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Four Tips on Wme Investment
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Fine wine is a great investment with some
wines generating returns of up to 50% a year
over a certain period. Prices go up because
the supply of fine wine is fixed (with perhaps
only about 75 wine labels worth investing in),
while demand continues to grow as more and
more high net worth individuals seek to own
or drink these wines. But with fine wine, it is
very easy to make some expensive mistakes
unless you know what you are doing. G&C
asks experts on tips for wine investment:

1. Buy five, sell two, drink three

The best thing about investing in wine, unlike other assets,
is that its fun. If you bought a case of fine wine and its value
goes down, you can always take solace in drinking up your
assets. Richard Brierley, the Head of Fine Wines at Vanquish
Wines, a fine wine supplier based in London with nearly half of
their volume sales in Hong Kong, says that most of his clients
are passionate about wine. ‘I have a client who were regularly
buying more fine wines than he or his friends could drink. He
recognizes it as an investment but he also loves it. He bought
cases of Lafite in recent vintages for himself because he liked
those wines, but prices went up so much that he sold it back to
the market,” says Mr. Brierley. Buying fine wine does not have
to be a pure investment vehicle—it is about pleasure too.

2. Don’t put all your eggs in one basket

Mr. Brierley, with years of experience in wine investment as the
former Head of North American Wine Sales at auction house
Christies, and afterward, Sotheby’s, suggests investors to keep
a range of vintages and chateaus in their portfolio. “You would
want all of the five Bordeaux first-growths plus the associated
wines like Pétrus, and a couple of outliers next tier down like
Le Pin. And you want them in the best vintages, which is,
broadly, '05, '03, '96, 2000,” says Mr. Brierley. “Vintages are
important. Critic scores like Robert Parker’s are important. The
perception of wine from certain vintages are important.”

Nicholas Pegna, Managing Director of Berry Bros & Rudd Hong
Kong, the oldest fine wine merchant name in the world, agrees.
“You need to start with a mixture of younger, first-growth red
Bordeaux. To diversify among the top 30 chateaus, you can
venture into Lynch-Bages, which is a fifth growth and outliers
like Chateaux Palmer which offers better quantities and lesser
prices. The most valuable wines is still red Bordeaux, but for
diversity look into Burgundy and great Italian wines.”
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3. Go with a reputable merchant

This cannot be stressed enough, especially with news
reports on the number of wine merchants who failed
because of incompetence or fraud, taking investors’ cash
with them. Since wine investment is largely unregulated,
anyone can set up a drinks business, and if your
merchant goes bankrupt, you may end up losing your
entire investment.

"We try to impress on people that we are a large
stockholder, we have about two to three million pounds
worth of wines in storage right now,” says Mr. Brierley,
“some of our competitors do not hold stock and are
basically brokers. Don’t take advice from investment
managers but from someone who touches the market
everyday. Investing in wine is alright, but also select a
merchant who can help you sell back to the market and
make your profit.”

Mr. Pegna suggests going with well-established wine
merchants. “As the oldest independent wine merchant in
the world—we were established in London in 1698—we
inspire confidence that we will still be here in five or ten
years time. There’s been some recent bits and pieces
in the media about fraudsters setting themselves as
wine investment companies and then disappearing,” Mr.
Pegna says.

4. Be prepared to lose money

Although the numbers certainly look good for wine
investment on fine wine indicators such as the Liv-
ex Fine Wine Index, where fine wine prices seemingly
go up in value by 30% every year, wine investment is
still a volatile world where prices can quickly go down
because of a negative re-assessment by influential critics
like Robert Parker. For instance, at the end of 2008,
virtually every Bordeaux chateau and vintage dropped
significantly in value. Even as the market is generally
moving up, particular wines will certainly move down.

Mr. Brierley’s advice is this: “Remember what you paid
for it rather than what its worth, and never spend more
than you're willing to drink.”

How much money is required to start a wine investment?
Mr. Brierley suggests HK$200,000 to start with a small
group of core wines with different ages and chateaus,
while Mr. Pegna suggests a more modest $50,000,
the minimum to buy a case. “To be really serious, you
probably need a million Hong Kong or something close to
that and you can watch it go up in value, as high as you
like,” says Mr. Brierley.
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