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A Vega Sicilia vineyard in Spain. Image credit: Vega Sicilia

 
By SARAH RAMIREZ

MADRID Investments in high-end wine may not be as lucrative as they once were, but the beverage industry remains
a low-risk avenue for affluents to begin experimenting with investing.

Per a panel on May 20 moderated by Financial T imes associate editor and chief economics commenter Martin
Wolf, the global wine market has seen recent changes in terms of both production and sales, at the FT Business of
Luxury Summit 2019. The largest producers of wine are no longer the biggest consumers, although more wine is
produced than consumed worldwide.

"China is close to overtaking the United States as biggest market for wine, if it hasn't already," said Jancis Robinson,
master of wine and wine correspondent at the Financial T imes.

World of wine
As of 2016, the global wine market was worth more than $288 billion according to Ms. Robinson.

The U.S. and China both have wine markets valued at over $40 billion. France, the United Kingdom and Japan follow
as the largest consumers of wine.
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Many affluents show interest in learning more about wine-making. Image credit: Four Seasons

While European wine producers, including France and Italy, used to be leaders in the consumption of wine, rates of
wine drinking have declined because of health concerns. Ms. Robinson said this is especially apparent in Spain,
where young consumers have begun to avoid wine.

Other markets, however, are showing continued interest in enjoying wine.

Vega Sicilia, a Spanish winery that founded in 1864, makes 10 percent of its  sales in Mexico. With its reserve bottles
of red wine selling for upwards of $500, the family-owned winery made $1.2 million in sales last year.

Antonio Menndez, Vega Sicilia's managing director of sales and marketing, attributes the popularity of red wine in
Mexico due to the country's strong Spanish heritage. Switzerland and the U.S. are also large markets for Vega Sicilia.

Although China has a mature market for beverages, selling wine there comes with its own set of challenges.

According to the IWSR "Ecommerce Study: A strategic roadmap for alcoholic beverages," China's ecommerce
market for alcoholic beverages is currently at $6.1 billion, four times higher than the United States. Wine is the most
popular form of alcohol bought online, with a typical 60 to 70 percent share of sales (see story).

"Getting wine into mainland China is very difficult," said Simon Staples, fine wine director at Berry Bros. & Rudd,
noting the duty taxes and other complications that come into play when importing wine from Hong Kong to
mainland China.

Wine production is on the rise in typically cooler climates as global temperatures climb. Image credit: Berry Bros. &
Rudd

Furthermore, climate change is also impacting wine production.

Ms. Robinson explained that rising temperatures have expanded the areas where grapes can ripen for wine
production. She revealed that wine from unexpected countries including Canada and the U.K. has improved in
recent years.

Vega Sicilia is also producing dry wine at its  Hungary vineyard for the first time.

Beverage investments
Changes in production has also changed investment strategies.

Mr. Staples primarily invest in wine, but laments that there is little worth investing in from regions such as Bordeaux.
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He also encouraged newcomers to invest beyond legacy labels to achieve better returns.

Whether a consumer is looking to begin collecting or uphold an established collection, being privy to insights
regarding various types of wines and their worth can be essential to profitability.

The Vincast by Auction Forecast platform tracks data points such as auction prices, collectability scores, market
indices and return-on-investment forecasts to ensure the collector that they are making a sound purchase or fair
sale. Vincast's premium features include tools to determine bidding prices, ROI graphs, collectability scores and
elements that track the market index and scenarios (see story).

Other luxury alcohol is also worth considering for investments.

The luxury spirit market has seen healthy growth over the past few years, with sales of whisky and scotch remaining
strong and some bottles fetching record-breaking prices at auction. While overall vodka sales are down
internationally, the most expensive super-premium segment of the spirit was actually the one that experienced a
remarkable 15 percent growth, according to a 2018 report from the IWSR (see story).

"Whisky has shown great returns," Ms. Robinson said. "Gin is also becoming huge."
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