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Global Art Investment Market: 2008 Summary and 2009 Outlook

Dear Reader,

Skate’s Art Industry Research & Ratings, an independent art industry research firm, is pleased to present our 5™ annual over-
view of the global art market. New this year is a discussion of the outlook for the coming year with specific focus on antici-
pated ERR levels' for the premium segment of the art market,? as well as target prices for the Art Stocks® covered in our Art
Stocks Investment Reports. An in-depth review of art funds has been delayed due to the failure of such funds to become a
major force within the art market;* however, Art Fund-related statistics and other information is available upon request from
skatepress.com.

In 2009, Skate’s Art Industry Research & Ratings is committed to supporting art collectors and art industry professionals with
the following research tools and publications:

1) skatepress.com v2.0 is scheduled for release this spring. In addition to continuously updated and enhanced listings of
Skate’s Top 1000 artists rankings and repeat sales records of their corresponding ERRs, v2.0 will also provide continu-
ous updates, charts, background information, research reports on art stocks as well as flash updates during the most
active weeks of the auction seasons.

2) A third edition of Skate’s Art Investment Handbook will be published by McGraw-Hill in August 2009. This greatly
expanded edition is currently available upon request for corporate, library and individual pre-orders.

3) Skate’s Art Stocks Investment Reports will replace Skate’s Art Stock Watch going forward and will be published elec-
tronically on a monthly basis.

Thank you for your interest in Skate’s. Now let’s sit back and watch what promises to be a turbulent, news-packed and excit-
ing year for the Global Art Investment Market.

Best wishes for the New Year,

Sergey S. Skaterschikov
Chairman
Skate’s Art Industry Research & Ratings

1 Effective rate of return, the measure of historical art investment returns based on repeat sales of the same artwork on the auction market

2 Much of Skate’s art market research is built around Skate’s Top 1000, a ranking of the world’s most valuable artworks based on auction prices recorded since 1985, also re-
ferred to as the “premium segment”.

3 Art Stocks are the publicly listed companies that derive most of their revenues and profits from servicing the art market.

4 As of Dec 2008, the more than 50 art investment funds initiatives that had been announced had combined total assets under management of just US $250M million. Most of
these funds are struggling to raise capital.

All data and information provided in this newsletter is for informational purposes only. Skate Press Ltd. and Skate’s Art Industry Research & Ratings make no representations as to the accuracy, com-
pleteness, currentness, suitability, or validity of any information in this newsletter and will not be liable for any errors, omissions, or delays in this information or any losses, injuries, or damages arising
from its display or use. All information is provided on an "as-is" basis. Skate Press Ltd. and Skate’s Art Industry Research & Ratings make no commitment to update or correct any Information that
appears in this newsletter. Skate Press Ltd. and Skate’s Art Industry Research & Ratings specifically disclaim all warranties, express or implied, including without limitation, the warranties of merchant-
ability, fitness for a particular purpose, and non-infringement with respect to the information, graphics and materials contained herein. To the maximum extent permitted by applicable law, in no
event shall Skate Press Ltd. or Skate’s Art Industry Research & Ratings be liable for any direct, special, incidental, indirect, or consequential damages whatsoever arising out of information in this
newsletter. Skate Press Ltd. and Skate’s Art Industry Research & Ratings, their owners and employees may own shares, bonds, notes, options, or other financial interests in companies mentioned in
this newsletter.

Copyright © 2009 Skate’s Art Industry Research & Ratings-- All rights reserved
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When Beautiful Assets Yield Ugly Losses: The Truth about Appreciated Value and Resale Realities

Since 2004, Skate’s has published and analyzed Skate’s Top 1000, a ranking of the world’s most expensive art based on public auction
sales since 1985.

As of Dec 31, 2008, the total value of artworks comprising Skate’s Top 1000 (the size of the art market premium segment) was US $13

billion,® with a threshold price (the minimum amount for which an artwork must sell at auction to enter Skate’s Top 1000) of $5.6 mil-
lion and an annual trading volume (as measured by auction sales of artworks in Skate’s Top 1000 list) of $2.48 billion.

Skate’s Top 1000 at a Gl ance

Indicator Value
Market capitalization in nominal prices® $13billion
Market capitalization in real prices’ $14.2billion
Number of “investment quality artists” (artists in Skate’s Top 1000) 183artists
Artist with the greatest “capitalization” Pablo Picasso ($2.07billion)
Artist with the largest number of works listed in Skate’s Top 1000 Pablo Picasso (113)
Artist with the largest average price Kasimir Malevich ($36.6 million)
Nominal threshold price for Skate’s Top 1000 entrance $5.6million
Real price threshold price for Skate’s Top 1000 entrance $6.2million
Annual trading volume in Skate’s Top 1000 art (2008) $2.4&illion

Source: www.skatepress.com

Skate’s Top 1000 is comprised of works by 183 artists. Pablo Picasso, with 11% of the total number of all artworks and 16% of the total
value in Skate’s Top 1000, is the dominant artist in these ranks.

Between 2005 and 2008, there were striking price increases in the art market’s premium segment. As a result of record-setting auction
results, Skate’s Top 1000 experienced rapid turnover over the last four years.

Skate’'s Top 1000 Value Dynamics

Year/ Indictor 2005 2006 2007 2008
Market capitalization $8.62billion $9.33 billion $11.55billion $13billion
Annual Growth 5.3% 8.3% 23.8% 12.6%
Threshold Price $3.63million $3.98million $4.98million $5.61million
Annual Growth 3.3% 9.8% 24.6% 13.0%

Source: www.skatepress.com

5 All values are in USD unless otherwise stated
6 Auction prices converted to USD and including buyer’s premium with no time value adjustment made.
7 Auction prices converted to USD and excluding buyer’s premium, indexed to reflect the time value of money based on the US CPI index (for more details refer to www.skatepress.com).

For more information on Skate’s Art Industry Research & Ratings ,
please visit SkatePress.com or contact Liz Dimmitt at edimmitt@skatepress.comor 212-514-6010.
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From 2005 to 2008 the value of Skate’s Top 1000 grew by almost 50%, with the threshold price climbing from $3.6 million at the end
of 2005 to $5.6 million as of the close of 2008.

Within Skate’s Top 1000, the frequency of repeat sales and their weighted average returns also increased significantly, with 14.2% of
the ranked artworks recording repeat sales by the end of 2008 versus only 8.6% in 2005. Returns climbed from marginally negative
territory in early 2006 to a 4.58% weighted average annualized ERR by the end of 2008.2 When the first English edition of Skate’s Art
Investment Handbook was published in 2006, the highest investment return recorded on an artwork in Skate’s Top 1000 was 27.75%
annualized ERR earned on the sale of Paul Cézanne’s Carriere de Bibemua 1989. As of Dec 31, 2008, this ERR did not rank among
the top ten returns on repeat sales within Skate’s Top 1000 (see table below). During the art market boom of 2006 to 2008, there
were ten sales with annualized ERR exceeding this record. The high returns earned on repeat sales within the premium art segment
created benchmarks for art market investment returns unlikely to be matched until the art market’s next boom cycle.

In the few short quarters before the fall 2008 market crash, many investors in art’s premium segment exited their holdings with sig-
nificant profits that were on par with the return levels of other alternative investments. Out of the top 5 ERRs earned on repeat sales,
four took place in 2007. Considering the current economic climate, it will be quite some time before the record setting ERR (86.29%)
achieved by the sale of Bacon’s Three Studies for Self PortraitMay 2008 will be surpassed.

Highest ERRs achieved by Premium Segment Artworks

Skat ¢’ s Y P Initial Holdi
Top 1000 Artist Title Crea::ion in mt:: nt Po ri":jg Exit Priceto ERRy, X

Rank eatio vestme erio

1 Francis Bacon Three Stut_jles fo 1976 | $5.168million 3 $25 million 86.29%
SelfPortrait

2 Jean-Michel Basquiat Warrior 1982 $1.808million 2 $4.976 million | 85.53%
3 Andy Warhol gﬁ:f'ecmc 1964 | $1.127million 3 $5 million 63.26%
4 Jean-Michel Basquiat Untitled (Head) 1981 $1.799million 3 $5.097million 42.09%
5 Joan Miré Le coq 1940 | $2.996million 4 $11.662million | 40.09%

Source: www.skatepress.com

Contemporary art was favored during the art market boom of 2006 to 2008, and living artists were the fastest growing subset of
Skate’s Top 1000. However, as less than 1% of the artworks in Skate’s Top 1000 by the top ten living artists (in terms of combined
market value, as listed in the following table) have repeat sales records, the liquidity of such artworks and their ability to retain value
remains unproven, especially amid adverse market conditions. The liquidity of living artists’ works will be tested in 2009.

8 See www.skatepress.com, Skate’s Art Investment Handbook (Vienna: KunstAM, 2006).

9 Hammer price before seller’s commission.

10 Calculated on an annualized basis, buyer’s premium paid capitalized to initial investment, seller commission deducted from proceeds to investor, all in nominal USD terms, and before
ownership costs and taxes.

For more information on Skate’s Art Industry Research & Ratings
please visit SkatePress.com or contact Liz Dimmitt at edimmitt@skatepress.comor 212-514-6010.
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Skate’s Top 1000 Living Artists: Market Caps and Returns

N‘x;::(iri:f Market Capitalization umber of Weighted
Rank Artist Year of Birth in Skate’'s 0D % olo Averdge/ERR on
Skat g SNominaIVaIue Repeat Sales Repeat Sales, %
Top 1000 !
1 Lucien Freud 1922 13 $153.885million 1 16.9
2 Gerhard Richter 1932 9 $111.034million 2 33.1
3 Jeff Koons 1955 9 $107.248million 0 0.0
4 Damien Hirst 1965 6 $78.841million 0 0.0
5 Jasper Johns 1930 7 $75.855million 2 -3.5
6 Cy Twombly 1928 4 $30.046million 1 19.9
7 Richard Prince 1949 3 $21.976million 0 0.0
8 Takashi Murakami 1963 1 $15.161million 0 0.0
9 Yue Minjun 1962 2 $12.911million 0 0.0
10 Peter Doig 1959 1 $11.259million 0 0.0

Source: www.skatepress.com

The days of largely positive ERRs on artworks with purchase prices over $5.6 million are history. In 2009, zero or single-digit nega-
tive ERRs will be the norm in the auction market as the number of seven-figure sales decline due to the reluctance of recession-
period distress sellers to offload art in the spotlight of auction house sales. 2009 will bring a shift in the balance of power from the
sell-side to the buy-side across all art market segments, likely to be reflected in reductions in the buyers’ premiums charged by
auction houses as well as increases in sellers’ commission levels. Regardless of these changes, the art market will remain the most
expensive alternative investment from a transaction costs standpoint.
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For more information on Skate’s Art Industry Research & Ratings
please visit SkatePress.com or contact Liz Dimmitt at edimmitt@skatepress.comor 212-514-6010.
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Target Prices for Skate’s Art Stocks in 2009

As art sales slowed in the fourth quarter of 2008, the market for shares in art stocks (public companies that service the art industry)
collapsed in a selling frenzy. While the Dow lost one-third of its value in 2008, Skate’s Art Stocks Index lost nearly two-thirds in the
same period. In fact, as of Dec 31, 2008, the Skate’s Index (which launched at 100 points of September 1, 2005) stood at just 69.6
points with its lowest point ever (58.5 points) recorded on Dec 23, 2008.

Name

Listing/
Currency

2008
Perform-
ance

Price as of
Jan 12,
2009

Market
Cap as of
Jan 12,
2009

Target Price
for Dec 31,
2009

Skate's Commentary ahpd

Sotheby’s

NYSE/
usD

-77%

9.78

658.19

none

The company will go private in 2009 at no more
than $25 per share

Artprice

Paris/EUR

-74%

4.95

31.03

EUR 6

The company’s 2008 Annual Report will reveal a
decline in full-year sales as compared to 2007; no
improved sales are expected for 2009

Artnet

Frankfurt/
EUR

-51%

5.10

28.72

EUR9

Artnet will significantly outperform Artprice as the
sum of its parts, which consist of data and an
online auction business, is at least 40% more
valuable than that of Artprice (Artnet currently
trades at discount). Artnet will be a takeover target
in 2009

Collectors’ Universe

NASDAQ/
usb

-75%

2.73

23.07

usb 8

As this company has perhaps the strongest busi-
ness model for the current climate, expect a strong
share rebound following company reports that its
topline has been relatively unaffected by market
turmoil

Mallett

London/
GPB

-73%

0.50

6.90

none

The company will not survive 2009; it will de-list
and likely go into liquidation /asset sale

Finarte Casa d’Aste

Milan/ EUR

-65%

0.19

9.52

EURO.5

The company will benefit from the art market’s
search for lower cost trading platforms and will be
an attractive takeover target

Gruppo FMR

Milan/ EUR

-50%

4.00

14.32

EUR 6

The effects of the FMR and Art’e merger, com-
pleted in 2008, will trickle into positive improve-
ments of its EBITDA and net income within 2009;
provided FMR can reduce its new publication
plans, it will generate a healthy cashflow in 2009

Camera Work

Frankfurt/
EUR

63%

5999

239.96

EUR 1000

There is no fundamental reason for Camera Work,
which generates almost no revenue, to be valued
at these current levels

Art Vivant

Tokyo/JPY

-57%

264.00

4081.44

JPY 270

While Art Vivant is a fairly diversified and stable
operation, a major source of concern (and limited
implied upside to share price) is a strong yen envi-
ronment making the firm less competitive when
compared to other regional auction houses

Seoul Auctions

Seoul/
WON

n/a

2310

38115

WON 2500

In the long-term, the firm will benefit from antici-
pated auction volumes growth at regional auction
houses. In the short-term, a reasonable correction
is expected as the company has solid financial
reserves

Shinwa Art Auction

Tokyo/JPY

-82%

22900

1374

JPY 50000

The market was carried away in dumping shares of
Shinwa in 2008; as the firm remains competitive
and unlevered, a decent correction is expected

Stanley Gibbons

London/
GBP

-38%

141

35.5

GBP 2

Stanley Gibbons’ proven and cash-generative busi-
ness model will help it recover most of its 2008
losses in the Spring of 2009. Its 2008 reports will
reveal that the company’s economics have not
been much affected by market conditions

Source: www.skatepress.com

For more information on Skate’s Art Industry Research & Ratings
please visit SkatePress.com or contact Liz Dimmitt at edimmitt@skatepress.comor 212-514-6010.
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The 2009 outlook for Skate’s Art Stocks Index is actually rather positive as most of the included companies have reached or reside
near the bottom of the downturn cycle and are bound for at least modest corrections in 2009.

There are, however, a few exceptions: Mallett will not survive 2009, and Camera Work has yet to experience an anticipated major
share price correction that has been delayed thus far by the illiquid nature of the market for its shares.

Finally, Sotheby’s will go private. As it is the only publicly listed major auction house, and has been severely affected by losses from
guaranteed sales and consignor advances made in 2008, it remains highly leveraged and in clear need of recapitalization and
greater depth of management. Privatization is likely the only solution to Sotheby’s problems.

For More Data, Research and Ongoing Updates

In 2009 and beyond, Skate’s Art Industry Research & Ratings is committed to making available to investors the information neces-
sary to make informed investment decisions regarding all sectors of the art investment market.

Both Skate’s Art Investment Handbook and Art Investment Reports can be accessed via www.skatepress.com

MCGRAW-HILLTOPUBLISH{ Y! ¢ 9 Q{ ! w¢ Lbx9{¢a9b¢ I !b5.hhYY ¢KS /2YLINBKSyair@dS D
Market in Fall 2009

Skate Art Industry Research & Ratings is pleased to announce that a second English editionof { {1  1SQ&a ! NI Ly @SaidvSyid |
hensive Guide to Investing in the Global Art and Art Services Meitkie¢ published by McGraw-Hill in fall 2009.

Theoriginal{ 1 F 1SQ&a ! NI L Y, @&ténbysEaye irt IhdbistyyReear2h]& Ratings Founder and Chairman Sergey Skaterschikov,

was first published in Russia in 2006 and was written as a guide for Russia’s newly wealthy. Due to popular demand (the Russian edition sold

out in six months), the book was printed in English. It has since become a standard resource for international art investors.

{11rdSQa ! NI Ly@SadySyid IFIyRo221Y GKS / 2 YLINBKSY awillkEandumnRsSrede2 LYy @
cessors with additional sections, new data and input from special contributors. Using a combination of proprietary editorial and aggregated

statistical data, Skaterschikov will explain a rational approach to investing in art, including valuation drivers, market statistics and an analysis of

how the art market compares to other investment markets. A special supplement will feature ratings of the complete Skate’s Top 1000.

For more information on Skate’s Art Industry Research & Ratings
please visit SkatePress.com or contact Liz Dimmitt at edimmitt@skatepress.com.
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