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Q1 2022 MARKET UPDATE

What a start to the year. Mainstream assets tumbled, besides
commodities, as market sentiment soured and investors went into
risk-off mode. Russia-Ukraine conflict and escalating COVID outbreak
in China injected uncertainty and exacerbated inflationary concerns,
driving big intraday volatility in most markets. 

Yet, fine wine maintained its composure and continued its steady
ascent, offering stability and returns against a very contrasting
backdrop and highlighting one of the key benefits of investing in this
asset class. All regions, as they did last year, posted gains. 

LIVE-EX 100 PERFORMANCE IN  Q1 2022

PERFORMANCE BY REGION IN Q1 2022

The leaders in 2021, Burgundy and Champagne, have continued to
shine, both seeing growth with new releases.
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BURGUNDY

Burgundy, up 14.6% in Q1, dominated the chart of the 10 biggest
price performers in Liv-Ex 1000 during the period, headlined by the
likes of 2012 Domaine Leflaive Batard-Montrachet Grand Cru, 2008
Domaine de la Romanee-Conti Grands Echezeaux Grand Cru and 2014
Domaine Georges Roumier Bonnes Mares Grand Cru. 

The 2020 Burgundy En Primeur turned out to be a highlight, a superb
vintage for both red and whites, while the concern remains the ever
diminishing yields, which has not only reinforced but also heightened
the awareness that competition for great Burgundy will only
intensify. We see this in the global demand, which is firing on all
cylinders, with high net worth individuals, particularly in the Asia and
the US, looking to drink as well as to invest. 

Liv-ex noted that its Burgundy 150 index was up 40%+ over the last
12 months and has more than doubled in value in the past five years.
Yet, risk of a bubble is not our base case thinking. The broadening of
the market, the inelasticity of demand and the challenges in supply
all favour further legs in this rally. 

CHAMPAGNE

Like Burgundy, collector’s thirst for Champagne remains insatiable.
The region enjoyed another 9.6% rise and is now the fourth largest
market by share at 11.5%. It took the top spots in terms of wines
traded by value, including three vintages from Louis Roederer’s
Cristal, on the back of the market’s reaction to the newest 2014
vintage. Both new releases, including 2014 Bollinger La Grande
Année Rosé and 2014 Cristal, as well as back vintages we sourced,
especially the 2008 Taittinger Comtes Rosé, sold out, in dramatic
fashion. 

This substantiates our view that the investment potential in
Champagne is more than just seasonal. It is another region where
demand-supply imbalance is becoming increasingly more significant,
and our long-term outlook should continue to pay dividends. 
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Meanwhile in Bordeaux, critics have been re-assessing the 2019
vintage as it becomes physically bottled and favourably so. The in-
bottle scores reflect the promises the wines held while they were in
barrels, as the vintage is being embraced as one of the best Bordeaux
has ever seen. As it was priced during the pandemic, the vintage has
also appreciated quickly in a relatively short amount of time,
especially rewarding collectors who bought on release. 

Positive critical reports have led to an increase in activity for 2019,
as it became the most traded Bordeaux vintage by value and second
by volume in the month of March. Along with the release of the 2014
Latour, latest available for the First Growth, through La Place, the
success of 2019 has drummed up sentiment for the region,
particularly as we draw closer to the next En Primeur. 

BORDEAUX

According to the newest Knight Frank Wealth Report, luxury
investments have shown strong performance in 2021, generally
increasing by 10% or more. Fine wine has led the category, along with
watches, outperforming the likes of art or cars. The outperformance
has been driven by interest from investors on the back of inflation
worries but also idiosyncratic supply shortages, playing into the
economics of supply and demand. Wealth increase is favourable for
luxury assets generally, as well as investors looking to market hedge,
but considerations such as tax and ESG are also topical and specific
for fine wine that could very well drive further growth in this passion
play. 

FINE WINE
OUTPERFORMING OTHER
PASSION ASSETS
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OUTLOOK FOR 2022

Entering this year, we could not have foreseen the events that were
to take place. However, fine wine has shown a consistent track
record in its ability to provide stability and returns in periods of
macroeconomic uncertainty. 

The main industry event coming up is the Bordeaux En Primeur 2021,
which is believed to offer more variability in quality than the
preceding trilogy of vintages, but also less in supply. The campaign
will inevitably be a focus of collectors and drive market activity over
the next quarter. The key, with a long-term view in mind however,
remains staying selective and staying diversified. Allocating to fine
wine will pay dividends, as it bolsters returns while moderating risk.
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