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Overview

Peter Shakeshaft,
Chief Executive Ofﬁcer

At the change of the ﬁnancial
year, we naturally look to the
‘lay of the land’; our enterprise
landscape, business practice
and inﬂuencing factors. We
review lessons learned in the
previous year and trends from
periods beyond that and
consider the opportunities in
the months ahead, adapt our
strategy where we need to as
we work to achieve our clients’
and our business’ goals.

Every year has its individual challenges and high points, as does
every vintage, and one of the standout features of 2016 is the
planned Referendum in June on Brexit. I have commented in the
Hufﬁngton Post and in our blog recently on our view of Brexit and
the potential ramiﬁcations for wine.

the wine market, has felt the pain, licked the wounds and now
returns with lessons learnt to the market with a broader focus but
still intent on buying. Analysts are comparing the current market
status to that prevailing pre-2008 and Liv-ex Director, Justin Gibbs’
view is in line with ours: “the shape of the market is back to what it
was before China ever happened. The bubble has gone, the market
has normalized.”

We have already witnessed Sterling sensitivity and we can expect
this to continue as we get nearer to the 23rd June (‘B Day’). Our
buying strategy ensures currency risks are managed effectively and
our clients continue to beneﬁt. Ultimately, nobody knows the full
implications of Brexit, and we can all point to questions over
currency, trade and future regulation, no matter what sector you
operate in.

We have all learned a lot during Bordeaux’s doldrums, the market has
broadened, diversiﬁcation is a key strategy for a robust, rewarding
wine portfolio and we expand on that in this report.

The 2015 vintage
One of the key inﬂuencing factors on the industry mood and energy
in any year is the quality of the previous year’s Bordeaux vintage and
the success of the en primeur sales campaign which commences at
the start of the new ﬁnancial year.

With this in mind we have brought together our collective thoughts in
this report with an analytical view on the market and expectations
for the year ahead from our Head Buyer and Analyst, Martin
Pruszynski, the Broker’s View from Lewis West and the Tax
Treatment of Fine Wine from specialist advisor, Peter Owen.

During the harvest last year we were in Bordeaux to get the ﬁrst
indicators of quality from some of the key chateaux, including

Overview of the ﬁne wine market in 2016:
2016 has deﬁnitely started on the right note for the ﬁne wine
market. Liv-ex has published a stream of positive market statements
since the start of the year. The Bordeaux 500, for the ﬁrst time since
before the peak of the market (May 2011), is now the best
performing sub-index of the Liv-ex 1000 over one year. It looks like
the Bordeaux Blues are over, and this is a great thing for the market
as a whole.
The most inﬂuential wine-growing region for investors has had it
tough for nearly ﬁve years, an unprecedented period in ﬁne wine.
Bordeaux has strength, breadth and depth right now with plenty of
scope to enhance your wine portfolio at all levels.
This much anticipated resurgence in demand for Bordeaux, has been
driven by buyers returning to the market, but looking for value,
notably, Asian demand for key brands at lower price points. Have we
come full circle? The return of a more discerning consumer from the
East who, having triggered the most extraordinary negative period in
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Angelus and Cheval Blanc. Bordeaux is excited, 2015 is full of
promise, not only the best vintage since 2010 but one believed to be
of note in periods beyond that.
Key to the early stage success will be the pricing strategy adopted
by the negociants. This will be further exacerbated for UK buyers this
year with Brexit and the potential ongoing negative effect on the £:€
conversion over the campaign period. We will be with our Director,
Renaud Ruer, in Bordeaux early April to gage the vintage and look at
the best opportunities for our clients.

Industry critics
Over the last year we have seen reduced commentary from Robert
Parker, the 2014 campaign was the ﬁrst en primeurs not reviewed by
the industry’s most revered critic over the last 20 years. We are
seeing the growing proﬁle of a number of challengers for his title with
perhaps Neal Martin (Parker’s named successor for the Wine
Advocate), and Antoni Galloni the newcomers challenging the ‘old
guard’, James Suckling and Jancis Robinson, for supremacy.
Ultimately, there is more emphasis now on regional specialisms and
notably none yet has, nor may have again, the staggering inﬂuence
over market price that Parker achieved in the last decade. We will
monitor them closely this year to determine which if any will truly be
most likely to ﬁll the ‘Big Man’s’ shoes.

The Vin-X position
2016 has the hallmarks of being a signiﬁcant year for the ﬁne
wine market and our clients. We have a track record of selecting
wines which outperform market trend and we continue to
strengthen our supply relationships, further beneﬁting our
clients. Fine wine is increasingly recognised as an alternative
asset, which provides low-risk, strong long-term growth
potential to a rounded investment portfolio. With this
background we are continuing to develop our services to a
growing community of investors in ﬁne wine introducing
innovative and exciting new ways for our clients to learn more
about and enjoy ﬁne wine. For more information please visit
www.vin-x.com.

For certiﬁed and self-certiﬁed investors: Those individuals meeting
the appropriate criteria please contact info@vin-xeis.com for
information.
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A Post Mortem on 2015
2015 was something of a
curate’s egg for the market as
a whole. The broadest Liv-ex
index (Liv-ex 1000) was up
just over half a percent, the
Burgundy index, Italy index,
the Rest of the World index
and the Bordeaux Legends
index all saw small positive
movements. After the last
four years there is much to be
Martin Pruszynski,
taken from that, and even
Head of Procurement
positives to be seen in the ﬂat
year for the Liv-ex 100 and the very small (0.7%) fall in the
Liv-ex 50. It was a tricky year for the Rhone 100 index, the
largest faller, which was down 3%.
Even in ﬂat years individual wines can still buck the trend and deliver
growth, as can be seen in Figures 1 and 2.
Figure 1 shows the average performance across all the wines and
vintages sold on Liv-ex for the best performing wine producers that
Vin-X clients were exposed to last year. The top of the Liv-ex Power
100, an annual review which ranks the world’s most powerful 100
wine brands, was dominated by hard to ﬁnd (and sometimes quite
illiquid) wines from the USA and Burgundy. An example of strong
performance was Larcis Ducasse, which blew everyone away with a
100 point rescore for the 2005 vintage, shifting prices from under
£1,000 to where it trades today with an average list price of £2,000.
Vin-X clients did very well with their exposure to Scarecrow and
Screaming Eagle, but even though Bordeaux performance overall
was somewhat ﬂat, this shows that gains could certainly be made.

Figure 2 shows the best performing individual wines in Vin-X client
portfolios over 2015, as measured by the change in Liv-ex
benchmark market price (BM in ﬁgure 2):

Figure 1

Figure 2
Vintage

Change in Price (BM)

Mission Haut Brion

2005

28.93%

2

Cheval Blanc

2005

28.40%

7.62%

12

Louis Roederer, Cristal Rose

2005

26.51%

DRC

5.67%

19

Haut Brion

2005

21.07%

Pavie

4.90%

21

Beychevelle

2008

10.53%

Mouton Rothschild

4.44%

25

Lynch Bages

2000

10.00%

Pin

3.84%

33

Mouton Rothschild

2005

9.33%

Haut Brion

3.61%

35

Latour

2005

9.24%

Leoville Las Cases

3.60%

36

Latour

1996

8.16%

Moet & Chandon

2.23%

49

Mouton Rothschild

2003

8.08%

Brand

Change in price

Rank

Scarecrow

19.88%

1

Screaming Eagle

15.14%

Angelus

Wine

Source: Vin-X and Liv-ex

Source: Liv-ex Power 100, 2015
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Portfolio structure
When thinking about investments it is always important to consider your portfolio structure, both holistically and within any particular asset
class. For instance, if you want exposure to gold you would seek a mixture of ETFs, gold itself and miners, if you want exposure to the coming
changes in energy you might have a mix of companies that build wind farms, companies that run wind farms and companies that are
developing the new generation of battery technology. Wine is no different, it pays to have a solid portfolio split.
Your individual needs and preferences will of course impact on the precise shape of your portfolio, as will the shape of the market at the time
you’re investing. With all the appropriate caveats Vin-X’s theoretical ideal portfolio would look something like the illustration in ﬁgure 3:

Figure 3 - Vin-X Theoretical Portfolio Model

The largest part of a portfolio will, the vast majority of the time, be Bordeaux; its performance and liquidity demands it be the hub of any wine
investments. Within the Bordeaux segment there should be a sensible split, including strong brands in ‘poorer’ vintages, these have a
peculiarly good history of performance, and second wines.
There is of course room for ﬂexibility, if, for instance, an investor is comfortable with lower liquidity, i.e. is less risk averse, then you might
include more wines from outside Bordeaux, if the portfolio is for a shorter term hold you might look at more wine from lesser vintages, or if a
portfolio is of a signiﬁcant size you might be able to accommodate more Burgundy particularly from DRC1.

A note on “Super Tuscans” and other regions
In the last 24 months we have started looking more seriously at American wines, particularly Screaming Eagle and Scarecrow. These were the
two wine brands with best year on year growth in values in their wines on the Liv-ex Power 100 last year.
Before the markets started to turn in 2011, Vin-X were recommending that clients look to Italian wines as a great area for diversiﬁcation, in
particular we sought out the Super Tuscans like Ornellaia and Sassicaia. The Italy 100 index performed particularly well over the following two
years and these two have proven to be the most traded of the Tuscan wines and thus offer the best liquidity, as well as some of the best
returns. Masseto has shown better performance but its liquidity is not as good, the volumes available are signiﬁcantly smaller and the entry
price signiﬁcantly higher.
We think now is a good time to move the Italian focus to other areas, particularly Piedmont. Piedmont wines still have a slightly cult following,
and do not trade as heavily, but we believe they may be the next growth opportunity outside of Bordeaux.
When considering these less ‘liquid’ wines for investment it is always particularly important to consider the price point and storage costs. The
risk proﬁle of these other regions is a little different and that might mandate holding the wines for longer. Tignanello can be bought for
£500/12, with storage at £15/case you need 3% growth annually just to stand still (eminently achievable but still a risk factor), this is one of
the key reasons we would advise looking at higher cost wines.
1

DRC Romanee-Conti frequently sells in excess of £10,000/bottle.
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Projections
Vin-X are wary of making raw projections for growth in the wine market. Much of the data we would want to have available simply doesn’t exist
and projections are inherently blind to the uncertainty and shock events that inﬂuence market dynamics. This is why we prefer to talk in terms
of broad market exposure and picking sectors rather than stocks. Having said this, there is undoubtedly some value to projections with
appropriate caveats, and a new ﬁnancial year is a ﬁtting time to be making them.

Liv-ex indices’ values
Having been generally stable since mid-2014 the Liv-ex indices have all seen notable uptick since the turn of the year. For the ﬁrst time since
before the market peaked in 2011 the broadest Bordeaux index, the Bdx500, is the best performing Liv-ex index in the year to the end of
February 2016.
We have run a simple linear progression in Figure 4 on three of the major Liv-ex indices from the end of November 2015 and projected forward
a year to get an idea of what we might see if current trends continue. The ﬁgures are interesting and suggest wine investors may have their
best year for quite some time:

Figure 4
Index

Projected Annual Growth 2016-17

Liv-ex 50

12%

Liv-ex 100

5%

Liv-ex Bdx 500

7%

As already mentioned caveats apply to projections such as this, but it still holds some value to investors, the average across these three
indices is 8%. Which of these indices is most appropriate to consider depends on the structure of an individual portfolio.

Market split
One of the major trends over the last few years has been the broadening of the market for investment wine away from the laser focus on First
Growths it exhibited for much of the last decade. As prices for Bordeaux have fallen since 2011 the share of the market it takes up has also
shrunk, and for 2015 it accounted for less than 75% of the total trades on Liv-ex. 2016 has seen this ﬁgure rebound slightly, a trend we expect
to continue, a ﬁgure approaching 80% seems reasonable, particularly if the market sees a successful En Primeur campaign for the 2015 vintage.
Figure 5: Regional Split of Sales on Liv-ex
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Short-term vs long-term, prime vs off-prime
In the short term we expect to see the recovery led by wines from less notable vintages where the brand value dominates the buyer’s thinking
and the price per point ratio tends to be higher. Data has consistently supported this conclusion over the last decade or so.
There is reason to believe that in the long term this may start to change, however. The current trend of brand led value buying has been
dominated by the Chinese market, as consuming wine becomes more and more entrenched in that region it is reasonable to expect that
buyers will mature and become more sophisticated. More sophisticated buyers tend to be more concerned with the outright quality of a
particular wine from a particular vintage rather than chasing the best priced Laﬁte or Mouton that money can buy.

Top 5 prediction for 2016:
■ Britain to stay in the EU
■ Liv-ex indices to see a positive year with growth in the
region of 5%
■ Vin-X clients to see growth of 8%, continuing our trend
of outperforming the market
■ Major chateaux to hold back signiﬁcant volumes of stock
in 2015’s En Primeur campaign
■ Bordeaux to be the best performing wine region in 2016

Risks
The prospects for wine investment are currently relatively sunny, after a difﬁcult period a return to mean appears to be occurring, however
there are risks ahead that could interrupt this progress. Among these are:

■ Brexit
One of the few absolutes when talking about markets is that they dislike uncertainty. The prospect of an EU referendum in June is already
having signiﬁcant impact on the wine market in the UK as Sterling’s wobbles dramatically affect the cost of importing wine from Europe.
Much of the trade is hoping to make the best of the intervening period by sucking up any wine available within the UK and so not having to
pass onto their clients the consequences of a falling pound.
On the face of it a Brexit may beneﬁt existing wine investors in the shorter term, the fall in Sterling that we could expect would likely have a
positive impact on the market values of existing stocks, however the longer tail consequences are murkier. If prices see a sudden rise in
response to currency ﬂuctuations there could be a signiﬁcantly depressive impact on demand for the very high end wines that make the
bulk of investment purchases, causing a subsequent fall in prices. The UK makes up a large enough slice of ﬁne wine purchases that it
could easily impact on the market as a whole.
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The best example we have of the potential consequences of a serious and sustained fall in Sterling can be seen if we revalue the Liv-ex
index in Roubles. The Rouble has fallen massively against Sterling over the last 18 months or so and had signiﬁcant impact on the value of
wine holdings held by our Russian clients.
Figure 6: LVX50 & 100 - GBP vs. RUB

Currently, polling and betting markets are at odds on the outcome of a referendum. Polling is mostly within the margin of error while betting
markets favour a remain vote (71% chance according to Betfair)2.
Whatever the outcome, whatever the consequences, Vin-X clients are well placed to take advantage. We have taken up signiﬁcant volumes
of stock from private (i.e. non trade) sources in the last few months to prevent our clients having to pay a £:€ premium, we also have full time
‘boots on the ground’ presence in Bordeaux ensuring that if we do buy from Europe we can access the best possible prices for the most
attractive stocks.

■ En primeur
A successful en primeur campaign is great for the wine market, particularly for Bordeaux, a big chunk of publicity and spending, disappointed
customers who don’t get as much as they would like in the campaign spend on back vintages. By contrast a poor en primeur sucks
customers’ and merchants’ enthusiasm for Bordeaux and can be a serious negative for investors. It is no accident that the particularly poor
campaigns for the 2011, 2012 and 2013 vintages coincided with falling prices, the ﬁrst two in particular torpedoing developing recoveries.
We know the quality is at least good, so the big risk for en primeur 2015 is that its prices will be too high, particularly in the context of
prevailing currency issues. Bordeaux has shown unwillingness to release at sensible prices for the last few years, however, the successes
that were seen in 2014, and the reception to a number of ex-cellar releases in the last 3-6 months should help move them in the right
direction.

■ Broad economy
This is a category where most of the unknown shocks would come in. There are signiﬁcant risks to the world economy currently, which
could have an impact on many investment markets. This is why it is good to have a varied portfolio including alternative assets like wine to
ensure that no matter what’s happening, something should be seeing some growth.
Wine is unusual in that it displays some features commonly seen in defensive investments like gold that might mean a global downturn
could in fact be positive for the market. The Liv-ex indices saw signiﬁcant growth during the dot com crash and although there was a sharp
drop at the end of 2008, the period 2008-2011, during the most recent economic crisis, saw signiﬁcant growth in the value of wine.
Our previous research comparing wine to other investments (including equities, property and gold) has shown wine to be a remarkably robust
asset over a long period of time; during periods of sustained asset growth and during times of trouble it has signiﬁcantly outperformed all
other assets. While the broad economy and other unknowns are always a risk for investors we believe this trend will continue.
2

https://betting.betfair.com/politics/uk-politics/brexit-betting-update-eu-referendum-whos-right---the-polls-or-the-markets-040416-204.html

08

Fine Wine Report - Financial Year 2016 - 17

The Broker’s View
The ﬁne wine market has seen
signiﬁcant developments over
the last ﬁve years, changing
from an asset class that was
deemed for those in the know
and the ‘old boys club’. The
traditional method of purchasing two cases, squirreling
one away in well stocked
cellars and allowing it to pay
for the second case has
almost been forgotten. With
Lewis West,
online
trading platforms such
Associate Director
as Liv-ex and dedicated
brokerage houses anyone who wishes to invest can have
access to the tools and know how to do so. Our CEO says
‘every investor should have a case of wine in their
portfolios’, now they really can.
end the falls have allowed for much needed diversiﬁcation. All those
you speak to in the sector will agree that the Bordeaux market will, all
other things being equal, remain the mainstay of any wine investor’s
portfolio, however the correction in the market allowed several other
regions to push through.

Over the last few years there have been a number of key events that
have dictated the state of the market today. The most signiﬁcant
was the inﬂux of the Asian consumer and collector at the end of the
Noughties. This key event set the landscape for the last ﬁve-year
cycle. We all know of the Chinese love affair for Fine Bordeaux, when
Hong Kong abolished its import duty it allowed the ﬂood gates to be
opened to one of the largest developing wealth hubs in the world.

Investors looking to guard their portfolio against Bordeaux downturn
ventured into the US, Italian, Burgundy and Champagne markets,
among other regions, which allowed these sectors to thrive. Their
respective market shares in many cases have tripled over the last
few years. You’ll see elsewhere in this document our views on what
a balanced wine portfolio should look like.

Those who had begun amassing wealth now had access to another
western luxury that would soon become an iconic ‘deal maker’, when
a bottle of Laﬁte was displayed during a business meeting. Many of
my clients were able to capitalise on these developments to see
signiﬁcant proﬁts: the most commonly cited example is seen in
Laﬁte Rothschild 2008, available en primeur in 2009 at £1,450 per
12 shot up to £14,000 within 18 months.

We are enjoying today a much more robust marketplace: there are
more wines traded than ever before, the major exchange reached a
record high this year of £30M worth of wines being offered for sale,
the bid offer ratio breached 110%, a strong indicator towards a
market uptrend. The last time the bid offer ratio breached 100% was
pre-bull run territory in 2010 and the regional split of sales is
healthier.

The Chateau then looked to follow this trend of capitalising on the
booming wine market and when the 2009 & 2010 vintages were
released they were not only back-to-back best ever but also the
most expensive chateau releases in Bordeaux history. That they
sold at all at the prices being asked for was a testament to their
quality, the strength of the Chateau’s marketing operation and the
optimism in the wine market at that time. In a clear show of China’s
appetite for top wines a case of en primeur Laﬁte 2009 sold for
£42,000 at auction in Hong Kong.
In 2011, when the market was at its peak, there were 3,000 active
markets on the exchange (wines with trading activity), the vast
majority was Bordeaux which consistently accounted for 95%+ of
the market. Today, Liv-ex has nearly 6,000 active markets on the
exchange with Bordeaux accounting for around 75% by value.
The key point to take from these ﬁgures is that although the
Bordeaux market has suffered over the last couple of years in the
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Vin-X called the bottom of the market in summer 2014. It was a
brave, and as it turns out, prescient call. Since then the market has
been stable but lacked real growth, now we are seeing a more
fulsome recovery. Since the 22nd of November 2015 we have seen
a 5.2% increase on the key index, the Liv-ex 50 (tracking the last 10
physical vintages of the First Growths) and up 3.8% since the start
of 2016. Although there is some caution we feel this is a true pivot
point.

We have played the market very cleverly over the last few years
focusing on diversiﬁcation and trophy vintages such as 2005 which
beneﬁted from a Parker rescore; we believe identifying the best
opportunities for growth, the potential of which to be realised as the
market returns to long term standards.
A key factor for 2016 has to be the success of the 2015 vintage en
primeur campaign, which will be dependent on the pricing strategy
adopted by Bordeaux. The 2014 vintage showed that where release
prices were reasonable demand was very high indeed, where
chateaux overpriced demand was anaemic. Hopefully, lessons have
been learnt as no doubt a successful en primeurs campaign
breathes energy through the overall market.

This movement has been born out of investors looking for value and
high scores and it is time Bordeaux became part of that focus again.
Laﬁte 2009 can be acquired now with years in the bottle, and
inevitably there are fewer cases around. The traditional markets such
as the US are reengaging and there is an Aladdin’s cave of
opportunity for those shrewd, long term wine investors.

Clients have been reengaging in top Bordeaux vintages such as the
2000, 2005, 2009 and 2010 and have also continued to venture
towards the strong performing regions such as the US. Average
portfolios have begun rising right through from collectors with
£5,000 up to those with £250,000. The market rises have led to a
strong string of purchases especially from those with a longer-term
view. Due to the strategic stock selections we have made over the
years we have seen our clients’ portfolios outpacing the Liv-ex
indices trends and we look forward to a positive year ahead.

The market is moving on many fronts with good growth rates being
seen both in and out of Bordeaux. As the Liv-ex Power 100 2015,
notes the top two performing wines of 2015 were both US
Californian cult wines showing 19.88% and 15.4% growth, the latter
of which has an average price tag of £17,500. On the other end of
the spectrum, Liv-ex reports that the “Super Seconds” are in fact up
12%.
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The tax landscape for investors in ﬁne wine 2016/17
Following George Osbourne's
budget on 16 March 2016 and
publication of the Finance Bill
2016 on the 24th March, we
now have a pretty good
understanding of what to
expect. The main thrust is that
there are no real changes that
directly effect investments in
ﬁne wine but there are some
changes to the taxation of
some other asset classes that
Peter Owen,
may
indirectly have an
Gatwick Enterprise Tax Services
Limited
inﬂuence on broader asset
allocation within a balanced
portfolio. We have not considered these here.

are in the same position providing we can take advantage of the
Chattels or Wasting Assets exemptions for Capital Gains Tax
purposes. The key here is staying within the remit of Capital Gains
Tax.
Taking this analogy further we need to consider an investor looking
for capital growth over a period of time who establishes an initial
portfolio and adds to this over time and buys and sells certain
vintages from selected vineyards to improve the balance and likely
returns of this portfolio. In this scenario it is also probable that our
individual stays within the remit of Capital Gains Tax as the buying
and selling here is not with a view to making a proﬁt but as part of an
investment strategy much as would be the case in managing a
portfolio of shares.
Finally, at the other extreme, we consider the speculator looking to
buy and sell in the short term always with a view to realising proﬁt
where the wine is held as stock in trade rather than as an investment
asset. In this case we are not within the remit of Capital Gains Tax but
will be making proﬁts or losses subject to Income Tax.

With the Brexit vote nearing and uncertainties in terms of GDP
growth, future budgets are likely to have to introduce signiﬁcant cost
savings and, or, an increase in taxation. Interestingly, if we go back to
the 80's, the biggest increase in tax collection was caused by
reducing the highest rate of income tax from 60% to 40%! Could we
see something similar in 2017?

Most individuals investing in ﬁne wines will be concerned only with
Capital Gains Tax on sales, however individuals with signiﬁcant
volumes of trades may need to take advice to ensure that they have
not slipped into trading. It is not inconceivable that an investor could
transition into a trader if their motive for holding the wine switched.

The potential to raise signiﬁcant taxes from investors in ﬁne wine
taken in isolation is unlikely to be high enough to warrant special
attention. However changes could be forced by media interest if, for
example, a high proﬁle politician or similar was found to be making
signiﬁcant tax free returns and public interest was such that it
became expedient for the chancellor of the day to make speciﬁc
changes. Other changes would be as a result of broader alterations in
tax legislation where investments in ﬁne wine are simply caught but
not targeted directly.

However, I am reminded of a conversation I had with a senior partner
at the ﬁrm of chartered accountants that I trained with in the 80's
who explained that the trick was to buy two cases to lay down. One
case to be drunk and one to be sold to fund the acquisition of two
further cases to be laid down on a six year cycle. What was the
motive for buying the second case; investment or trading? I suspect
in this particular example the reality of selling rather than consuming
was largely academic.

In considering possible exposures to UK taxation it is probably best
to look at the various major relevant taxes one by one. It is also
worth noting that liability to taxation in the UK depends on an
individual's residence and domicile status. Here, unless stated, we
are looking at the tax exposure of a UK resident and domiciled
individual.

Capital Gains Tax
Most, if not all, transactions by an investor in ﬁne wine will be subject
to Capital Gains tax. For ﬁne wines and fortiﬁed wines with an
expected life of 50 years or more, or where an individual bottle or a
"set of bottles" is sold after 5 April 2016 for more than £6,000, gains

Basic Considerations
Before delving into the various taxes it is necessary to consider the
motivation behind any given purchase of wine.
For example, if you are purchasing the wine to lay it down for a
number of years in anticipation of enjoying the wine when it is at its
predicted best then this is not an occasion for tax. This is regardless
of how much you may have saved over and above buying the same
vintage later and simply drinking it.
If we now consider the same scenario but with an individual who may
buy and sell wine to diversify a holding before enjoying the wine, we
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Fine Wine Report - Financial Year 2016 - 17

will be taxed at 20% for a higher rate tax payer, (28% in recent years
to 5 April 2016).
Two signiﬁcant exemptions exist and are much used by investors in
ﬁne wines; the Wasting Assets and the Chattels Exemptions. For
wines to be classed as Wasting Assets they need to have an
expected life at purchase of no more than 50 years and much has
been written about this in the context of ﬁne wines. HMRC see the
test as whether there is evidence of particular ﬁne wines that are
regularly kept for more than 50 years and make the case that this
will be the normal assumption for fortiﬁed wines. As this is a
relatively grey area advice regarding the expected life of a particular
vintage should be sought at acquisition, as contemporaneous
evidence from a respected specialist at the time of acquisition is a
powerful defence if challenged by HMRC. Even if the Wasting Asset
exemption is not available then for sales of individual bottles or "sets
of bottles" for less than £6,000 should fall within the Chattels
exemption.

anniversary of the gift then any liability tapers on a sliding scale
between years three and seven but any growth in value in this time
would be outside your estate.

Other Tax Reliefs
For individuals who wish to invest in the ﬁne wine or drinking wine
sectors there are a number of opportunities available to invest in
companies and possibly take advantage of Seed Enterprise
Investment Scheme and the Enterprise Investment Scheme. SEIS
and EIS investments can attract valuable Income Tax reliefs on
investment and Capital Gains Tax exemptions on sale. The availability
of the relief requires cash investment by way of a subscription of
shares by a qualifying individual in qualifying shares in a qualifying
company and for those shares to be held for at least three years,
(the three years starts at the later of the date the shares are
subscribed for and the company commencing to trade). All reliefs
are lost or clawed back if the company ceases to be a qualifying
company or if the shares are sold before the three years is up.

Sets are generally taken as two or more assets sold to the same
person where the value of the set is more valuable than the sum that
could be obtained by selling the bottles individually. This would apply
in many scenarios where individuals are selling a case or a half case
at a premium as opposed to one bottle at a time and again obtaining
advice at the point of sale would be wise.

Income Tax
Income tax on proﬁts will only be applicable for individuals who are
actively trading wine with a view to proﬁt as referred to above.
Income tax on such proﬁts would be levied at an individual's marginal
rate, up to 45%, but with the advantage that losses could be offset
against proﬁts or, in some cases, offset against other income. For
most investors in ﬁne wine being treated as a trader is unlikely
unless, for example, you are a high proﬁle individual who publicly
declares that it is now your intention to cease holding wine as an
investment and instead, now look to actively trade the asset with a
view to proﬁt.

If SEIS or EIS is not available a new relief will be available for
individuals who subscribe for shares in trading companies subject to
certain conditions that allow a sale of these shares to attract a10%
rate of Capital Gains Tax providing the shares are held for at least
three years. This relief was announced on 16 March 2016 as part of
the budget.

Inheritance Tax

In Summary

There are no special Inheritance Tax advantages in holding a portfolio
of ﬁne wines at death. The portfolio will form part of your estate at its
then market value irrespective of the cost you incurred in
establishing the portfolio.

With care a well-managed portfolio of ﬁne wines can attract valuable
Capital Gains Tax reliefs. Care will need to be taken with individuals
making many purchases and sales of wine that they are not deemed
to be trading but this can be managed. Without planning, Inheritance
Tax is an issue but the ability to make Potentially Exempt Transfers
should not be discounted nor the fact that a portfolio of wine should
be easily turned to cash by an executor so apart from the tax the
asset is not a problem in itself.

However, if you were considering making life time gifts with a view to
making Inheritance Tax Potentially Exempt Transfers then wine may
be an ideal asset if each of the transfers either fall within the Wasting
Assets or Chattels exemptions. Other than cash a transfer of an
asset by way of gift usually gives rise to a Capital Gain. So handing
down a wine portfolio and educating the next generation of ﬁne wine
enthusiasts may well be an enjoyable way of sharing time with sons,
daughters, grandchildren and similar whilst at the same time
managing the value of your estate. Providing you survive 7 years
from the date of the transfer the Potentially Exempt Transfer will not
be subject to Inheritance Tax. If you were to die before the 7th

It should be noted however that each individual’s circumstances will
be different and therefore how an individual should actually be taxed
will be based on this. Individuals should therefore only treat the
above as a general guide and should always seek their own
professional advice in deciding how any particular transaction or
series of transactions ought to be taxed.
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Vin-X Fine Wine Experiences
Vin-X continues to signiﬁcantly grow its own products and services to
the market with the launch of its events service delivering ﬁne wine
experiences and new wine investment clubs with sports personalities.

The Vin-X Events Team creates great occasions where you can learn
more about ﬁne wine and enjoy meeting the estate owners and
makers of some of the world's most sought after wines.
We take clients to Bordeaux, and other key wine growing regions.
There is nothing like seeing where your wine is made and you can
join us on harvest trips, cellar tastings and exclusive dinners in some
of the top wines estates and at unique events in the UK. You can
choose to join one of our planned wine tastings or our team will help
you to host one with your own clients or friends, where we provide
the wine, education and fun!
Our wine tastings with Charlie Womersley provide a
general introduction to wine and the opportunity to taste
some of the investment-grade wines Vin-X specialises in
and the other wines produced by these great estates. For
more information on ﬁne wine experiences with Vin-X’
between please contact us for a Charlie Womersley Events
pack.
For more information please contact us on
events@vin-x.com or 0203 384 2261.
13
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Vin-X Wine Investment Clubs
We have created our wine investment clubs to provide the
opportunity to share in building a wine portfolio whilst learning more
about investing in wine as an asset and enjoying tasting and social
events with fellow members. Former England cricketers, Matthew
Hoggard and Gladstone Small have both created clubs with us where
they will share the experience with their members and enjoy some
ﬁrst class international sport too. We also create wine clubs for any
group of individuals, whether colleagues, friends or members of
another club or association, allowing everybody to learn together and
share the cost of a portfolio whilst having some fun.
Matthew Hoggard

For more information on forming a wine club with Vin-X or joining
Matthew’s or Gladstone’s, please contact Warren Rumsey on
clubs@vin-x.com or 0203 384 2261.
The Gladstone Small 2015 Fine Wine Investment Club

The Matthew Hoggard 2015 Fine Wine Investment Club

Gladstone’s tip, 2.30 ‘Winetaster’ won by a neck!

Fine wine, Test cricket at Lords and they’ve put me on the top table! Can’t wait to meet Hoggy!

Gladstone Small

Team News
Our team expanded signiﬁcantly in 2015 to deliver these new
services with the appointments of Business Development directors
Warren Rumsey and former England cricketer, John Morris.
Geoffrey Dean, wine columnist for a
number of trade publications also joined
us to enhance the information we
provide to our clients. Geoffrey provides
regular commentary on the industry,
producers and individual wines through
the Vin-X website, newsletters and
special reports. He also speaks at Vin-X
events and has accompanied clients on
tours to Bordeaux.
For more information on all of the Vin-X services and to register for
our free newsletter please visit www.vin-x.com

From left to right: John Morris, Peter Shakeshaft, Renaud Ruer,
Charlie Womersley, Warren Rumsey.
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