
 

 

 

Bordeaux Index Investment Report: 2012/2013 

Investment Group, February 2013 

 

Headlines 
 

• Price corrections of 2011/12 put fine wine market back on a stable footing 

• BI INDEX rebounded 5+% off August lows.  

• Q4 ‘12 first period since autumn ’10 where Lafite prices show positive return 

• Willingness amongst merchants for targeted re-stocking 

• Whilst ready supply is tight, potential supply is significant 

• Broadening of interest into Champagne/Burgundy, disconnect in prices?  

• BI cautiously positive about a return to steady growth 

2012 versus 2013 
 

In Q1 2012 the fine wine market ticked-up the better part of 2% following 6 months of sharp falls and 

subsequently a general sense of relief, bordering on expectation of a return of ‘business as usual’, descended. 

Yet this proved to be nothing but a false dawn from which a further 6 months of fast tumbling prices 

followed. However, today, just over a year later, we are tempted to say ‘This Time is Different’ – 4 words 

seemingly designed to strike fear into the heart of cynics and realists alike – as key trends have inverted 

making the grounds for a guardedly upbeat outlook increasingly compelling. 

 

There are essentially four themes that are indicating the potential for sustained market activity and with it a 

positive outlook for capital appreciation; i) price discovery, ii) bellwether wines, iii) a rising tide lifts all boats 

and iv) emerging supply ‘shortages’.  

 

i) Price discovery 

 

In contrast to Q1 2012 we are now looking at over 6 months in which prices have not declined. Moreover, 

this sustained period of stability came at a time in which both the macro (elections, debt ceilings etc.) and 

micro (the dud that was EP2011 and a scandal over fund valuations) environments could have easily fuelled 

bearish sentiment. Whilst external events could yet sour further, it seems reasonable to say that the fine 

wine market has now bottomed-out and that, moreover, those lows have been properly tested. The 

necessary pain seems to have been taken in the 20+% peak to trough fall in the year to August 2012. 

 

ii) Bellwether wines 

 

Market watchers will be particularly interested to note that Q4 marked the first period since the autumn of 

2010 in which Lafite prices have shown a positive return. Admittedly the 1+% is nothing really to write home 

about but in the context of up to 60% falls over the last 2 years it is worthy of remark. This was of course the 

wine that rewarded early adopters and punished tail-chasers more than any other; despite this tempestuous 

past it remains, to this day, the wine that we trade more of than any other (30% of 1
st
 growths by volume and 

40+% by value) and speaks most clearly to the strength of demand in Asia (led by China). Allied to the ‘Lafite 

bounce’ is a clear plateau in the pricing of the high-scoring 2009s: whilst the steam has largely run-out of the 

Super Second 100 pointers, there is now encouragingly solid demand and stable prices for the 2009 First 



 

Growths. Having lost as much as of 50% of their value over the past 2 years, this key set now looks well 

supported (in addition to being in bizarrely short supply) and in some instances prices have already ticked up 

markedly. Whilst we are now fairly neutral on this cohort, we recognise that the headline risk to the market 

as a whole they once represented has now been negated. Alas the same cannot be said of the 2010s where, 

one suspects, that even a repeat deus ex machine from Parker will only serve to mitigate the losses already 

sustained by most owners. 

 

iii) A rising tide lifts all boats 

 

There is of course no (or very little) inherent reason why the wine market should follow the path of other 

assets and in particular equities but it is striking how their fortunes have diverged through 2012. The DJIA and 

FTSE moved up late in the quarter to take 2012 gains to 7/6% respectively, before again rallying hard in the 

New Year. Perhaps more pertinently, the SSE Composite Index showed real strength in the latter half of the 

year, straying from a hitherto fairly close relationship to the wine market, to finish 5% up for the year. In a 

world of long-term financial repression it is striking how some asset classes have rallied and others 

languished. One suspects a degree of self-realising prophecy over coming years as the ‘money on the 

sidelines’  is attracted to a physical asset class that has taken the hit and is again showing strength. 

 

iv) Supply shortages 

 

Herein lies the real difference between the current conjuncture and that of early 2012.  Not only were a 

number of major players in the midst of liquidating significant positions but the market was well aware of this 

fact and knew moreover that there was more to come. The headline message of the 2011/12 drawback 

(unsurprisingly) echoes that of 2008/09, namely that when highly concentrated stock positions are sold 

quickly, particularly in a broader environment low on confidence, then prices will likely take a hammering. 

That said, and at the risk of being panglossian, it is actually quite impressive that the market was able to 

efficiently transact exceptional liquidations running in to the tens of millions (GBP) through the first half of 

2012, whilst merchants destocked, the world financial market continued to totter and a major market (China) 

was effectively closed for several months.  

 

2013 Outlook 
 

As we stand in early 2013 with merchants reporting difficulties in achieving their long-awaited re-stocking 

(particularly in certain brands and mature vintages) and, Euro-aided, Bordeaux negociants, for the 1
st

 time in 

several years, returning to the UK as buyers, we are confident that forced sellers will not by a feature of this 

market any time soon. After all, the appetite to be a seller in a bottomed market is predictably limited.  

 

It would of course be a nonsense to suggest that all in the garden is rosy and there are indeed several risks 

that need voicing: a) Unproven stock building, b) latent supply and c) bubbles and froth. 

 

a) Unproven stock building 

 

Whilst fairly buoyant, Chinese New Year was a reminder that there remains little willingness for broad re-

stocking. Demand was sharply focussed on deliverable stock and even then, only offers at the sharpest price 

were taken up. Time will tell the extent to which merchants are willing to grow their own balance sheets but 

we clearly remain a long way from the 2010 period in which merchants, particularly in Asia, took stock in the 

hope of finding future clients and the expectation that even if they didn’t it mattered not as prices only 

seemed to rise. 

 

 

 



 

b) Latent Supply 

 

Whilst ready supply is currently very tight, one shouldn’t underestimate the potential supply that still exists 

following the Investment-led blow-out of 2007-08 and 2009-10. Whilst many of the investors with short-term 

horizons have already exited, there will undoubtedly be a non-negligible proportion that will look to sell into 

any kind of full recovery. On balance we don’t see this as doing anything more than capping/mitigating the 

likely gains over the next year to eighteen months but it will likely ensure that the upward trend is not 

without short-run reversals. 

 

c) Bubbles and froth 

 

With the price falls of 2011/12 the Bordeaux market is again looking more sustainable but not all components 

of the wine market are in the same stage of the cycle. We have noted previously the welcome broadening of 

interest away from Bordeaux into Burgundy, Champagne etc. over recent years but there are indications that 

certain components of these markets may now be looking a little frothy. Champagne has seen a heady 

increase in both the value and volume turnover through 2012 as a safe-haven was sought from the travails of 

Bordeaux; while prices have risen, turnover has increased dramatically, both at home and away. While it 

might not be the ‘insiders’ trade anymore, it clearly has momentum. Red Burgundy is more convoluted: while 

it has achieved a hefty increase in value turnover, volumes have remained essentially static. Indeed a cursory 

glance at Rousseau, Roumier or even Mugnier prices reveal a wide variety of wines up 20+% through the 

course 2012 whilst the Bordeaux-focussed BI Index was off 7%. DRC shows a more variable picture with 

mature vintages demonstrating strength, whilst the much vaunted 2009s drift in a manner highly reminiscent 

of the 2005s. That said, given the positively miniscule production of the top crus attempting to model future 

returns based on past performance is perhaps unrealistic. The likely outcome is that although we may have 

seen the best of the returns already, this tiny and much bid segment may remain ‘irrational’ for some time to 

come. 

 

Conclusions 
 

Painful as it was, the price corrections of 2011/12 have once again put the fine wine market on a far more 

stable footing. This is now an environment in which demand flows are led principally by considerations of 

consumption and value rather than speculative tail chasing. Taking away the punchbowl has no doubt led to 

some permanent withdrawals from the market and, for now, lower aggregate activity - but these loses are a 

small prices to pay for a more sustainable and rational environment. 

 

There remain far too many risks and imbalances in the macro economy, as well as certain price/concentration 

risks more locally, to be gung-ho but we are now more upbeat about the potential for growth than we have 

been in a very long while. Demand remains steady in mature markets and robust in certain newer ones; 

meanwhile the supply picture has gone from threatening to benign over the last eighteen months as a 

massive transfer from largely investor to largely end-user has taken place. There are some pretty wild growth 

‘forecasts’ currently doing the rounds that we very much hope will prove unfounded. What we broadly 

anticipate and what we think would be most beneficial is a return to the steady, modest growth for which 

fine wine was once feted. The market is today a very different place to that of just 2 years ago and requires a 

similarly different approach. We look forward to sharing our analysis and insights directly with you through 

the coming year. 

 

 

 


