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Art Auctions and the Poorer Rich:  
The Impact of the 2015 Stock Market Sell-off  
on the Emerging Philippine Art Market

Rosalina Palanca-Tan* and J. Sedfrey S. Santiago**

This paper looks into the Philippine secondary art market, which has recently 
emerged with the country’s booming economy.  Specifically, the paper aims to 
determine the effect of the August 2015 stock market sell-off on prices and profit-
ability of art auction sales in the Philippines.  Works of art may be considered as 
alternative investment goods for stocks.  There may be greater demand for artworks 
as part of an investment diversification strategy when the equity market is bearish.  
On the other hand, artworks may also be part of a conspicuous consumption behav-
ioral pattern, such that when income and wealth levels fall, the demand for artworks 
drops.  To determine the net effect of stock market conditions on the Philippine art 
market, an empirical model is estimated using the ratio of the auctions’ hammer 
price to the starting bid as a measure of art market profitability and vitality.  Our 
regression results reveal that artworks are more of a conspicuous consumption good 
in the Philippines.  Reduced income and wealth after the stock market plunge in 
August 2015 led to lower willingness to pay for artworks and lower returns in the 
September 2015 auctions compared to the September 2014 auctions.  The “poorer 
rich” effect appears to prevail over the alternative investment effect in the Philip-
pines.

Keywords: art market, Philippine art auctions, art pricing, stock market,  
investment, conspicuous consumption

Introduction

Art is priceless.  Yet a work of art is an economic good that is traded in a market.  The 
market price of a work of art is determined primarily by demand, by the amount of money 
collectors are willing to give up for it.  Each work of art is a first degree price discrimi-
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nating monopolist in itself: it realizes a price that is equivalent to the maximum willing-
ness to pay of the buyer revealed through a succession of price offers as is done in 
 auctions.

Works of art command high values that are well beyond the cost of production.  They 
are luxury goods whose demand is commonly analyzed using the Veblen effect framework 
(Veblen 1994).  Luxury goods are desirable because they are expensive.  Purchase of 
these goods signals wealth, and hence a means to achieve social status and recognition, 
a phenomenon referred to as conspicuous consumption (Bagwell and Bernheim 1996).  
To the extent that acclaimed works of art are highly priced, and that their limited if not 
totally fixed supply can lead to value appreciation, works of art also serve as a form of 
investment.

Individuals who possess wealth can keep their wealth in different forms of assets 
such as cash and bank deposits, stocks, bonds, real estate properties, jewelry, and art-
works.  As a form of investment, artworks are closest to real estate—they are very 
heterogeneous and extremely illiquid, and may yield substantial positive returns only in 
the very long run (Candela and Scorcu 1997).  Since art is a luxury consumption good and 
a form of investment, the market for it is affected by developments in other markets and 
macroeconomic conditions.  W. N. Goetzmann, L. Renneboog, and C. Spaenjers (2011) 
constructed an art price index for the British art market for the period 1765–2007 and 
found significant correlations between the index and economic fluctuations.  They found 
that art prices dropped during periods of economic turmoil such as during World War I, 
the Great Depression of the 1930s, and the oil crisis in 1973 and rose during periods of 
economic prosperity in the 1960s, 1980s, and early 2000s.  Further, M. L. Biey and R. 
Zanola (1999) observed that people buy paintings as a form of “speculative investment” 
during periods of economic boom.  The debate on art as an alternative investment instru-
ment, however, remains unsettled (Teti et al. 2014).

Buyers of artworks are those with excess wealth, just like buyers in the stock 
 market.  Theoretically, developments in the stock market can affect the art market in 
two ways.  As an alternative form of wealth, works of art can substitute for stocks.  In 
times of bearish stock market conditions, freed funds from unloading of stocks and 
reduced exposure to the equity market may eventually find their way into the art market.  
On the other hand, lower returns to stocks and the subsequent devaluation of stock assets 
diminish income and wealth, resulting in less consumption, the most affected component 
of which would be expenditures on conspicuous or luxury goods.  Thus, the downturn in 
the equity market can also affect the art market negatively.  The asset-substitution effect 
could be offset partially or fully or even be exceeded by the income-consumption effect.  
In the long-run analysis of the British art market, Goetzmann et al. (2011) found a positive 
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correlation between the stock market index and the art price index.  This finding reveals 
that the conspicuous consumption function of artworks dominates the alternative form 
of wealth function in the case of the British art market.

The stock market sell-off in August 2015, triggered by Greece’s default on its foreign 
loan payments (Jolly and Bradsher 2015) and China’s stock market crash (Thomson and 
Riley 2015), caused steep falls in stock market prices worldwide and created chills in the 
global art market.  There were mixed opinions on how this recent stock market sell-off 
would impact on the art market.  Key art market players were somewhat optimistic but 
wary.  West Bund Director, Artist, and Curator Zhou Tiehai projected that “buyers would 
start to acquire more art because of the slowdown,” claiming that there were “signs that 
companies prefer to buy artwork rather than invest in the stock market” (Adam 2015).  
Citi Private Group Art Advisory and Finance Group Managing Director and Global Head 
Suzanne Gyorgy suggested that “the super-rich Chinese art collectors are less affected 
by gyrations in the economy and the stock market because of their larger wealth cushion” 
but warned that “art is as much a psychological market as a financial one—if there is one 
sale that isn’t strong, people get spooked” (Frank 2015).  The latest available data on 
global art market turnover show the equity market and art market moving in the same 
direction.  For the first six months of 2015, fine art auction sales contracted by 5 percent 
to US$7.6 billion from 2014’s first half sales of US$8 billion, while number of lots sold 
declined more substantially by 17 percent (ArtMarket.com 2015).  In China and Hong 
Kong, total art sales fell 30 percent in the first half of 2015 to US$1.5 billion from US$2.2 
billion in the same period in 2014 (Frank 2015).

This paper looks into the emerging art market in the Philippines, a low-income but 
fast-growing economy in recent years, and one that is persistently beset by a high inci-
dence of income inequality.  The paper aims to determine the effect of the August 2015 
stock market sell-off on prices and profitability of auction sales in the Philippine art 
market.  The Philippine Stock Exchange index plunged by 6.7 percent on August 24, 16 
percent off the highest mark reached in April 2015 (Rappler 2015).  This wiped out a 
substantial US$16.31 billion of equity wealth in the country.  What is the net impact of 
the lower returns to stocks and wealth contraction on the Philippine art market?  Do 
Filipino art collectors consider works of art as investment goods that can be alternatives 
to stocks in their portfolio, more of which will be demanded as part of their investment 
diversification strategy when the equity market is bearish?  Or are artworks more part 
of a conspicuous consumption behavioral pattern, such that when income and wealth 
levels fall, the demand for them subsequently drops?

This paper is a pioneering work on the art market in the Philippines, at present one 
of the more rapidly growing and resilient economies in Asia, the new growth center in 
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the world.  The regular operation of art auction houses in the country is a very recent 
development.  This study is the first systematic analysis of the movements in Philippine 
art auction prices and how they relate to the stock market and the macro-economy.

Value of Art Literature

Art buyers are made up of elite groups of connoisseurs, speculators, corporations, and 
private and public cultural institutions (Fillitz 2014) with motives that U. Sigg (2013) 
categorizes into five: (1) affinity with an artwork or “I like this art” motive, (2) investment 
motive (purchase of artwork “by ear rather than by eye”), (3) status-enhancement 
(acquiring “must-have” artists), (4) focused purchase (collecting artworks with a par-
ticular theme), and (5) web of artworks purchase (collecting artworks that provide the 
fullest context for a core idea).  Although not hinting at a hierarchical order, Sigg says 
that most common among these five is the “I like this art” motive—a person buying art 
because of attraction to the piece.  According to Sigg, this is the stage many collectors 
initially go through and remain at.  An interesting socio-psychological explanation of why 
individuals collect artworks is provided by the terror management theory.  The theory 
asserts that people engage in “culturally prescribed behavior to bolster self-esteem.  
Self-esteem in turn defends the self from the threat of mortality, and allows one to suc-
cessfully navigate death anxiety” (McIntosh and Schmeichel 2004).  E. Atukeren and  
A. Seçkin (2007) assert that the purchase of art by collectors is basically for “aesthetic 
appreciation.”  It is this “aesthetic return” or “viewing pleasure” that makes the collec-
tor unmindful of the high price paid for an artwork (Valsan 2002).  Atukeren and Seçkin, 
however, concede that even those who buy artworks mainly for aesthetic reasons may 
also be hoping for an eventual appreciation of their purchase’s value.  H. Yoon and H. 
Shin (2014) look at corporate art collectors in particular and discuss three reasons why 
corporations amass artworks.  One, patronage of the arts is considered a “desirable 
 corporate behavior” and hence can be a means by which a corporate entity achieves 
legitimacy (Lindenberg and Oosterlinck 2011; Dowling and Pfeffer 1975, as cited in Yoon 
and Shin 2014).  Two, the corporation may be able to strengthen relationships with its 
stakeholders by making its art collection accessible to the public through a corporate 
museum (Garriga and Melé 2004; Nissley and Casey 2002, as cited in Yoon and Shin 
2014).  Three, it is a business strategy—the use of the art collection to differentiate the 
company from others in an industry where services are more or less generic (Lindenberg 
and Oosterlinck 2011, as cited in Yoon and Shin 2014).  A common thread in these three 
reasons is the projection of a company image.  The corporate art collection is an invest-
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ment that will not only yield financial returns but, more important, contribute to business 
longevity.

Because of the confounding motives in the purchase of artwork, ascribing value to 
it is ticklish (Colbert 2012).  An artwork is not an ordinary good whose price is explained 
by basic supply and demand forces.  S. Plattner (1998) insists that the high price of an 
artwork signifies “high elite value” and not “scarce supply and high demand.”  H. W. 
Ursprung and C. Wiermann’s study (2011), for instance, shows that the artist’s death 
alone, an indicator of scarcity of supply, does not significantly affect pricing.  There are 
two basic perspectives on art pricing (Candela and Scorcu 1997).  One perspective consid-
ers artworks as having no fundamental value, and hence their prices are inherently 
unpredictable.  The other perspective maintains that generally accepted social valuations 
influence the price of an artwork and allow determination of fundamental values.  Studies 
adhering to the second view attempt to identify the factors influencing the value of an 
artwork.  Art price is seen as evolving from an inter-subjective process wherein experts, 
institutions, and media in the art field assess merits and confer reputation to a piece of 
art (Bourdieu 1999 and Janssen 2001, as cited in Beckert and Rössel 2013).  More weight 
may be ascribed to the subjective judgments and desires of only a handful of collectors 
(Kallir 2011).  S. Jalbuena (2015) writes that in some instances the valuation of art is 
reduced to a popularity game that rewards the charisma of the artist, the marketing 
infrastructure, and the public relations machinery over the quality of work.

Although it may be true that it is not possible to determine the full value of art 
(Baumol 1986), interest in understanding how the art market relates to other markets 
such as the stock and bonds markets has led to the construction of art price indices or 
yardsticks of art value and art market performance.  R. Kraeussl and C. Wiehenkamp 
(2012) constructed a price index for German art using the following factors as determi-
nants: artwork specifications such as type of work and art medium and materials; the 
artist’s reputation, attribution, living status; and the auction house.  Goetzmann et al. 
(2011) created a price index based on changes in auction prices in the British market and 
found it to be highly elastic to income changes of the wealthiest. H. Higgs and J. Forster 
(2014) group determinants of art auction price into three general categories: (1) artist-
level factors, (2) physical characteristics of the artwork, and (3) factors related to the 
auction transaction (e.g., auction house and date of auction).  E. Teti, P. L. Sacco, and 
T. C. Galli (2014) point out that art prices are explained not only by “objective variables” 
but also by “intangible peculiarities” that are not easily incorporated in statistical models.  
D. Maddison and A. J. Pedersen (2008), for instance, consider the artist’s death and its 
nostalgia effect on the art market.  D. G. de Silva, R. A. J. Pownall, and L. Wolk (2012) go 
so far as to use variation in local weather to proxy for market mood.
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The Philippine Art Market

The Philippine art market, much like art markets of other countries, may be classified 
into primary and secondary.  It is in the primary market where artworks are first sold.  
The first sale usually takes place in art galleries, art exhibits, and art fairs, or through 
direct purchase from dealers and artists.  Any resale of an artwork, commonly carried 
out by auction houses as well as art galleries and dealers, is categorized as the second-
ary market.  Art galleries and dealers may simultaneously operate in both primary and 
secondary markets.  The Philippines has a longer tradition in the primary market.  Com-
mercial art galleries in the Philippines date back to the 1950s.  During that time the 
leading gallery was the Philippine Art Gallery, which did not only provide exhibition space 
but also served as a “venue for artists, leading literary men and intellectuals” to discuss 
art (Yusi 2015; see also Kalaw-Ledesma 1987).  Based on a quick survey, albeit mainly 
virtual, there are at least 157 art galleries, more than half of which (around 101) are situ-
ated in Metro Manila (see also Manila Arthop 2016–17).  This confirms G. Fairley’s (2012) 
observation that Philippine contemporary art remains “almost exclusively sited around 
a Manila scene.”  Among the older art galleries are Finale Art File, Galleria Duemila, and 
Hiraya; and among the relatively new ones are the artist-centered Galerie Joaquin and 
multidisciplinary 1335Mabini.  Many galleries are clustered in malls (e.g., Renaissance 
Gallery, Galerie Francesca, Galerie Raphael, Galleria Nicolas); but because of high rents 
in malls, some dealers sell artworks through pop-up galleries that are temporarily set up 
in nontraditional venues such as hospitals and building hallways.  Art fairs are relatively 
recent occurrences in the Philippines.  Presently, there are three significant art fairs in 
the country: (1) Art in the Park, the oldest one, was first staged in 2006; (2) ManilArt 
was first staged in 2009 by the Bona Fide Art Galleries Organization in partnership with 
the National Commission for Culture and the Arts; and (3) ArtFair Philippines was 
founded in 2013 and is currently managed by Philippine Art Events, Inc.

Constituting part of the secondary art market in the Philippines are the two leading 
auction houses, León Gallery Fine Art & Antiques (León Auctions) and Salcedo Auctions 
(both established only in 2010); and two less-active and lower-profile auction houses, 
Now Gallery and Harringtons Lifestyle Auction.  With the exception of Harringtons 
Lifestyle Auction, all are based in Makati City, the premier financial district of the Philip-
pines.  Previously, if a seller wanted to vend an artwork through auction, the nearest 
venue would have been the Hong Kong or Singapore auctions of Christie’s and Sotheby’s 
(the two leading auction houses in the world for nearly two centuries), or Larasati Auc-
tioneers and other auction houses in the Asian region.  The recent establishment of the 
four auction houses in the Philippines has allowed local sellers to participate in auction 
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sales without going out of the country.  Even collectors residing outside the Philippines 
have disposed of their collections through these Philippine auction houses.1)

Similar to its foreign counterparts, the Philippine art market is highly unregulated 
and marked by opacity.  The exact number of transactions that artists and art dealers 
enter into with their clients, and the value of the transactions, may be highly uncertain 
as receipts are not always issued.  In the case of the Philippines, as in other art markets 
around the world, the most transparent sector is the auction houses since they publicize 
the realized value of their auctions as a marketing strategy (Fillitz 2014).  León Auctions 
posts the results of its auction sales on its website (a total of eight auctions: June, 
 September, and November in 2014; and two auctions in February as well as one each in 
June, September, and December in 2015).  Salcedo Auctions used to post the results of 
its most recent auctions (up to September 2015), but starting November 2015 it has 
discontinued the practice and has adopted the policy of providing auction results data only 
to its clients upon request.

Past literature suggests that the price of art depends on income levels of the richest, 
the main buyers of art.  Goetzmann et al. (2011) found that art price variations are very 
sensitive to income increases among the wealthiest in society, and that art prices rise 
when income inequality goes up.  The observation that the art market benefits from a 
worsening income inequality may help understand why the Philippine art market is thriv-
ing in recent years.  The gap between the country’s rich and poor is widening, with 
high-earning individuals enjoying significantly faster growth in incomes compared with 
people from the middle- and low-income classes, and hence the benefits of the robustly 
growing Philippine economy are enjoyed more by the rich than the poor (Remo 2013).  
A. Martinez et al. (2014) showed that the income ratio of the top 10 percent to the bottom 
40 percent increased from 3.09 in 2003 to 3.27 in 2009 while the Gini coefficient increased 
from 0.438 in 1991 to 0.506 in 2009.  In 2011, people from the high-income class, which 
accounted for about 15 percent of the country’s population, enjoyed a 10.4 percent annual 
growth in income (Albert and Martinez 2015), compared to overall income growth of just 
3.7 percent.

Data on auction sales in the past few years reveal an active and vibrant art market.  
León Auctions has been recording an almost 100 percent batting average in its auction 
sales since 2014.  Although León Auctions and Salcedo Auctions were put up in 2010, 
auction activities in León started only in 2013 and Salcedo Auctions in 2010 (Maneker 
2010).  Presently, León Auctions concentrates mainly on Philippine art while Salcedo 

1) In 2016 at least two more auction houses—AVANT Auctions and Casa de Memoria—opened and 
conducted their first auctions.
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Auctions conducts separate auction sessions for Philippine art, fine jewelry and time-
pieces, artifacts, home accessories, rare automobiles, and other items that are grouped 
as the connoisseur collection.  In 2015 the combined sales of the two auction houses for 
Philippine art totaled about 1.5 billion Philippine pesos (see Table 1 for the breakdown).

The Impact of the August 2015 Global Stock Market Sell-off

Econometric Model
To analyze the relationship between the stock market and the art market in the Philip-
pines, we look at auction results before and after the August 2015 stock market plunge.  
We limit our sample to auction results in the same period, that is, during the month of 
September in the two years 2014 and 2015 to eliminate seasonal factors.  Salcedo Auc-
tions offers a high variety of articles, including fine china, personal accessories such as 
branded watches, antique furniture, and carpets.  León Auctions, on the other hand, 
specializes in art pieces.  To minimize random noise in the regression that can be brought 

Table 1 Art Auction Sales by León Auctions and Salcedo Auctions, 2015

Date of Auction Title of Auction Sales Amount  
(Philippine pesos)

León Auctions

February 6 The Jim and Reed Pfeufer Collection 86,186,836
February 7 The Asian Cultural Council Philippines Art Auction 157,611,088
June 13 Spectacular Mid-year Auction 2015 266,660,240
September 12 The Magnificent September Auction 2015 304,719,520
December 271,745,047

Total - León 1,086,922,731

Salcedo Auctions

March 7 Important Philippine Art 189,925,901
June 6 The Collectors’ Sale: Fine and Decorative Art 18,402,018
September 19 Important Philippine Art 197,327,760
December Not available

Total - Salcedo 405,655,679

Total - León and Salcedo 1,492,578,410

Sources: For León sales, http://leon-gallery.com/v2/gallery/auctions, accessed, December 23, 2015; for Salcedo 
sales, http://salcedoauctions.com/auctions and http://www.invaluable.com, accessed, December 23, 
2015.

Notes: A 16.8 percent buyer’s premium and VAT on buyer’s premium were added to the sales figures for 
March and June of Salcedo Auctions to make them comparable to those of León Auctions, which 
included a 16.8 percent buyer’s premium and VAT on buyer’s premium.
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about by highly heterogeneous goods, we use the data sets of León Auctions, particularly 
for auctioned paintings that are sui generis regardless of medium (oil, watercolor, acrylic, 
pastel, pen and ink, pencil, mixed media, and the like as applied on canvas, paper, wood, 
and other surfaces), style (representational and nonrepresentational), and size.  We 
exclude auction lots offering works that exist or could exist in multiples such as prints, 
serigraphs, lithographs, as well as sculptures and those that combine paintings and other 
genres in one lot.

As a measure of the profitability and vitality of the stock market, we use the ratio of 
the buyer’s price to the starting bid.  The buyer’s price is the sum of the hammer price 
(amount at which an artwork is sold by the auctioneer when he/she bangs the hammer) 
and the buyer’s premium (the fee collected by the auctioneer from the winning bidder, 
computed as a certain percentage of the hammer price).  The buyer’s price is the maxi-
mum willingness to pay for any particular work of art, and is therefore reflective of 
underlying market conditions and the optimism of key players in the Philippine art mar-
ket at the time of the auction.  On the other hand, the starting bid that is decided by the 
auction house, presumably in consultation with the seller, is a measure of the base value 
of the artwork that may include production costs and artist-related factors such as repu-
tation.  The ratio of buyer’s price to starting bid can therefore be a measure or indicator 
of the profitability of the auction sale.  The stock market shock in August 2015 is modeled 
with a dummy variable assigning the value of 1 for all art pieces or lots auctioned in the 
September 2015 auction, or 0 for all lots auctioned in the September 2014 auction.  Fac-
tors that weigh in the valuation of artwork as revealed in past literature (see, for instance, 
O’Neil 2008; and Kraeussl and Wiehenkamp 2012) are also incorporated in the regression 
analysis.  These include artwork-specific factors such as art medium (oil on canvas versus 
other media), size of the work, titling of the work, year of creation of the work, and pres-
ence of the artist’s signature on the work as well as artist-specific factors such as the age 
of the artist, whether the artist is still living or not, and awards bestowed on the artist 
(National Artists Award and Thirteen Artists Award).2)  The empirical model specified 
for this study is given by the equation:

R = α + βS + cZ + dW + ε

R is the ratio of total buyer’s price to the starting bid, S is the dummy variable for 

2) The Order of the National Artists Award is conferred by the president of the Philippines upon the 
recommendation of the National Commission for Culture and the Arts and the Cultural Center of 
the Philippines (CCP), which jointly administer the Order.  The Thirteen Artists Awards, on the 
other hand, are bestowed by the CCP Visual Arts and Museum Division in a triennial event.
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the stock market shock (the market plunge in August 2015), Z is the vector of work-
specific variables, W is the vector of artist-specific variables; α, β, c, and d are the regres-
sion coefficients; and ε is the error term representing all other factors not included in the 
model.  This regression model is run using the linear regression procedure in the econo-
metrics software STATA.

Results
Summary statistics for the sample of artworks used in the regression are shown in Table 
2.  The average values of artworks in terms of starting bid and buyer’s price are both 
higher in September 2015.  However, the ratio of the buyer’s price to the starting bid is 
lower after the August 2015 stock market plunge.  The average values are more a func-
tion of the kind and quality of works (such as the art medium, painting material, size of 
art piece, style, artist, etc.) that are available for auctioning at any period of time, rather 
than of market conditions.  The means and standard deviations of work-specific and 
artist-specific variables in the 2014 auction do not vary much from those in 2015, indi-
cating comparable baskets of artworks in terms of art media, year of creation, artist 
signature, and artist-related attributes in the samples before and after the stock market 
plunge.  The majority of paintings auctioned in our samples are oil on canvas.  The aver-

Table 2 Descriptive Statistics

Variables Used in the Regression Model  
(R = α + βS + cZ + dW + ε)

September 2014  
(sample size = 156)

September 2015  
(sample size = 141)

Mean Standard  
Deviation Mean Standard  

Deviation

Art value

Starting bid 216,475 224,145 430,897 463,174
Buyer’s price 1,369,494 1,658,059 1,858,206 2,220,349
R (Ratio of buyer’s price to starting bid) 5.74 2.87 3.83 1.70

Work-specific variables (Z)

Medium (1 for oil on canvas, 0 for all other media) 0.61 0.48 0.53 0.50
YearWorkCreated 1979 18 1983 21
ArtistSignature  
(1 if work is signed by the artist, 0 if otherwise)

0.96 0.08 0.94 0.12

Artist-specific variables (W)

ArtistAge (number of years) 78 18 75 24
ArtistStillLiving (1 if artist is still living, 0 if deceased) 0.54 0.50 0.57 0.49
NationalArtist  
(1 if artist is a National Artist awardee, 0 if otherwise)

0.22 0.34 0.25 0.38

13ArtistsAward  
(1 if artist is a Thirteen Artists awardee, 0 if otherwise)

0.26 0.39 0.29 0.42

Source: León Auctions, http://leon-gallery.com/v2/gallery/auctions, accessed, December 23, 2015.
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age artwork auctioned was created in the late 1970s to early 1980s.  With the average 
age of artists being 75–78 years, the average work was created when the artist was about 
40 years old.  Almost all (94–96 percent) the artworks auctioned are signed by the cre-
ators, and the majority (54–57 percent) of artists are still alive.  About a quarter (22–25 
percent) are works of National Artists, while slightly more than a quarter (26–29 percent) 
are works of Thirteen Artists awardees.

Correlation tests reveal some degree of multicollinearity among three explanatory 
variables, namely, ArtistAge, YearWorkCreated, and ArtistStillLiving; and hence, the 
latter two variables are removed and only the first, ArtistAge, is retained.  Due to skew-
ness, the variables Ratio, StartingBid, and ArtistAge are transformed into their loga-
rithmic forms to satisfy the normal distribution assumption of ordinary least squares 
estimation.  The results of the regression analysis are summarized in Table 3.

The coefficient of the StockMarketShock is significantly negative, implying that the 
August 2015 stock market plunge reduced the ratio of the buyer’s price to the starting 
bid, indicating waning interest in the Philippine art market as a result of the stock 
market plunge.  The relationship between the ratio and the starting bid is significantly 
positive, which means that higher-value artworks will result in higher ratios.  Table 2 
reveals that the mean starting bid in the September 2015 auction was higher than that in 
the September 2014 auction.  Despite the higher starting bid in the 2015 auction that 
could have raised the profitability ratio (significant positive relationship between the ratio 
and the starting bid), the negative effect of the stock market plunge lowered it.  Among 
the other factors (art-specific and artist-specific) included in the regression model, only 
the age of the artist is shown to significantly affect the ratio.  The coefficient is negative, 
implying that the ratio is higher for works of younger artists.  The statistical insignificance 

Table 3 Regression Results, Dependent Variable = LnRatio

Explanatory Variable Coefficient

StockMarketShock –0.4212***
Medium –0.0580
ArtistSignature 0.0818
LnArtistAge –0.1578*
NationalArtist –0.0803
13ArtistsAward 0.0840
LnStartBid 0.1034***
Constant 0.9782**
Number of observations 296
F-stat 6.40
R-squared 0.1345
Adj R-squared 0.1135

Notes: *** 1% significance, ** 5% significance, * 10% significance
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of the coefficients of work and artist-related factors may imply that these factors are 
embodied in the starting bid, the base value of the artwork, rather than in the ratio of the 
buyer’s price to the starting bid.

Conclusion

The secondary art market (auction houses) in the Philippines has emerged as a result of 
the booming economy in recent years.  National income or gross domestic product grew 
at a remarkable annual rate of 6.3 percent during 2010–15, the fastest streak since 1978.  
During the first quarter of 2016 it further expanded at a rate of 6.9 percent over the same 
period in 2015, faster than China’s 6.7 percent and Vietnam’s 5.7 percent (CNN Philip-
pines 2016).  The boom has benefited to a greater extent the high-income groups to which 
the art market caters.  The sensitivity of the emerging Philippine art market to fluctua-
tions in the equity market and macroeconomic conditions is of key interest to players in 
the market—artists, galleries, dealers, investors, etc.  This information will guide key 
market players in formulating strategies to stabilize and maximize returns.

The regression results reveal that artworks in the Philippine art market are more 
of a conspicuous consumption good.  The reduced income and wealth after the stock 
market plunge in August 2015 (negative returns to stock holdings and lower value of 
stock holdings due to the plunge in stock prices) led to lower willingness to pay for art-
works and lower returns to the art auction in September 2015 compared to the same 
period in the preceding year, 2014.  It appears that funds have not been moved from 
equities to art as an alternative form of investment.  The “poorer rich” effect appears to 
prevail over the alternative investment effect.

A recent news article on the main drivers of the art market boom in the Philippines 
presented a rough sketch of the profile of the clientele in the Philippine art market: “a 
new breed of art collectors, young, flush with cash and supremely confident in their 
tastes” (Caruncho 2016).  They include “yuppies, young entrepreneurs, young politicians 
and old rich family heirs with second- and third-generation money” (ibid.).  Interestingly, 
this description matches the worsening inequality trend to which the recent dynamism 
in the Philippine art market is partly attributed.

This paper is a cursory study on the workings of the art market in the Philippines.  
The results presented in this paper only capture the immediate effect of the stock market 
crisis, which is still ongoing.  It will be interesting to see the impact of a prolonged slump 
in the stock market on the art market.  Equally interesting to determine is the long-term 
effect.  Will there be spillover effects?  Will the spillover effects be diminishing or accu-
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mulating?  Another interesting economic issue that can be further investigated is the link 
between increasing domestic inequality and increased dynamism of the art market.  
These are some of the questions that can be addressed in future economic analyses of 
the Philippine art market when more and long-term data sets become available.

Apart from the economic dimensions, there are aspects of the Philippine art market 
that warrant further and more intensive research.  A closer look at the composition of 
the art market in the country is one of these.  Who are the main players in the market?  
What is the extent of foreign collectors’ participation vis-à-vis local collectors’ participa-
tion?  It will also be interesting to compare the developments in the Philippine art market 
with those in other developing economies.  These types of analyses can shed more light 
on the economics of the Philippine art market.
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