne, 1989; Pesando, 
1993; Worthington & Higgs, 2003), some scholars are arguing that art, in general, or specific categories 
of artworks in certain time periods have the potential to generate higher returns than some financial 
assets (Buelens & Ginsburgh, 1993; Goetzmann, 1993; Barre et al., 1996; Mei & Moses, 2002). More 
recent studies pursue the idea of including art assets in diversified investment portfolios for their low 
or even negative correlation with other asset classes (Ashenfelter & Graddy, 2003; Campbell, 2008). 
The above-mentioned studies and others trying to calculate the return on investment in art using indices 
face the same problems and shortcomings. Art is a peculiar asset, and its acquisition and ownership are 



associated with several additional costs which require careful thought, understanding of art markets, 
and extensive data. Nevertheless, academic knowledge to date often neglects aspects related 
to investment in art and does not include all costs and biases in the calculation of returns on the artworks 
(Frey & Eichenberger, 1995). This omission leads to the fact that assessed performances are mere 
estimates of the real profitability art ownership represents and as such should be regarded as an upper 
bound on the average rate of return obtained by investors over the period (Mei & Moses, 2002; 
Renneboog & Spaenjers, 2013). Hitherto perceived low return on works of art and the high risk 
associated with the possession of these assets (Renneboog & Spaenjers, 2013; Kräussl, Lehnert, 
& Martelin, 2016; Stein, 1977) after correction for additional costs and biases will make an investment 
in art less profitable and riskier. 
This paper addresses those shortcomings by conducting an exploratory literature review that aims 
to identify, how different papers dealt with examined data sets of auction prices, revised, and controlled 
for additional costs and biases, and calculated returns of art investments. Even though scholars widely 
acknowledge numerous aspects influencing the calculated rate of return on art, they frequently merely 
discuss them in the limitations and, for convenience, do not include them in calculations. The essay 
claims that neglecting selection biases, transaction costs as well as insurance, handling costs, and other 
additional costs or benefits results in misleading calculations of returns on artworks, especially when 
these findings serve for comparison of performances with other financial assets, or decision-making 
whether to include artworks in diversified portfolios. 
This idea is supported by some of the recent studies, which demonstrate that correcting for a certain 
bias can significantly affect the results. Korteweg et al. (2016) imply that the average annual return 
on the corrected index is 28 percent lower than the average return on the uncorrected index. Given that 
this particular study checked solely on selection bias, controlling for other aspects would make 
the difference even more considerable. 

Methods 

This literature review employed the PRISMA framework (Preferred Reporting Items for Systematic 
Reviews and Meta-Analyses) to pinpoint the essential papers on art investment returns (Rethlefsen 
et al., 2021; Page et al., 2021; Thomas & Harden, 2008). The articles were searched for via Web 
of Science search engine, Google Scholar, Scopus and AI search assistant Elicit. Data regarding used 
sample, chosen period for examination, method, calculated nominal and real return, comparison with 
other financial assets’ performance and especially consideration of additional costs and consideration 
of selection bias were further analysed, pointing out major obstacles and shortcomings accompanying 
the usage of uncorrected auction prices. The essay then summarizes which factors need to be considered 
when calculating the profitability of works of art, convinces why it is important not to neglect them and 
formulates recommendations on how to avoid these errors in future research to create better academic 
practice and develop a deeper understanding of investment in art. The conclusion offers speculations 
on the broader implications of the proposed corrections and examines the limitations encountered in art 
market studies. 
Furthermore, I argue that the insights into decades of academic knowledge presented in the study can 
significantly benefit art investors in practice by emphasizing the importance of a comprehensive 
and nuanced approach to evaluating art as an investment. Potential art buyers are usually informed that 
investing in art requires specific knowledge and long-term engagement in the art field. However, many 
commercial misleading statistics attempting to quantify the returns on art investments not only typically 
promise absurd profits but also completely overlook the reality of investing in art. The acknowledgment 
of art as a heterogeneous and unique asset class, coupled with the recognition of the challenges 
associated with its acquisition, ownership, and market’s mechanisms, provides investors with a more 
realistic understanding of the complexities involved. By addressing and quantifying the commonly 
overlooked factors such as selection biases, transaction costs, insurance, handling costs, and other 
additional considerations, the text encourages a more thorough assessment of the true returns on art 
investments. This awareness allows art investors to make informed decisions, reducing the likelihood 
of misleading calculations and mitigating risks. 
 
 



Artworks as investment assets 

Artworks are heterogeneous commodities, where each unit of the artist's output differs from every other 
unit of output. Although works of art can be copied, they cannot be reproduced in the sense that, in the 
end, there is only one unique original of each work. Because works of art can be resold and their prices 
tend to rise over time, they have the characteristics of investment assets and as such may be sought as 
a hedge against inflation, as a repository of wealth, or as a source of speculative capital gain (Throsby 
1994). However, Velthius (2011) points out that in practice, almost without exception, substitutability 
for collectors exists to a certain extent. Due to their material nature, they are classified as real 
or alternative asset classes, similar to real estate, wine, classical cars, or other collectibles (Frey 
& Eichenberger, 1995). The art market is typically characterized by low liquidity, artworks are almost 
never divisible, transaction costs are high, and there are lengthy delays between the decision to sell and 
the actual sale. Even identical prints sold simultaneously can therefore achieve different prices (Pesando 
& Shum, 2007). Financial assets, on the other hand, are homogenous, diversifiable, sold on numerous, 
more diverse, and highly liquid markets. They have lower transaction costs and can be selected through 
a relatively small number of objective criteria, in comparison with art, whose perceived value depends 
on a set of numerous variables, which could be hard to apprehend, such as individual taste, fashion 
effects, or the actual location of the sale (Kräussl, Lehnert, & Martelin, 2016; Chanel 1995; Worthington 
& Higgs, 2003). 
For calculating art investment potential and comparing it with financial assets’ performance, numerous 
scholars and economists constructed price indices suitable for the art market, either using repeat sales 
regressions confined to commodities that have been sold more than once, or hedonic method controlling 
for non-temporal determinants of price variations (Chanel, 1996). All reviewed studies, including 
estimated returns to art, are summarized in table 1. The estimated returns to holding art are dependent 
upon the time frame studied. Even among authors looking at similar time horizons, the returns can vary. 
Ashenfelter and Graddy (2003) suggest the variation reflects the difference in data and differences 
in method, but it can be partly a consequence of omitting to correct the data sets of auction prices for 
additional costs and biases. 

Findings 

Earlier studies explicitly calculating the financial rates of returns of auctioned paintings (Anderson, 
1974; Stein, 1977) followed by Baumol (1986), Frey and Pommerehne (1989), Buelens and Ginsburgh 
(1993), Pesando (1993), and Goetzmann (1993), suggests that returns to art generally appear to be less 
than the real rate of return on common financial assets. As Goetzmann (1993, p. 1370) implies: “While 
returns to art investment have exceeded inflation for long periods and returns in the second half of the 
20th century have rivalled the stock market, they are no higher than would be justified by 
the extraordinary risks they represent.” More up-to-date research done by Mei and Moses (2002), 
Pesando and Shum (2008), Campbell (2008), Hodgson (2011), Renneboog and Spaenjers (2013), and 
Öztürkkal, and Togan-Eğrican (2020) take a different view arguing that a diversified portfolio 
of artworks may play a somewhat more important role in portfolio diversification than discovered 
in earlier research. Although their estimates of the return to art are not significantly different from 
previous estimates, recent studies use larger data sets bearing an increase in the number of repeated 
sales and different time frames. 
As Ashenfelter and Graddy (2003) point out, determining whether art outperforms or underperforms 
a market portfolio is not an easy question to address. Goetzmann (1993) draws attention to many 
problems regarding the calculation of the returns on art, beginning with selection biases in the data. 
Previous studies on the topic of art investment return also usually exclude transaction costs that can be 
quite high in contrast to stocks and bonds, insurance costs required in case of theft or fire risk, 
maintenance costs, and other possible additional costs or benefits. The following chapters of this paper 
summarize the factors to be considered in future research on the return on investment in art claiming 
that neglecting them significantly affects the estimates. 
 
 
 
 



 
Table 1: Estimated returns and methodologies for handling data sets across analysed studies 

*Because several surveys only provide nominal returns, some authors computed real return rates as followed: In the Anderson and Baumol studies, 
a yearly inflation rate of 0.7 percent was applied, derived from Baumol’s assessment of inflation over the 300-year duration of his research using 
the Phelps–Brown and Hopkins price index. Goetzmann estimated inflation during his study period (also using the Phelps-Brown and Hopkins index) 
at 1.2 %. According to OECD statistics, French price inflation between 1962 and 1992 was 7 % (Ashenfelter and Graddy, 2003). 

Author Sample Period Method Nominal 
return

Real 
return

Comparison with other financial 
assets' performance

Consideration of 
additional costs

Consideration    
of selection bias 

Anderson (1974) paintings in general 1780–1960 hedonic 3.3 % 2.6 %* underperform financial assets no no
paintings in general 1780–1970 repeat sales 3.7 % 3.0 %*

Stein (1977) paintings in general 1946–1968 assumes random 
sampling

10.5 % similar to financial assets yes, insurance costs 
taken into account

no, discussed 
only

Baumol (1986) paintings in general 1652–1961 repeat sales 0.6 % underperform financial assets no, discussed only no

Frey and 
Pommerehne (1989)

paintings in general 1635–1949 repeat sales 1.4 % underperform financial assets yes, transaction 
costs taken int 
account

no, discussed 
only

1950–1987 repeat sales 1.7 %

Buelens                  
and Ginsburgh 
(1993)

paintings in general 1700–1961 hedonic 0.9 % can outperform bonds, can 
outperform other financial assets 
depending on chosen time 
horizon

no no 

Pesando (1993) modern prints 1977–1991 repeat sales 1.5 % underperform financial assets no, discussed only no 

Goetzmann (1993) paintings in general 1716–1986 repeat sales 3.2 % 2.0 %* can outperform other financial 
assets depending on chosen time 
horizon

no, discussed only no, discussed 
only

Barre et al. (1996) great impressionist 1962–1991 hedonic 12.0 % 5.0 %* outperforms stocks no, discussed only no

other impressionist 1962–1991 hedonic 8.0 % 1.0 %* underperforms stocks

Chanel et al. (1996) paintings in general 1855–1969 hedonic 4.9 % no no, discussed only no, discussed 
only

paintings in general 1855–1969 repeat sales 5.0 %

Czujack (1997) Picasso paintings 1966–1994 hedonic 8.3 % no no no

Candela and Scorcu 
(1997)

paintings in general 1983–1994 3.89 % underperform financial assets no no (sample 
including less 
popular artists   
at smaller 
auction houses)

Mei and Moses       
(2002)

American, 
impressionist,      
and old masters

1875–2000 repeat sales 4.9 % outperforms corporate and 
government bonds, underperform 
stocks

no, discussed only no, discussed 
only

Worthington            
and Higgs (2003)

eight major categories 
of paintings

1976–2001 average prices underperforms annual returns on 
the global equity market in all 
examined categories

no, discussed only no

Pesando and Shum 
(2008)

modern prints 1977–2004 repeat sales 1.51 % underperform financial assets 
depending on sub-segment, 
possible for diverzification

no, discussed only no, discussed 
only

Campbell (2008) paintings in general 1980–2006 average prices 6.5 % can outperform other financial 
assets depending on chosen time 
horizon

transaction costs 
taken into account 
regarding portfolio 
allocation analysis

no, discussed 
only

Hodgson (2011) French Canadian 
paintings

1968–2005 hedonic 4.34 % outperforms average real interest 
rate, underperforms average real 
return on the stock index

no, discussed only no (sample 
including less 
popular artists   
at smaller 
auction houses)

Renneboog and 
Spaenjers (2013)

paintings in general 1957–2007 hedonic 3.97 % underperforms stocks no, discussed only no (sample 
including less 
popular artists   
at smaller 
auction houses)

Korteweg et al. 
(2016)

paintings in general 1960–2013 repeat sales 6.3 % no no, discussed only corrected for 
selection bias

Öztürkkal and Togan-
Eğrican (2020)

paintings in general 1994–2014 hedonic 3.1 % underperform financial assets no, discussed only no (sample 
including less 
popular artists   
at smaller 
auction houses)



Selection biases 

Most analyses are based on the only available art market data – the auction prices. As all of the sales 
prices are drawn from auction records, only those artworks, that have been re-auctioned are included. 
This concerns the illiquidity of the market and excludes both the high and the low end of the return 
distribution (Ashenfelter and Graddy, 2003). 
Inherent or “survivorship” selection bias. As Frey and Pommerehne (1989), Pesando and Shum 
(2008), and Goetzmann (1996) point out, auction houses have an interest in high turnovers, record 
prices, and increased publicity, therefore they selectively accept works that promise to sell well and 
refuse to auction paintings whose selling prospects are weak. Artworks that fall drastically in value 
or are not generally in demand are not sold at auction. Auction houses might also avoid works with 
condition problems, which further distorts the data. There are reasons to assume that the estimated rates 
of return on investment in artworks may be biased upwards because of the inherent selection bias 
causing only generally successful art to be repeatedly auctioned and less successful art not the re-enter 
the market at all. Goetzmann (1993) adds that data principally reflect auction transactions that 
necessarily focus upon artworks that are in broad enough demand to attract several competitive bidders. 
Especially repeat-sales records will fail to capture the price fluctuations of paintings that are not broadly 
in demand. Inherent selection bias could be reduced by selecting large datasets that also include lesser-
known auction houses. 
The decision by an owner to sell a work of art. Some of the authors (Ashenfelter and Graddy, 2003; 
Goetzmann, 1993) highlight that owners’ decisions on whether to sell artworks at auction 
are determined by whether or not the painting has increased in value. This bias would also distort the 
estimated returns upward. Mei and Moses (2005) object that just because an object does not sell does 
not mean that it would have realised a poor or inferior return. They consider the owner’s decision to hold 
the object until it would transact at a level that would satisfy return expectations similar to decisions 
surrounding stocks. If that stands, the buyer’s loss-aversion aspect of art is not dissimilar to stocks. 
The decision by and owner not to sell artwork via auction also correspondents with Stein’s (1977) 
assumption, that very expensive paintings are relatively unlikely to be auctioned, because of the sliding 
scale of commission fees charged by auction houses. 
Focusing on prominent artists’ work sold via prominent auction houses. Several studies estimating 
art investment returns focused solely on a limited number of selected well-established artists sold via 
major Anglo-Saxon auction houses. As Renneboog and Spaenjers (2013) point out, a few early studies 
required a work of art to be resold at a large auction house. The deliberate selection of the top of the 
auction market segment distorts the perception of the general financial performance of art and biases 
the returns upward. Such results should not be generalized to the overall art. 
Museum collecting bias. Some academics argue that the subset of auctionable paintings is not fixed but 
decreases over time as top-quality works are skimmed off the market and accumulated in museums 
(Stein, 1977). Artworks that are donated or privately sold to museums generally do not reappear on the 
market. 
In addition to these selection biases data sets are also distorted by the truncation bias – inclusion 
of unrealised transactions. As Ashenfelter (1989) and Beggs and Graddy (2008) points out, not all items 
that are put up for sale at auctions and hammered are sold because some final bids may not exceed the 
reserve price. The effect of auction buy-ins is systematically neglected in the construction of price 
equations. Even though the proportion of artworks brought-in, rather than sold, in the sample in usually 
unknown (Goetzmann, 1993; Collins, Scorcu, and Zanola, 2009) estimate that in typical cases such 
buy-ins may comprise 30–40 percent of the data available. 
Because of these selection biases, the mean annual return to art investment provided by previous studies’ 
data must be regarded as merely approximate, likely as an upper bound on the average return obtained 
by investors over the period. A few academics tried to correct some of the selection biases and clarified 
the auction data. Korteweg (2016) found, that by adjusting for the resulting selection bias the average 
annual index reduces from 8.7 % to 6.3 %. Given the 28 percent disparity between corrected 
and uncorrected index, this particular study supports the claim, that the inclusion of biases into 
calculation can significantly affect the estimated return and impacts portfolio allocation. This is not the 
first paper to consider sample selection in illiquid assets, but one of the few that tried to apply it to art. 
Authors Collins, Scorcu and Zanola (2009) also dealt with the fact that art price indices typically rely 
on heavily biased samples. Correcting them using the application of the chained Fisher price index 



and of the Heckman two step estimation procedure resulted in the development of a refined hedonic 
index which explicitly addresses such concerns. Their findings also support the idea, claiming that 
confusing or neglecting selection bias is likely to reduce the reliability of price indices in the art market. 
Similarly, Kräussl and Elsland (2008) developed a novel 2-step hedonic approach to construct a more 
accurate price index for German paintings. Mitigation of selection biases can also be done by careful 
selection of data sets. As it is possible today to gather various data and not to limit your research to major 
auction houses prices, sales of less popular artists at smaller auction houses should be included for better 
general representativeness. For example Renneboog and Spaenjers (2013) tried to smooth the selection 
bias by analysing data set of more than one million auction transactions including mediocre artists sold 
by smaller auction houses. 

Transaction costs 

Another problem with using auction data that usually comprise hammer prices is that transaction costs 
are excluded. Transaction costs can be quite high, as much as 25 percent of the value of the object, 
considering both buyer’s premiums and seller’s premiums (Ashenfelter & Graddy, 2003). The buyer’s 
premium is currently at 20 percent for an object sold for less than $100,000 and somewhat less for 
higher-priced objects. The seller receives the sale price less a sales commission, which is typically 
10 percent of the hammer price (Mei and Moses, 2005). Most studies disregard the high auction fees, 
which in reality range from about 10 to 30 percent because they can vary considerably between 
countries, periods, and auction houses. Even individual transactions involve different fees – in case of 
very high prices achieved, the shares of auction premiums are determined by bargaining and are likely 
to be lower for respected customers, in other cases they might be even higher (Frey & Eichenberger, 
1995). Their size can significantly influence the calculated rates of return, but the exact size of auction 
fees in particular transactions are subject to private agreements between sellers, auction houses, 
and buyers. 
Mei and Moses (2005) claim that the inclusion of transaction costs would only reduce returns slightly. 
They based this conclusion on a sample, where the average holding period was thirty years, and the 
transaction costs, including buyer’s and seller’s premiums when amortized over this period, are less 
than 1 percent per year. This shows that transaction costs are abated by the length of time an artwork 
is held by a collector, nevertheless, makes art less attractive as a short-term investment. Similar results 
indicate Campbell’s (2008) study. According to the author, art’s high transaction costs spread over 
25 years equals 1.5 percent a year. Another examination which sought to overcome this shortcoming 
by considering the substantial transaction costs was done by Frey & Pommerehne (1989). The authors 
calculated the mean real return rate of return of 1.5 percent per year. Neglecting transaction costs, 
the mean rate of return would rise by 0.4 percentage points. This particular study considered only 
holding periods of 20 years or more, which implies that relatively high transaction costs do not favour 
short-term investments in art or speculations, and therefore their exclusion from a calculation should be 
carefully considered based on chosen sample’s characteristics.  

Other additional costs and benefits 

In addition to selection biases and transaction costs, investment in art is associated with numerous 
additional costs and few benefits. Besides financial risks arising from price uncertainty, risks 
of changing attributions and fakes, and forgery, there is as well a purely material risk that artwork could 
be damaged or stolen, hence insurance costs. The annual cost of fire and theft insurance is estimated 
typically at 0.5 percent of the artwork’s appraised value on average (Frey and Pommerehne, 1989, Stein, 
1977). There are also substantial storage, conservation, and restoration costs, which are not only 
difficult to assess, but also depend on the period of time the artwork is held by its owner (Coffman, 
1991; Barre, 1994; Renneboog & Spaenjers, 2013). Each segment of the art market would demand 
different conditions of maintenance and handling – sculptures require more space, older, and more 
fragile, artworks require specific environments, temperature, light, or humidity. As Landes (2004) 
pragmatically assesses, in extreme cases, the cost of storing and preserving artworks exceeds their 
monetary and non-monetary returns. According to Mei and Moses (2005), annual maintenance costs 
generally reach 1.5 percent per year. 



Aspects regarding taxes could also be considered. Artworks are sometimes legally subjected to property 
tax or death duties, the inclusion of taxes or local sales taxes would reduce returns slightly for a holding 
period of decades since these costs arise only when paintings change ownership (Mei & Moses, 2005), 
but would make a significant difference over the short-span investment period. Tax incentives may also 
be considered as a factor influencing the return of the investment. In many countries investment in art 
is one of the major possibilities of escaping or at least lowering the tax burden, however, these tax 
aspects differ considerably between countries and periods, so little can be assumed in general. As it is 
often unknown where an art object bought is finally located and thus unclear which country’s taxes 
apply, and what difference between formal tax codes and actual taxation is. Various authors may 
highlight the significance of the size of taxes involved as a major, but perhaps inevitable shortcoming 
(Frey & Eichenberger, 1995; Frey & Pommerehne, 1989). 

Comparison to financial assets 

As Frey and Eichenberger (1995) point out, almost all studies only make a rather superficial comparison 
to the rates of return for alternative investment opportunities. Most analyses make a comparison with 
interest rates on US and UK government bonds, or with US stocks. They usually neglect investments 
in other countries and in other assets such as real estate or other collectibles, which are often a closer 
substitute to art investments, and base their conclusions on their estimates of the art indices and simple 
correlations with bond and stock portfolios. Few of the works account for comparisons with similar 
collectible items. For example, Ashenfelter & Graddy (2003) used Ross and Zondervan’s (1989) 
estimates of the real returns to holding Stradivari violins, or Graeser’s (1993) estimates of the return 
to holding antique furniture. Burton and Jacobsen (1999) compare artwork return studies to those 
of wine, stamps, prints, antique furniture, coins, or ceramics. Ranneboog and Spaenjers (2013) estimate 
art returns to be inferior to that of financial assets, yet claim that art outperforms other physical assets, 
such as gold and real estate in the surveyed time period. When comparing the rate of return of art 
investment to other assets, especially for the purpose of investment portfolio diversification, usage 
of relevant real assets, collectibles, or financial assets should be contemplated in such a way that 
contextual comparisons of examined assets do not suggest misleading conclusions. An example of good 
practice can be Hodgson’s (2011) analyses of pricing and returns in the market for French Canadian 
paintings when the author compared the investment properties of Canadian art with those of relevant 
Canadian government bonds and Canadian stocks. A similar study comparing geographically different 
emerging art markets of Russia, China, and India was done by Kräussl and Logher (2010). 

Conclusion 

This paper serves as an exploratory literature review endeavouring to elucidate the methodologies 
employed across various studies in handling examined auction price data sets, conducting revisions, 
addressing additional costs and biases, and computing returns on art investments. It shows that authors 
of major papers calculating the profitability of art investment systematically underestimate the effects 
of omitting selection biases and additional costs consequential to art investments. The claim that 
neglecting data correction is likely to significantly reduce the reliability of price indices in the art market 
finds support in some of the more recent studies. Namely the selection biases including the inherent 
selection bias, transaction costs such as buyer’s and seller’s premium, insurance, storage, conservation, 
and restoration costs, taxes, and bias by incorrect comparison to irrelevant financial assets are discussed. 
The essay aims to reduce the number of sentences like “No effort has been made to adjust or correct 
our numbers to account for selection bias and such costs as auctioneers’ commissions, taxes, insurance 
premia, maintenance and restoration costs, etc.” in future studies. 
Even if future academics correct these shortcomings, examining the profitability of works of art 
as investment assets is not without several limitations. Restriction to auction prices only is the greatest 
limitation generating biases that are unlikely to be mended. The dealer market is largely ignored because 
of an absence of obtainable data. According to Campbell (2008), estimations of what percentage of the 
market is composed of dealers range from a 50–50 split between auction houses and dealers to a 70–30 
split in favour of dealers. The absence of dealers’ transactions from the art indices may have a significant 
impact on the rate of return reflected by the indices as dealers may buy art at lower prices but sell 
at prices with higher transaction costs. Thus, dealers enjoy a systematically higher and collectors 



systematically lower rate of return than suggested by studies reproduced in table 1 (Frey 
& Eichenberger, 1995). The art market is generally not transparent and some of the required data for 
biases correction are simply not available or the selected methodology inevitably leads to certain 
shortcomings. Chanel (1996) notes that is it easier to take additional costs into account in a repeat sales 
model than in hedonic regression methods. 
It is likely that due to the growth of established art funds, which act more like private dealers than 
auction houses, recorded art market returns are in fact much larger than the benchmarks used 
by previous overall auction market studies. By using their insider knowledge and expertise to exploit 
inefficiencies of the market, art funds focus on collecting art solely for financial reasons, therefore, 
act more like speculators rather than collectors. Participation in art funds allows investors to invest 
a relatively small amounts, in sum however, all investors combined have the higher purchasing power 
to acquire by leading experts in the field curated artworks promising higher investment returns, 
liquidity, and diversification. A fund structure can reduce costs associated with the purchase, sale, 
and holding of art. Some of the corrections suggested in this paper might not correspond with such 
funds, which are often able to negotiate advantageous fees and conditions with appraisers, auction 
houses, insurers, and other service providers that would not normally be available to an individual buyer 
or dealer, which them a convenient alternative for profit-oriented investors (Willette, 2010). 
Nevertheless, better conditions only inhibit mentioned effect but do not annul them. 
 
References 

Anderson, R. C. (1974). Painting as Investment, Economic Inquiry, 12(1), 13–26. doi:10.1111/j.1465-
7295.1974.tb00223.x 

Artprice. (2024). The Art Market in 2023. https://imgpublic.artprice.com/pdf/the-art-market-in-
2023.pdf 

Ashenfelter, O. (1989). How Auctions Work for Wine and Art. The Journal of Economic Perspectives, 
3(3), 23–36. doi:10.2307/1942757 

Ashenfelter, O., & Graddy, K. (2003). Auctions and the Price of Art. Journal of Economic 
Literature(41), 763–786. doi: 10.1257/002205103322436188 

de la Barre, M., Docclo, S., & Ginsburgh, V. (1994). Returns of Impressionist, Modern and 
Contemporary European Paintings 1962–1991. Annales d'Économie et de Statistique, (35), 
143–181. doi:10.2307/20075962  

Baumol, W. J. (1986). Unnatural Value: Or Art Investment as Floating Crap Game. 
The American Economic Review, 76(2), 10–14. doi: 10.1080/07335113.1985.9942162 

Beggs, A., & Graddy, K. (2008). Failure to meet the reserve price: The impact on returns to art. Journal 
of Cultural Economics, 32, 301–320. 

Buelens, N., & Ginsburgh, V. (1993). Revisiting Baumol’s ‘Art as floating crap game’. European 
Economic Review, 37(7), 1351–1371. 

Burton, B. J., & Jacobsen, J. P. (1999). Measuring Returns on Investments in Collectibles. Journal of 
Economic Perspectives, 13(4), 193–212. doi:10.1257/jep.13.4.193 

Campbell, R. (2008). Art as a Financial Investment. The Journal of Alternative Investments, 10(4), 64–
81. doi:10.3905/jai.2008.705533 

Chanel, O. (1995). Is art market behaviour predictable?. European Economic Review, 39, 519–527. 
doi:10.1016/0014-2921(94)00058-8 

Chanel, O., Gérard-Varet, L-A., & Ginsburgh, V. (1996). The Relevance of Hedonic Price Indices: 
The Case of Paintings. Journal of Cultural Economics, 20(1), 1–24. doi:10.2307/41810572  

Coffman, R. B. (1991). Art Investment and Asymmetrical Information. Journal of Cultural Economics, 
15(2), 83–94. doi: 10.1007/BF00208448 



Collins, A., Scorcu A., & Zanola, R. (2009). Reconsidering hedonic art price indexes. Economics 
Letters, 104(2), 57–60. doi:10.1016/j.econlet.2009.03.025 

Czujack, C. (1997). Picasso Paintings at Auction, 1963–1994. Journal of Cultural Economics, 21(3), 
229–247.doi:10.2307/41810637 

Deloitte Luxembourgh. (2021). Art & Finance Report 2021. https://www2.deloitte.com/lu/en/pages/art-
finance/articles/art-finance-report.html 

Frey, B. S., Eichenberger, R. (1995). On the Return of Art Investment Return Analyses. Journal 
of Cultural Economics, 19(3), 207–220. doi:10.1007/bf01074050 

Frey, B. S., & Pommerehne, W. W. (1989). Art Investment: An Empirical Inquiry. Southern Economic 
Journal, 56(2), 396–409. https://doi.org/10.2307/1059218 

Goetzmann, W. N. (1993). Accounting for Taste: Art and the Financial Markets Over Three Centuries. 
The American Economic Review, 83(5), 1370–1376. doi: 10.2307/2117568 

Goetzmann, W. (1996). How costly is the fall from fashion? Survivorship bias in the painting 
market. Contributions to Economic Analysis, 237, 71–84. 

Graeser, P. (1993). Rate of return to Investment in American Antique Furniture. Southern Economic 
Journal, 59(4), 71–83. https://www.jstor.org/stable/1059743  

Hodgson, D. (2011). An analysis of pricing and returns in the market for French Canadian paintings. 
Applied Economics, 43(1), 63–73. doi:10.1080/00036840802400462 

Korteweg, A.; Kräussl, R., & Verwijmeren, P. (2016). Does it Pay to Invest in Art? A Selection-
Corrected Returns Perspective. Review of Financial Studies, 29(4), 1007–1038. 
doi:10.1093/rfs/hhv062 

Kräussl, R., van Esland, N., (2008). Constructing the true art market: a novel 2-step hedonic approach 
and its application to the German art market. VU University Working Paper 

Kräussl, R., & Logher, R. (2010). Emerging art markets. Emerging Markets Review, 11(4), 301–318. 
doi:10.1016/j.ememar.2010.07.002 

Kräussl, R., Lehnert, T., & Martelin, N. (2016). Is there a bubble in the art market?. Journal of Empirical 
Finance, 35, 99–109. doi:10.1016/j.jempfin.2015.10.010 

Landes, W. M. (2004). The test of time: Does 20th century American art survive?. Contributions 
to Economic Analysis, 260, 143–164. 

Mandel, B. R. (2009). Art as an Investment and Conspicuous Consumption Good. American Economic 
Review, 99(4), 1653–1663. doi:10.1257/aer.99.4.1653 

Mei, J., & Moses, M. (2002). Art as an Investment and the Underperformance 
of Masterpieces. The American Economic Review, 92(5), 1656–1668. doi:10.2307/3083271 

Mei, J., & Moses, M. (2005). Beautiful asset: Art as investment. The Journal of Investment Consulting, 
7(2), 1–7. https://ssrn.com/abstract=1702419 

Öztürkkal, B., & Togan-Eğrican, A. (2020). Art investment: hedging or safe haven through financial 
crises. Journal of Cultural Economics, 44(3), 481–529. 

Page, M. J., Moher, D., Bossuyt, P. M., Boutron, I., Hoffmann, T. C., Mulrow, C. D., Shamseer, L., 
Tetzlaff, J. M., Akl, E. A., Brennan, S. E., Chou, R., Glanville, J., Grimshaw, J. M., 
Hróbjartsson, A., Lalu, M. M., Li, T., Loder, E. W., Mayo-Wilson, E., McDonald, S., … 
McKenzie, J. E. (2021). PRISMA 2020 explanation and elaboration: Updated guidance 
and exemplars for reporting systematic reviews. BMJ, n160. https://doi.org/10.1136/bmj.n160 

Pesando, J. E. (1993). Art as an Investment: The Market for Modern Prints. The American Economic 
Review, 83(5), 1075–1089. doi:10.2307/2117549 



Pesando, J. E., & Shum, P. M. (2007). The law of one price, noise and “irrational exuberance”: 
the auction market for Picasso prints. Journal of Cultural Economics, 31, 263-277. 

Pesando, J. E., & Shum, P. M. (2008). The auction market for modern prints: Confirmations, 
contradictions, and new puzzles. Economic Inquiry, 46(2), 149-159. 

Renneboog, L., & Spaenjers, C. (2013). Buying Beauty: On Prices and Returns in the Art Market. 
Management Science, 59(1), 36–53. doi: doi.org/10.2139/ssrn.1352363 

Rethlefsen, M. L., Kirtley, S., Waffenschmidt, S., Ayala, A. P., Moher, D., Page, M. J., Koffel, J. B., 
PRISMA-S Group, Blunt, H., Brigham, T., Chang, S., Clark, J., Conway, A., Couban, R., De 
Kock, S., Farrah, K., Fehrmann, P., Foster, M., Fowler, S. A., … Young, S. (2021). PRISMA-
S: An extension to the PRISMA Statement for Reporting Literature Searches in Systematic 
Reviews. Systematic Reviews, 10(1), 39. https://doi.org/10.1186/s13643-020-01542-z 

Ross, M. H., & Zondervan, S. (1989). Capital Gains and the Rate Of Return on a Stradivarius.Economic 
Inquiry, 27(3), 529–540. doi:10.1111/j.1465-7295.1989.tb02021.x 

Stein, J. P. (1977). The Monetary Apperciation of Paintings. Journal of Political Economy, 85(5), 1021–
1036. doi:10.2307/1830343 

Thomas, J., & Harden, A. (2008). Methods for the thematic synthesis of qualitative research in 
systematic reviews. BMC Medical Research Methodology, 8(1), 45. 
https://doi.org/10.1186/1471-2288-8-45 

Throsby, D. (1994). The Production and Consumption of the Arts: A View of Cultural Economics. 
Journal of Economic Literature, 32(1), 1–29. http://www.jstor.org/stable/272842 

Velthius, O. (2011). Art Markets. V R. Towse, A Handbook of Cultural Economics, Second Edition (33–
42). Cheltenham, Glos, UK: Edward Elgar Publishing Limited. 

Willette, R. (2010). Art Funds: Current Strategies and Practices. In C. McAndrew, 
Fine Art and High Finance: Expert Advice on the Economics of Ownership 
(152–159). New York: Bloomberg Press. 

Worthington; A. C., & Higgs, H. (2003). Art as an investment: Short and long-term comovements in 
major painting markets. Empirical economics, 28(4), 649–668. doi:10.1007/s00181-003-0152-
x 


