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Returns on Chinese 20th Century Art 2008-2017 

I. Introduction 

 The aim of this paper is to study the price trend in an art market that has experienced 

exponential growth in recent years – the market for modern and contemporary Chinese art. Art 

has long been seen as an alternative way of investment. One of the earliest studies of investment 

in paintings are the three volumes of The Economics of Taste (1961-1970) by Gerald Reitlinger 

(Mok and Kok, 1993, p.808). More recently, Campbell (2008) suggested that art offers a 

beneficial diversification strategy with low correlation with traditional assets. Therefore, 

calculating a rate of return on art assets will help investors decide whether to include art 

investments in a diversified portfolio. 

 The Chinese art market is an important emerging art market over the past ten years. 

According to Art Basel’s 2018 Art Market Report, auctions that took place in China accounted 

for 21% of global sales in 2017, ranking in second place after US’s 42% (McAndrew, 2018, 

p.34). The main driver of the increase in sales of the Chinese art market was sales by auction, 

which accounted for close to 70% of the sales in 2017 (McAndrew, p.38). Within the market for 

Chinese art, the total sales value of Chinese art accounted for 36% of total global art auction 

sales in 2017 (Lu, 2018, p.24). The growth of the sales of Chinese art and antiques was largely 

supported by sales at the high-end of the market as the demand for high-quality art with 

established provenance has been increasing (Lu, 2018, p.19). However, at the low-end markets, 

smaller auction houses are struggling to make ends meet. (Lu, 2018, p. 13). Chinese art is mainly 

divided into four categories – 20th Century and Contemporary Chinese art, fine Chinese paintings 



 Zhou 2 

and calligraphy, the former of which refer to traditional Chinese paintings such as gongbi 

(meticulous brushwork) and shui-mo (water and ink), Chinese antiques, and Chinese books and 

manuscripts. Among these categories, the average price of modern and contemporary Chinese art 

is notably higher than that of the other categories both in mainland China and overseas, as can be 

seen in Figure 1 and 2. Therefore, it seems that modern and contemporary Chinese art has been 

especially interesting to art investors and collectors compared to other categories. 

 Modern Chinese art is usually defined by art historians as art from the period of modern 

China with frequent contact with Western art, starting from around the end of the first and 

second Opium Wars (1839-1842, 1856-1860), reaching its height during the Republican period 

(1911-1949) and continuing through the Maoist period (1949-1976). Contemporary Chinese art, 

on the other hand, is defined as art from the period after Mao’s death in 1976 (Ho and Lo, no 

date).  However, such differentiation between modern and contemporary Chinese art based on 

the year painted can hardly be described as precise because the distinction depends largely on the 

subject matter and style of each painting. For this reason, distinguishing between modern and 

contemporary art is not in the best interest of this paper. 

Figure 1 Average Price of Chinese Art and Antiques by 
Sector Overseas                                                        
Note, from Global Chinese Art Auction Market Report 
2017 (Lu, 2018) 

Figure 2 Average Price of Chinese Art and Antiques by 
Sector in Mainland China                                        
Note, from Global Chinese Art Auction Market Report 
2017 (Lu, 2018) 
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 This paper focuses on a particular annual auction at Christie’s, “Asian 20th Century Art,” 

a day sale that takes place in Hong Kong every year, usually in May and November. With 

roughly two-thirds of the paintings painted after 1976, this auction provides a good sample of 

both modern and contemporary Chinese art. Originally called “Chinese 20th Century Art,” this 

auction developed into a more inclusive auction of Asian art in 2011. However, since the interest 

of this paper is to examine the returns on Chinese art, only paintings by Chinese artists are 

included in the dataset. Focusing on one particular auction that occurs every year and includes a 

similar selection of artists will assure some similarity across my data. To find out if modern and 

contemporary Chinese art is a good investment, I will use two methods that are widely adopted 

to construct price indices. First, I will run a hedonic regression that controls the different 

characteristics of paintings and then construct annual price indices. The rate of the increase in the 

index will be the rate of return on art as an investment. The second method is the repeat-sales 

regression (RSR) method, which takes the price differences in paintings that have been sold at 

least twice to compute the rate of return. In my empirical findings, the hedonic model produced a 

compound rate of return of 9.0%, while the repeat-sales regression yielded an annualized risk-

adjusted average rate of return of 26.3%, both of which outperformed the Chinese stock market 

during the same period. 

 The remainder of this paper is organized as follows. Section II is a literature review of 

past research on the return on Chinese art. Section III gives a description of the data. Section IV 

discusses the hedonic method and repeat-sales regression used for my research. Section V 

analyzes the empirical results. Section VI concludes, and Section VII provides a direction for 

future work. 
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II. Literature Review 

 Although art as an investment has been extensively studied in the Western art market, 

only a limited amount of research has been done on the Chinese art market. Among published 

research on the returns on Chinese art, Mok and Ko (1993) are one of the earliest. Among 4000 

auctions from two major auction houses, Sotheby’s and Christie’s, from 1980 to 1990, they 

identified 20 paintings that went through resale. Using this sample of 20 paintings, they 

calculated an annualized rate of return of 52.9%. However, because of the small number of 

observations, this result could be biased. Wang (2017) used data of 12,701 Chinese oil paintings 

over the period of 2000-2014 from Artron.net and employed the quantile regression approach to 

find that high-price Chinese oil paintings have higher expected returns and less risk than those 

with lower prices. Among the unpublished papers, Hsieh and Lee (2010) used repeat sales 

regression and found out a rate of return of 8.39% on Asian contemporary and Chinese 20th 

Century art. Moreover, they also found the existence of a “masterpiece effect,” which refers to 

the situation where more expensive paintings yield higher returns, and “main auction effect,” 

which suggests that sales at main auctions have better returns than those at other auctions. Zhou 

(2017) employed the hedonic method, used 3065 auction sales data throughout 2000-2016 

provided by Artron.net, and calculated a rate of return of 15.23% on Chinese contemporary art, 

which outperformed bonds but underperformed Chinese stocks. Compared to my findings from 

the hedonic model, Zhou produced a higher rate of return. However, our models mainly differ in 

two ways. First, my model adjusted for inflation while hers did not, so her real rate of return 

could be lower. Second, her model included a longer period, which might suggest that the rate of 

return on Chinese art was higher in the period 2000-2008, especially because of the financial 

crisis. 
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III. Data 

 For the hedonic model, my full dataset consists of 777 paintings and drawings by Chinese 

artists in Christie’s “Asian 20th Century Art” November auction during 2008-2017. The data was 

collected from the auction results from Christie’s website (www.christies.com). The average 

price of the paintings sold is 637,000 in 2008 CNY, which is about 93,000 in 2008 USD. The 

highest record in the dataset is HKD 12,980,000 of a painting by Zao Wou-ki sold in 2011, 

which is about 1,670,000 in 2011 USD. 

 The price in the original data is in Hong Kong Dollar (HKD). However, according to a 

news report by the Christie’s, Asian collectors accounted for around 80% of total buyers in the 

Asian 20th Century & Contemporary Art auction series in 2017 (“Hong Kong spring sales,” 

2017). Since mainland China usually accounts for the majority of sales of Chinese art (Lu, p.24), 

it would seem reasonable to assume that the high buying power of collectors from mainland 

China is also present in the Hong Kong auction. Therefore, all the prices in the data set are 

converted into Chinese Yuan (CNY) based on the exchange rate between HKD and CNY around 

the date of the sale.1 The price in CNY is then deflated by the CPI in China with 2008 as the base 

year.2  

 Table 1 provides detailed definitions of variables that will be included in my regression. 

Abroad, which equals 1 if the artist has dual nationality or had lived long-term in a foreign 

country, can capture variation in the popularity and reputation of artists. If an artist had spent 

years abroad, then he or she might be more widely known among foreign buyers. Acquisition and 

authenticity both refer to the strength of attribution of a particular artist. If the artwork was 

                                                        
1 This is based on the historical data of exchange rate between HKD and CNY provided by xe.com. 
(https://www.xe.com/currencycharts/?from=CNY&to=HKD&view=10Y). 
2 Data from the World Bank. (https://data.worldbank.org/indicator/FP.CPI.TOTL.ZG?locations=CN).  
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acquired directly from the artist or was accompanied by a certificate of authenticity issued either 

by the artist or by the foundation of the artist, then it is more likely to be authentic. 

 

 

 

Table 1 – Variable Definition 

Table 2 – Summary Statistics 
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 Table 2 provides the summary statistics. I have 124 artists in the dataset. Roughly 60% of 

the paintings were by artists who had spent some years abroad. The majority of the paintings 

were signed but only half of them were dated. The hammer price exceeds the high estimate on 

average, which might be a suggestion that estimate prices tend to underestimate paintings. 

 For the Repeat-sales regression, I detected 67 paintings from Christie’s “Asian 20th 

Century Art” auction that had been sold twice, 34 of which are from the November sale and 33 

from the May sale. The average holding periods, i.e., time elapsed between repeat sales is 7 

years. Since the RSR data is from the same auction, it includes a similar sample of artists as the 

hedonic model data. The average price of the first sale is 503,700 in 2008 CNY (73,540 in 2008 

USD), while the average price of the second sale is 984,000 in 2008 CNY (143,660 in 2008 

USD). The first price is lower while the second is much higher than the average price 637,000 of 

the hedonic model. 

 

IV. Methodologies 

 I start by constructing a hedonic price index for art. The advantage of the hedonic model 

is that it includes all the paintings in the dataset, but the downside is that it might not necessarily 

capture all the heterogeneity of different paintings, which might cause a bias to the result. My 

model takes the log of the hammer price in CNY in real term as the dependent variable and 

controls for a wide range of characteristics. In regression equation (1), 𝑝"# represents the price of 

painting k at time t, 𝑋%"# denotes characteristic m of painting k at time t, and 𝐷# is the year of 

the auction. The coefficient on 𝐷# can be considered as representing the price of a generic 

painting in year t, having taken care of the heterogeneous characteristics.  
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 An index can then be constructed by taking the exponential of the coefficient on 𝐷#, with 

the coefficient on the initial, left-out period set to 0, and multiplying it by 100, as shown in 

equation (2).  

𝐼𝑛𝑑𝑒𝑥# = exp 𝑦# ×100														(2) 

 The rate of return in year t can be calculated using equation (3) 

𝑅# =
𝐼𝑛𝑑𝑒𝑥# − 𝐼𝑛𝑑𝑒𝑥#E/

𝐼𝑛𝑑𝑒𝑥#E/
													(3) 

 Repeat-sales regression overcomes the heterogeneity problem of the hedonic model by 

tracking the price of the same work of art. However, in doing so, it sacrifices all the other data. 

For RSR, the rate of return on Chinese painting 𝑅G is defined in equation (4), in which	𝑃/ and 𝑃I 

are the purchase prices in the first and second auctions.  

𝑅G =
𝑃I − 𝑃/
𝑃/

													(4) 

 The rates of return on the paintings are then converted into an annualized risk-adjusted 

average rate of return by equation (5), in which N is the number of observations, T is the holding 

period, and 𝜎L represents the risk of investing in modern and contemporary Chinese paintings 

and is measured by the standard deviation of the rates of return. 

𝑅GM =
[ (𝑅G𝑇 /𝑁	)]

𝜎L
													(5) 
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V. Results 

A. Hedonic results 

 Table 3 presents the hedonic regression results, with artist dummies hidden. Due to 

missing values in yr_painted and age, the final regression only includes 619 observations 

Abroad, yr_painted, age, signed and dated turn out to be insignificant, and so do acquisition, 

authenticity, and reference. Surface is positive and statistically significant, although the 

Table 3 – Hedonic Regression Result 
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coefficient is too small in magnitude to make a difference. Curiously, the coefficient on deceased 

is negative and statistically significant at 1% level. It suggests that if the artist was deceased, then 

on average, the price of the painting would decrease by 56%, holding all else equal. Ursprung 

and Wiermann (2011) examined how an artist’s death affects the market prices of his or her 

works, and found an “inverse U shape” (in other words, a rise and then a fall) of the effect of 

death age on prices, with 70 being the peak age – old enough to have gained critical acclaim but 

not so old as to be forgotten. Since the average death age of the deceased artists in my dataset is 

81, larger than the peak age found by Ursprung and Wiermann, the negative coefficient on 

deceased might be because the deceased artists are too old to be remembered. Overall, R-squared 

is 0.815, suggesting that 81.5% of the variation is captured by the model. However, if the artist 

dummies are excluded, R-squared drops to 0.385, which indicates that the majority of variation 

is in artists. 

 To find out which artist is more popular and sell higher prices, I used the coefficients on 

the artist dummies to produce a ranking. Table 4 presents the top 10 artists in my dataset. The 

highest ranking one is Qiu Ti, who only has 1 painting recorded in my dataset that sold for HKD 

5,300,000 (around USD 680,000) in 2012. The 7th artist, Zao Wou-Ki, sold the most paintings. 

Zao Wou-Ki ranked the 4th in the Top 20 Selling Post War and Contemporary Artists worldwide 

Table 4 – Top 10 artists 
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in 2017 and accounted for 1.9% share of value (McAndrew, 2018, p.135). The only other 

Chinese artist in the list was Cui Ruzhuo, who is not included in my dataset.  

 The price indices constructed by the year dummies are presented in Figure 3, and the 

annual rates of return are shown in Figure 4. While the price indices generally exhibit an upward 

trend, the rates of return are extremely volatile. The art market exhibited a diminishing rate of 

return from 2009 to 2012, came to a spike in 2013, returned to negative in 2014-2015, and 

started to climb again in the recent two years. According to Artnet's Global Chinese Art Auction 

Market Report in 2013, the period of 2008-2012 saw exponential growth in the sales of Chinese 

art. The market cooled over in 2012 and began to recover in 2013. Art prices surged during the 

boom years, causing speculative investors to worry about excessive prices on low-quality works. 

The slowdown in 2012 was thought to have helped return prices to more reasonable levels and 

encouraged buyers to return to the market in 2013. Therefore, my finding is consistent with the 

general trend in the Chinese art market. Overall, the average rate of return is 13.0%, while the 

compound rate of return is 9.0%. In comparison, the Artron 50 Contemporary Index developed 

by Artron.net using repeat-sales data on a sample of 50 contemporary Chinese artists yields an 

Figure 3, Price Index Figure 4, Rate of Return 
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average rate of return of 12.7% and a compound rate of return of 8.9% during the same period, 

which are very similar to my result.3 

 To find out if modern and contemporary Chinese art is a good investment, I compare the 

financial performance of Chinese paintings to that of stocks. Since the Shanghai Stock Exchange 

is the largest stock market in China (Amadeo, 2018), I chose the SSE Composite Index as a 

proxy for the Chinese stock market. The data is obtained from Yahoo Finance and is deflated by 

Chinese CPI. The average rate of return on SSE during the period of 2008-2017 is 10.8%, while 

the compound rate of return is 4.5%. In both cases, Chinese modern and contemporary paintings 

outperform Chinese stocks.  

 Figure 5 shows a comparison between the rate of return on art and stock. From the graph, 

there seems to be a correlation between the art market and the stock market with a lagged effect. 

To test for the correlation between the two markets, I added yearly SSE Composite Index fixed 

effect with a time trend in my regression. The result is reported in Table 5, with artist dummies 

and material dummies hidden. Column (1) shows the original hedonic regression result.  

                                                        
3 Data from Art Market Monitor of Artron, 
http://amma.artron.net/artronindex_exponent1.php?type=2. 

Figure 5, Return on Art Compared to Return on Stock 
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    (1) (2) (3) (4) 
    Original SSE SSE_lagged No Time Trend 

abroad 0.471 0.267 0.344 0.375 
  (0.359) (0.364) (0.359) (0.359) 
deceased -0.560*** -0.600*** -0.573*** -0.456*** 
  (0.160) (0.160) (0.156) (0.136) 
yr_painted 0.157 0.113 0.123 0.134 
  (0.128) (0.131) (0.129) (0.129) 
age -0.155 -0.109 -0.120 -0.132 
  (0.128) (0.131) (0.129) (0.129) 
signed 0.160 0.204 0.187 0.194 
  (0.158) (0.162) (0.160) (0.160) 
dated -0.078 -0.004 -0.056 -0.053 
  (0.095) (0.096) (0.096) (0.096) 
surface 0.000*** 0.000*** 0.000*** 0.000*** 
  (0.000) (0.000) (0.000) (0.000) 
acquisition -0.113 -0.072 -0.074 -0.053 
  (0.099) (0.100) (0.099) (0.098) 
authenticity 0.345 0.315 0.387* 0.431** 
  (0.223) (0.220) (0.219) (0.217) 
reference 0.245 0.175 0.187 0.190 
  (0.218) (0.224) (0.221) (0.222) 
2008bn.year     
      
2009.year 0.458***    
  (0.151)    
2010.year 0.658***    
  (0.154)    
2011.year 0.694***    
  (0.146)    
2012.year 0.474***    
  (0.150)    
2013.year 0.918***    
  (0.164)    
2014.year 0.668***    
  (0.158)    
2015.year 0.391**    
  (0.173)    
2016.year 0.507***    
  (0.189)    
2017.year 0.774***    
  (0.204)    
year  0.048** 0.027  
   (0.019) (0.018)  
SSE  -0.000   
   (0.000)   
SSE_lagged   -0.000*** -0.000*** 
    (0.000) (0.000) 
_cons -300.251 -308.774 -286.978 -253.677 
  (250.159) (256.471) (251.568) (250.919) 
Obs. 619 619 619 619 
R-squared  0.815 0.800 0.805 0.804 
Year Dummy YES NO NO NO 
SSE Fixed Effect NO YES YES YES 
Time Trend NO YES YES NO 
 
Standard errors are in parenthesis  
*** p<0.01, ** p<0.05, * p<0.1  

Table 5 – Correlation with the Stock Market 
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Column (2) shows SSE fixed effect using the SSE index in the same year as the auction year, and 

the result showed no statistical significance. However, when the SSE fixed is lagged by one year, 

as shown in Column (3), the result turned out to be significant and negative. The coefficient on 

SSE_lagged is -0.0013, which suggests that as SSE index increases by 100, on average, painting 

price will decrease by 0.013%, holding all else equal. Although the result is statistically 

significant, the magnitude of the coefficient is too small to be of economic significance. Finally, 

Column (4) shows SSE lagged effect without a time trend. The coefficient on SSE_lagged is -

0.0015, also statistically significant but economically insignificant. 

 

B. RSR results 

 Using repeat-sales data on 67 paintings, I calculated an annualized risk-adjusted average 

rate of return of 26.3%, which also outperforms the stock market. However, this number is much 

higher than the result of 9.0% of my hedonic model. A possible explanation for this discrepancy 

is that repeat sales may suffer selection bias. Frey and Pommerehe (1989) found that only 

successful art is repeatedly auctioned.  Goetzmann (1993) also argued that the decision by the 

owner to sell a work of art depends on whether the value of the work has increased. If repeat-

sales occur only because the owner believes that the artwork has appreciated, then the RSR 

model might be subject to endogeneity.  

 

VI. Conclusion 

 In this paper, I use sales data from Christie’s annual “Asian 20th Century Art” auction to 

analyze price trends from 2008 to 2017. Using a hedonic model that controls for characteristics 

of paintings, I calculate a compound rate of return of 9.0%. Using the repeat-sales method, I 
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compute an annualized risk-adjusted average rate of return of 26.3%. Both results outperform the 

Chinese stock market, suggesting that art is a good investment. 

 Nevertheless, this paper is limited in a number of ways. First, both the hedonic approach 

and the RSR method could be upwardly biased because the costs of commission, maintenance, 

restoration, and insurance have not been accounted for. Second, since the data only comes from 

one specific auction of one specific auction house, it might not be representative of the entire 

market. If, for example, prices at the Christie's are systematically different from other auction 

houses, then there should be a systematic difference in the returns on art sold at different auction 

houses. Moreover, since paintings not sold in auctions are not included in the dataset, the result 

does not represent the entire art market, as auction sales usually account for half of the market 

share by value, with the rest sold by private dealers.4 

 

VII. Future Direction 

 One important variable not captured by my model is the taste of collectors. Agnello and 

Pierce (1996) examined the genre effects in art investment and found that subject matter is a 

significant determinant of the price of American Art. Specifically, they discovered that avant-

garde, still life, and figural paintings yield higher returns than other genres, such as landscapes. 

To classify genres for modern and contemporary paintings might be challenging because their 

subject matters tend to be variable and even indescribable. However, during my collection of the 

data, several subject matters including portraits and landscapes repeatedly appeared. It would be 

worthwhile to explore if certain subject matters are more popular among collectors of modern 

and contemporary Chinese paintings. 

                                                        
4 In 2017, auction sales accounted for 47% of the share of art market (McAndrew, 2018, p.30). 
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 Moreover, several additional hypotheses regarding the art market can be tested if a larger 

dataset was available. First, with more repeat-sales data, I would be able to test the "masterpiece 

effect" and see if the top sector of price yields higher returns than the lower sector. While Mei 

and Mose (2002) found that masterpieces underperform the Western art market, Hsieh and Lee 

(2010) suggested that masterpieces in Chinese modern and contemporary art outperform the 

market. It would be interesting to see if how the “masterpiece effect” performs in Christie’s 

auctions. Second, if more data across different auction houses could be obtained, it would be 

informative to compare Christie's auctions of Chinese art to those of smaller auction houses in 

mainland China and see if a major auction house like the Christie's produces higher prices and 

returns. Last but not least, the ability of the auction house’s estimates to capture the hammer 

price can also be explored. Ekelund Jr., Jackson and Tollison (2013) examined whether auction 

estimates are biased. They found that auction houses tend to understate their estimates to 

stimulate the supply of art. For instance, a seller will be pleased to offer more paintings to the 

auction house if his or her painting is sold higher than expectation. Moreover, the demand side 

will also be stimulated with lower estimates because lower-priced paintings are more likely to 

draw more bidders. It remains to be seen if the same effect exists in Christie’s auctions. 
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