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“Enhancing Portfolio Efficiency” – University Endowments & 
Fine Wine as an Alternative Investment 
 
_____________________________________________________________________________________ 
 
At a time when the financial markets are fluctuating dramatically and the diversification benefits among 
traditional asset classes are less apparent, university endowments should consider including investment 
grade wine as part of their long-term alternative investment strategy.  
_____________________________________________________________________________________ 
 

Introduction 
 
It is well established that strategic portfolio diversification is a defining characteristic of the modern 
endowment method of investing. This is achieved through the allocation of portfolio assets among a 
broad range of asset classes with varying return correlations. The low correlations associated with 
alternative investments such as venture capital, private equity, hedge funds, real estate, timber land and 
commodities makes them an important tool for enhancing endowment portfolio diversification and risk-
adjusted returns. Moreover, the long-term investment time horizons associated with university 
endowments makes them particularly well suited to handle the illiquid nature of these assets. 
 
Ever since David Swensen and the Yale University endowment first advocated for the inclusion of non-
liquid alternative assets within an endowment portfolio, the growing trend among endowments has 
been to increase their allocation to alternative investments. According to the 2012 NACUBO-
Commonfund study of endowments1, the average US university endowment increased its allocation to 
alternative investments by more than 49% between 2006 and 2012. At the end of fiscal year 2012, the 
average alternative allocation, on a dollar-weighted basis, stood at 54%, with the largest endowments 
allocating 61% of their assets to alternatives. This data shows that alternative investments are an 
important part of most endowment portfolios and that their importance likely will continue to grow in 
the future. 
 
One class of alternative investments that has recently attracted considerable attention is real assets. 
These assets, such as commodities, real estate, and even farm land, have gained in popularity as 
endowments and other institutional investors focus more of their attention on trying to protect their 
portfolios from the negative effects of higher future inflation caused by rising government spending and 
debt. However, a problem with some real assets such as commodities and real estate is that their high 
correlation with broad macroeconomic factors tends to reduce their diversification benefits. Therefore, 
additional classes of real assets with more diverse return correlations, should be considered in addition 
to the more traditional types. 
 
Although fine wine has been purchased for investment for more than 150 years by the British, Dutch 
and the French, it wasn’t until the creation of the London International Vintner’s Exchange (“Liv-ex”) in 
1999 and the subsequent publication of the Liv-ex Fine Wine Investables and Liv-ex 100 Fine Wine 
indexes in 2001 that fine wine started to be viewed as a durable financial asset. Despite its fairly recent 
emergence, wine possesses characteristics that allow it to be considered and analyzed as an investment 
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vehicle. Most important among these is an active trading market as exhibited by the existence of the Liv-
ex, Hong Kong and Cavex fine wine exchanges and a robust annual global auction market of over $400 
million.  
 
Further evidence that fine wine is starting to be viewed as a financial vehicle can be seen in the recent 
establishment of several international wine funds such as The Wine Investment Fund, The Vintage Wine 
Fund, and The Fine Wine Fund. Information published by these funds indicate that they are well 
capitalized, professionally managed and backed by major financial institutions such as Deutsche Bank 
and Richmond Park Capital. Even a handful of university endowments, such as MIT, have acknowledged 
allocating a portion of their investment portfolio to fine wine.2 
 

Prevailing Academic Research 
 
While the subject of fine wine as an investment has been sparsely studied compared to more traditional 
financial asset such as stocks and bonds, a number of books and articles have recently been published 
that examine the viability of fine wine as a financial asset. All of these publications have shown that the 
inclusion of fine wine within a diversified investment portfolio has beneficial risk and return 
characteristics. 
 
The seminal work in this area was published in 2005 by Mahesh Kumar. In his book Wine Investment for 
Portfolio Diversification – “How Collecting Fine Wines Can Yield Greater Returns than Stocks and Bonds,” 
Kumar found that a portfolio of 50 of the finest investment grade wines produced an average annual 
return of 12.3% for the 20-year period from 1983 to 2002. His research also showed that this return 
substantially exceeded the returns of the FTSE 100 and Dow Jones stock indexes for the same period, 
with much lower volatility. Kumar’s most important finding, however, is that the returns associated with 
fine wine are not correlated with those of stocks and bonds. These findings lead Kumar to conclude that 
adding fine wine to an investment portfolio not only increases returns but also reduces risk by increasing 
the level of portfolio diversification. 
 
Subsequent research supports Kumar’s findings. For example, in his 2007 paper “Rethinking Wine 
Investments in the UK and Australia,” James Fogerty found that the addition of wine to a portfolio 
consisting of stocks and bonds shifts the Markowitz efficient frontier to the left, thus, increasing 
portfolio risk-adjusted returns. Sanning, Shaffer and Sharratt in their 2008 paper “Bordeaux Wine as a 
Financial Investment,” examined Bordeaux wine returns using the Fama-French Three Factor and Capital 
Asset Pricing models. They found that investment grade wine has a low exposure to commonly 
recognized market factors while also producing significant excess returns compared to more traditional 
asset classes. Their findings led them to conclude that fine wine is a viable investment asset both on a 
stand-alone basis and as part of a well-diversified portfolio.  
 
Philippe Masset and Jean-Philippe Weisskopf in their 2010 paper “Wine Investment and the Financial 
Crisis,” compared the returns of fine wine to that of the Russell 3000 stock index for the period from 
1996-2007. Their research confirmed previous findings that the addition of fine wine to a diversified 
investment portfolio reduces portfolio risk and increases returns. They also found that the risk reduction 
benefits associated with fine wine are most pronounced during financial crises. In his book Silver, Wine, 
Art and Gold – Alternative Investments for the Coming Decade, Joe Roseman critically evaluates 
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Masset’s and Weisskopf’s research and also advocates for the inclusion of fine wine within a well-
diversified portfolio. 
 
The importance of these publications cannot be overstated as they provide empirical evidence, beyond 
that set forth in this paper, that the addition of fine wine to a diversified investment portfolio can 
increase returns while also reducing portfolio risk. 
 

The Wine Market: An Overview 
 
When examining fine wine as an investment, there are two questions that an investor must answer: 
“What constitutes an investment grade wine?” and “How do you define the investment-grade wine 
market?” 
 
The vast majority of the world’s wine is not suitable for investment. Short longevity, poor quality, and 
large production volume makes meaningful price appreciation impossible. Investment-grade wines 
make-up less than 1% of the global wine market, with approximately 80% coming from Bordeaux. The 
remaining 20% comes from the top producers in Burgundy, the Rhone Valley, Champagne, and from 
Tuscany and Piedmont in northern Italy. 
 
The characteristics that define an investment-grade wine are: 
 

Pedigree – The wine must be produced by a chateau, domaine or producer, 
whose name is synonymous with quality and prestige. 
 
Longevity – The wine must be able to age for at least 25 years with maturity 
occurring no earlier than the 10th year. 
 
Price Appreciation – The wine must have a consistent and documented history of 
substantial price appreciation, spanning a decade or more. 
 
Liquidity – The wine must be made in sufficient quantities so that it can be 
bought and sold on the secondary market. 
 
High Critical Acclaim – The wine typically must have been given an excellent review by one 
or more of the principal worldwide wine critics, such as Robert Parker, Wine Spectator, 
James Suckling or Jancis Robinson. 

 

Drivers of Investment-Grade Wine Prices 
 
The main driver of prices is the persistent imbalance between supply and demand within the investment 
grade wine market. This imbalance makes investment grade wine a good investment and it arises from 
the following factors: 
 

• The supply of investment grade wine is severely constrained by limited production. This 
constraint is primarily a result of the restrictive classification system and zoning laws 
imposed upon the top producers in Bordeaux and Burgundy.  
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• Worldwide demand for the top investment grade wines has significantly increased over 
the last decade due to an increase in global consumption and the emergence of the 
“new wealthy” in China, Russia and other emerging markets who want to own these 
wines as a symbol of wealth and prestige. 

 
• Fine wine improves with age, thus, becoming more attractive and valuable as it 

matures. 
 
• As fine wine ages, it begins to be consumed, which increases both its scarcity and 

demand. 
 

The Advantages of Investing in Fine Wine 
 
The substantial price appreciation of the world’s finest investment-grade wines over the last decade has 
done a lot to call attention to the potential of this asset class. But the investment-grade wine market has 
far more to offer than its recent track record of impressive returns. Data from December 1993 through 
May 2013 (20 years), as presented in Table 1 and Table 2, illustrate those benefits. 

 
Table 1: Comparative Performance – Liv-ex Fine Wine Investables Index (USD) vs. all Major Non-Fixed Income 

Asset Classes 

 

Period: 
12/1993 - 5/2013 

Liv-ex FW 
Investables 
Index (USD) 

S&P 500 
Index 

MSCI-
EAFE 
Index 

MSCI - 
Emerging 
Markets 

Index 

DJ-UBS 
Commodities 

Index 

Gold 
(London 
PM Fix) 

NAREIT 
Equity 

REIT Index 

DJ-CS 
Hedge 

Fund Index 

Annualized Return 13.62% 6.65% 2.90% 3.28% 8.17% 6.75% 4.60% 8.76% 

Standard Deviation *15.41% 15.28% 16.77% 23.95% 15.81% 16.07% 20.15% 7.37% 

Sharpe Ratio *0.91 0.50 0.25 0.26 0.58 0.49 0.33 1.18 

Downside Std. Dev. *7.66% 9.44% 10.71% 15.25% 9.20% 8.43% 13.20% 3.94% 

Sortino Ratio *1.82 0.81 0.40 0.41 0.99 0.93 0.50 2.20 

Max. 12-Month Return 64.17% 46.37% 53.70% 86.98% 51.67% 55.39% 79.98% 33.50% 

Min. 12-Month Return -24.12% -44.43% -51.06% -57.69% -43.06% -19.62% -62.75% -19.04% 

Source: Trellis Fine Wine Investments, LLC, with index data from Liv-ex, S&P, MSCI, Dow-Jones, World Gold Council and NAREIT. 
 

*Excluding currency fluctuations, the Liv-ex Index produced a standard deviation of 11.89%, a Sharpe Ratio of 1.14, a 

downside standard devaluation of 4.81%, and a Sortino Ratio of 2.77. 

 

Table 2:  Cross-Correlations of Monthly Returns - Liv-ex Fine Wine Investables Index (USD) vs. all Major Non-

Fixed Income Asset Classes, Inflation and Market Volatility  

 

Period:   
12/1993 - 5/2013 

 
Liv-ex FW 

Investables 
Index (USD) 

  

S&P  
500 

Foreign 
Equities 

Emerging 
Market 

Equities 
Commodities Gold 

US Real 
Estate 

Hedge 
Funds 

US 
Inflation 
(US-CPI) 

Volatility 
(VIX) 

Liv-ex FW  
Investables Index 

1.00 0.15 0.27 0.17 0.30 0.16 0.23 0.21 0.28 0.02 

Inflation (US-CPI) 0.28 0.03 0.02 0.04 0.20 0.08 0.06 0.11 1.00 0.05 

Volatility (VIX) 0.02 -0.66 -0.59 -0.57 -0.29 -0.05 -0.38 -0.43 0.05 1.00 

Source: Trellis Fine Wine Investments, LLC, with index data from Liv-ex, S&P, MSCI, Dow-Jones, World Gold Council, NAREIT and CBOE, 
and inflation data from the Bureau of Labor Statistics. 
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The benefits of investing in fine wine that this data reflects include the following.  
 
Unless otherwise noted, all references to the investment-grade wine market below are based on the 
return of the Liv-ex Fine Wine Investables Index, in un-hedged US dollars. Conversion to US dollars is 
required given that the Liv-ex Index is denominated in British pounds. 
 

Long-Term Capital Growth: Over the last two decades, the investment-grade wine market 
produced an annualized return of 13.62%, substantially higher than any of the major non-fixed-
income asset classes over the same period.  
 
Moderate Volatility: The investment-grade wine market produced the third-lowest volatility of 
annualized monthly returns among all major non-fixed-income asset classes. Only the 15.28% 
standard deviation of the S&P 500 Index and the 7.37% standard deviation of the Dow Jones-
Credit Suisse Hedge Fund Index are lower than the 15.41% standard deviation of the Liv-ex Fine 
Wine Investables Index. However, the wine market’s standard deviation is overstated due to 
exchange rate volatility. Excluding currency fluctuations, the wine market produced a standard 
deviation of 11.89%. This is the second lowest volatility among all major non-fixed-income 
assets classes. Thus, wine prices are much less volatile than they initially seem. 
 
Superior Risk-Adjusted Returns:  The investment-grade wine market produced the second-best 
risk-adjusted return, as measured by the Sharpe Ratio, among all major non-fixed-income asset 
classes. Only the 1.18 Sharpe Ratio of the Dow Jones-Credit Suisse Hedge Fund Index surpassed 
the 0.91 Sharpe Ratio of the Liv-ex Fine Wine Investables Index. However, when currency 
fluctuations are excluded, the Sharp Ratio for the wine market improves to 1.14. 
 
As measured by the Sortino Ratio, the investment-grade wine market also produced the second 
best risk-adjusted return among all major non-fixed-income asset classes. Only the 2.20 Sortino 
Ratio of the hedge fund index is lower than the 1.82 ratio produced by the investment-grade 
wine market. However, when currency fluctuations are excluded, the Sortino Ratio for the wine 
market improves to 2.77 – the highest among all non-fixed income asset classes. 
 
Portfolio Diversifier:  History has shown that equity markets tend to become more closely 
correlated when markets are turbulent.  But the investment-grade wine market historically has 
not moved in lockstep with the other major equity-type asset classes, nor has it correlated 
strongly with hedge funds, gold or other commodities. The investment-grade wine market has 
had a correlation of 0.15 with the S&P 500 Index and correlations of 0.16 and 0.30 with gold and 
the Dow Jones-UBS Commodities Index, respectively. Thus, adding an allocation to investment-
grade wine may help to insulate a portfolio against events that broadly affect the equity and 
commodities markets. 
 
Inflation Hedge:  Investment-grade wine is a tangible and consumable asset, and such assets 
typically do well in times of rising inflation. The investment-grade wine market has had a 
positive correlation of 0.28 with the US Consumer Price Index. In other words, the price of the 
investment-grade wine market has tended to increase during higher inflation, suggesting that 
wine may provide an effective hedge against rising inflation. 
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Market Volatility Hedge:  The investment-grade wine market has had virtually no correlation 
with US stock market volatility (a correlation of 0.02, as measured by the VIX Index). This 
suggests that, unlike the other major non-fixed-income asset classes, all of which have a 
negative correlation with the VIX Index, the returns associated with the investment-grade wine 
market are unlikely to be adversely affected by an increase in US stock market volatility.   
 
Currency Hedge:  The purchase, storage and sale of investment-grade wine in foreign countries, 
such as the United Kingdom and France, can provide US investors with a hedge against a decline 
in the value of the dollar. 
 
Security Associated with the Ownership of a Tangible Asset:  Wine is a tangible, transportable 
and consumable asset. Thus, unlike stocks and bonds, wine has value which is tied to its physical 
existence. 

 

Many of these benefits can be seen more clearly in the graphical presentation in Exhibit A. 
 

The Disadvantages of Investing in Fine Wine 
 

As with any investment, however, investing in fine wine has certain disadvantages. These include: 
 

Risk of Loss: Like any asset, the price of fine wine can go down as well as up, losses are always 
possible. But on a fixed currency basis fine wine has historically produced returns that are much 
less volatile than the stock market. 
 
Less-Liquid Market: With no pun intended, the fine wine market is less liquid than the stock and 
bond markets. Thus, it may be more difficult to quickly sell fine wine investments compared to 
conventional securities.  
 
However, with an annual global auction market of over $400 million, investment grade wine is 
more liquid that other private assets. Moreover, the advent of the Liv-ex Fine Wine Exchange in 
1999 and more recent establishment of similar exchanges in Hong Kong and Shanghai, have 
made the fine wine market even more liquid. As with any other exchange, these exchanges 
provide daily market pricing for investment-grade wine and pair buyers and sellers through a 
bid-ask system. Although they are generally only open to professional investors, brokers and 
merchants, institutional investors can obtain access to these exchanges by investing through a 
reputable wine fund or independent wine investment consultant who can trade on theses 
exchanges on their behalf. In addition to exchange access, investing through a fund or 
consultant can also increase an investor’s liquidity by providing them with access to privately 
brokered sales and better pricing if they prefer to sell their wine at auction. 
 
Spoilage, Damage or Theft: As a tangible and consumable asset, fine wine is subject to spoilage, 
damage and theft. But by storing wine in a temperature- and humidity-controlled facility 
operated by a reputable wine storage company and by obtaining insurance for a wine’s 
replacement value, an investor can effectively eliminate these risks.  
 



  

 

 
 

www.TrellisWineInvestments.com 
 

 

June 2013  Page 7 

Higher Transaction Costs: The transaction costs associated with the purchase, storage and sale 
of fine wine tend to be higher than the transaction costs associated with stocks, bonds, and 
other investments. But investors can significantly reduce these costs by investing through a 
reputable wine fund or independent wine investment consultant who can negotiate better 
prices and volume discounts. Total transaction costs for storage, insurance and trading, for a 
large portfolio of the type typically held by an endowment, generally run between 10 and 30 
basis points, per year. 
 
Lack of Income: Unlike stocks and bonds, fine wine does not produce any cash flow that can be 
used to determine its intrinsic value. In that sense, fine wine is more like a commodity, since its 
value is primarily driven by supply and demand. But that doesn’t mean that fine wine cannot be 
valued. Rather, the persistent existence of price inefficiencies within the investment-grade wine 
market – combined with objective factors such as a wine’s critical score, historical price 
appreciation, pedigree and recent price momentum – allow wine to be valued on a relative 
basis. Therefore, if given access to sufficient market information, an investor can look for 
undervalued wines that are likely to produce above-average long-term relative returns.  Also, as 
with any alternative asset, the speculative nature of fine wine can be substantially mitigated if it 
is held as part of a broader asset allocation.  

 

Enhancing Performance through Active Management 
 

Although the investment grade wine market has produced excellent long-term absolute and risk-
adjusted returns, an investor cannot directly invest in the market index. Unlike stocks and bonds, a low 
cost passive investment vehicle does not exist for wine. Accordingly, as with other private investments, 
an active investment strategy must be used to invest in wine.  
 
Given this reality, an important question that an investor must consider is – “Whether an active wine 
investment strategy can produce absolute and risk-adjusted returns comparable to those of the wine 
market index?” To answer this question, we compared the performance of our Selected Investment-
Grade Bordeaux and Relative-Value wine investment strategies to that of the Liv-ex Fine Wine 
Investables Index. The results are presented in Tables 3, 4 and 5. 
 
The Liv-ex Fine Wine Investables Index represents the price appreciation of the 200 most investable 
wines from the most noteworthy vintages since 1982. Our Selected Investment Grade Bordeaux 
Strategy, in contrast, is a more focused, long-term strategy that invests only in the highest rated first-
growth and second-tier classified Bordeaux in each of the last 10 investment worthy vintages.  Each 
wine is held for at least 10 years or until it reaches peak market value, with all sales proceeds being 
reinvested. The objective of this strategy is to produce long-term capital appreciation through the 
careful acquisition and management of a diversified portfolio of selected investment-grade wines that 
have distinct performance attributes.  
 
Our Relative-Value Strategy, on the other hand, is a more quantitative strategy that looks for valuation 
inefficiencies within the fine wine market. It seeks to acquire wines that are substantially undervalued, 
as determined by our internal multi-factor model. In determining which wines are undervalued, our 
model looks for wines that have the highest (weighted) combination of critical score, vintage quality, 
relative price discount, chateau/producer historical price appreciation and price momentum. To ensure 
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that there is reasonable market availability for each wine, we limit our analysis to only those wines from 
the 15 most recent investment-worthy vintages, from top producers. Unlike our Selected Investment 
Grade Bordeaux Strategy, this strategy typically purchases back vintages on the secondary market (as 
opposed to purchasing wines upon release). After purchase, each wine is held until our model suggests 
that it is fairly valued. Accordingly, this strategy does not adopt a predefined holding period. Given the 
limited availability of mispriced wines at any given time, this strategy is best used as a complement to 
our core Selected Investment Grade Bordeaux Strategy for large portfolios, such as those of 
endowments. 
 
Table 3:  Comparative Performance - Trellis Selected Investment Grade Bordeaux Strategy vs. Liv-ex Fine Wine 

Investables Index and the S&P 500 Index 

 
 

Period:  4/2004 - 5/2013 
 

Trellis Selected 
Brdx. Strategy 

Liv-ex Fine Wine  
Investables Index 

S&P 500 Index 

Annualized Return *12.44% 12.48% 4.35% 

Standard Deviation 10.77% 9.82% 14.98% 

Sharpe Ratio 1.17 1.27 0.35 

Downside Standard Deviation 5.05% 5.50% 9.80% 

Sortino Ratio (Downside Risk) 2.49 2.26 0.54 

Max. 12-Month Return 55.27% 55.09% 46.09% 

Min. 12-Month Return -28.50% -24.12% -44.43% 

Source: Trellis Fine Wine Investments, LLC, with index data from Liv-ex and S&P. 
 

*Returns are gross returns for a hypothetical portfolio starting with $1.2 million. Returns are in fixed US dollars (April 

2004-USD) in order to make comparison with the wine market index more meaningful by eliminating the effects of 

currency fluctuations. Our strategy’s net return, in fixed US dollars (April 2004-US), is 10.72%, after a 1.5% annual 

management fee, a 10% seller’s commission and annual storage and insurance costs of approximately 0.25%, per year. 

 

The data presented in Table 3 shows that our Selected Investment Grade Bordeaux Strategy produced a 
back-tested return comparable to that of the Liv-ex Fine Wine Investables Index and substantially better 
than that of the S&P 500, for the period from April 2004 through May 2013. It also shows that our 
strategy produced this return with lower downside volatility, as measured by the Sortino Ratio. 
 

Table 4:  Cross-Correlations of Monthly Returns - Trellis Selected Investment Grade Bordeaux Strategy vs. Liv-

ex Fine Wine Investables Index and the S&P 500 Index 

 

Correlation of Monthly Returns 
Period:  4/2004 - 5/2013 

Trellis Selected 
Brdx. Strategy 

Liv-ex Fine Wine  
Investables Index 

S&P 500 Index 

Trellis Selected Brdx. Strategy 1.00 0.74 0.16 

Liv-ex Fine Wine Investables Index 0.74 1.00 0.27 

S&P 500 Index 0.16 0.27 1.00 

Source: Trellis Fine Wine Investments, LLC, with index data from Liv-ex and S&P. 
 
The correlation matrix in Table 4 shows that our Selected Investment Grade Bordeaux Strategy 
possesses greater diversification benefits compared to the Liv-ex Index, due to its lower correlation with 
the US stock market. Accordingly, the information contained in Table 3 and Table 4 provide evidence 
that an active investment strategy similar to our Selected Investment Grade Bordeaux Strategy can 
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produce returns that are comparable to the broad wine market index, with lower downside risk and 
greater diversification. 
 
Although limited market data prevents us from back-testing our Relative-Value Strategy in the same 
manner as we did for our Selected Investment Grade Bordeaux Strategy, a position-by-position analysis 
of our Relative-Value Strategy suggests that it has the potential to produce market beating returns.  
 

Table 5: Comparative Performance – Trellis Relative-Value Investment Grade Wine Strategy Selections vs. the 

Liv-ex Fine Wine Investables Index (USD) 

 

Selection 
Date 

Wine 
Cost per 
Bottle  
(USD) 

 
Liv-ex Market  

Price (USD) as of 
6/11/2013 

 

% Gain  
vs. Cost 

Liv-ex 
Investables  

Return (USD) 

Return vs.  
Liv-ex 

Investables 

3/15/2012 2001 Ausone $736.16 $714.50 -2.94% -9.51% 6.57 ppt. 

3/15/2012 2004 Latour $465.41 $500.20 7.48% -9.51% 16.99 ppt. 

4/10/2012 2005 Pontet-Canet $123.50 $131.10 6.15% -9.96% 16.11 ppt. 

4/10/2012 2008 Pontet-Canet $91.00 $84.40 -7.25% -9.96% 2.71 ppt. 

5/7/2012 2006 Comte de Vogue - Musigny $270.83 $483.30 78.45% -1.01% 79.46 ppt. 

5/7/2012 2003 Pontet-Canet $102.67 $97.40 -5.13% -1.01% -4.12 ppt. 

7/12/2012 2005 Mouton Rothschild $411.00 $581.40 41.46% 3.61% 37.85 ppt. 

10/23/2012 2003 Margaux $593.02 $584.60 -1.42% 0.29% -1.71 ppt. 

10/23/2012 1995 Latour  $529.96 $571.60 7.86% 0.29% 7.57 ppt. 

10/23/2012 2008 Montrose $87.21 $80.50 -7.69% 0.29% -7.98 ppt. 

11/15/2012 2003 Haut-Brion $356.83 $370.30 3.77% 0.81% 2.96 ppt. 

11/15/2012 2003 Mouton Rothschild $383.25 $454.70 18.64% 0.81% 17.83 ppt. 

11/15/2012 2008 Ausone $726.92 $714.50 -1.71% 0.81% -2.52 ppt. 

11/15/2012 2006 Angelus $208.17 $227.90 9.48% 0.81% 8.67 ppt. 

11/15/2012 2002 Latour $490.75 $513.20 4.57% 0.81% 3.76 ppt. 

11/15/2012 2008 Troplong Mondot $71.00 $71.00 0.00% 0.81% -0.81 ppt. 

1/11/2013 2003 Mouton Rothschild $377.00 $454.70 20.61% -1.74% 22.35 ppt. 

1/11/2013 2001 Petrus $1,850.00 $2,078.70 12.36% -1.74% 14.10 ppt. 

2/12/2013 2008 Ducru Beaucaillou $111.00 $103.90 -6.40% 0.01% -6.41 ppt. 

2/12/2013 2004 Latour $463.00 $500.20 8.03% 0.01% 8.02 ppt. 

3/12/2013 2002 Ausone $495.00 $532.70 7.62% -0.65% 8.27 ppt. 

3/12/2013 1998 Mouton Rothschild $378.00 $439.90 16.38% -0.65% 17.03 ppt. 

4/15/2013 2006 Lafleur $480.00 $530.10 10.44% -2.30% 12.74 ppt. 

4/15/2013 2008 Leoville Poyferre $58.00 $64.40 11.03% -2.30% 13.33 ppt. 

4/15/2013 2006 Latour $544.00 $594.40 9.26% -2.30% 11.56 ppt. 

Total Average Return   (3/15/2012 – 6/11/2013)    9.64% -1.73% 
 
 

Excess Return vs. Benchmark Index   (3/15/2012 – 6/11/2013) 
  

11.37 ppt. 
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The data in Table 5 indicates that our Relative-Value Strategy selections produced substantially better 
returns compared to the Liv-ex Fine Wine Investables Index from the date of their selection through 
June 11, 2013. Admittedly, the performance period is fairly short, however, the logic behind our 
Relative-Value Strategy – to select investment grade wines with the highest combined relative-value and 
price momentum - suggests that our strategy likely will continue to outperform the broader fine wine 
market over the long-term. Moreover, our Relative-Value Strategy’s excess total average return of 11.37 
percentage points versus the Liv-ex Fine Wine Investables Index, during one of the largest single year 
declines in the history of the fine wine market, is evidence that this strategy may also reduce the risks 
associated with a protracted decline in the broader investment grade wine market.   
 
Taken together, these results suggest that the capital appreciation and diversification benefits 
associated with the addition of fine wine to a diversified portfolio can be achieved, or even enhanced, 
through the use of an active investment strategy similar to that of our Selected Investment Grade 
Bordeaux and Relative-Value strategies. 
 
The Benefits of a Separately Managed Fine Wine Account 
 
The large asset base, unique liquidity needs and specific investment objectives associated with 
individual university endowments makes it difficult for them to invest in fine wine through a fund or 
other pooled investment vehicle. Rather, a better way for endowments to invest in fine wine is through 
a separately managed fine wine account. 
 
A separately managed fine wine account is a custom tailored investment vehicle dedicated to investing 
in a diversified portfolio of investment grade wines, often set-up as a limited liability corporation. Unlike 
a fund or other pooled investment vehicle, all wine within the managed account is held in the name of 
the account holder (i.e., the institution). The wine assets within the account are typically managed by a 
third-party advisor, similar to a fund, but with the ability to tailor the account’s investment mandates to 
meet the individual needs of the account holder. 
 
The benefits associated with investing in fine wine through a separately managed account include: 
 

Higher Returns and Lower Costs: The significant scale associated with a sizeable managed 
account can lead to more favorable acquisition pricing and lower storage fees, insurance 
premiums and seller’s commissions. These reduced costs, in turn, have a positive impact on 
investment returns. 

 
Security of Direct Ownership: Managed account assets are held in the name of the account 
holder. Therefore, unlike a fund or other pooled investment vehicle, the account holder retains 
legal title to, and ultimate control over, their investments. 

 
Flexibility: Managed accounts are more flexible than a fund or other pooled investment vehicle. 
This flexibility arises from the ability to tailor the account’s investment policy to satisfy the 
specific needs of the account holder. Managed accounts also allow investors to avoid the risks 
associated with co-investor redemptions, capital calls and lock-ups, which are common among 
private funds. 
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Expertise and Accountability: Managed accounts provide access to the specialized expertise of a 
dedicated professional wine investment manager, who is directly accountable to the account 
holder. Compared to a fund, this higher level of accountability typically leads to more responsive 
and transparent investment management. 
 
Access: The substantial financial resources and professional management associated with a 
managed account can provide an investor with access to highly sought-after and/or hard to find 
wines. 

 
While separately managed accounts are not the norm among private investments, the unique nature of 
fine wine and the advantages associated with this mode of investing make managed accounts well 
suited for endowments who wish to invest in this asset class. 
 
Conclusion  
 
Including fine wine within their long-term investment portfolios offers many potential benefits to 
university endowments, including hedges against stock market volatility, inflation and a decline in the 
US dollar; low correlation with traditional and alternative asset classes such as real estate, gold, 
commodities and hedge funds; and the security associated with the ownership of a tangible asset. These 
benefits can be further enhanced by investing in wine through a separately managed account and 
adopting an active investment approach similar to that of our Selected Investment Grade Bordeaux and 
Relative-Value wine investment strategies. 

 
* * * 

 
 
 
Definitions: 

 
“Correlation” or “Correlation Coefficient:”  This statistic describes the variability of asset returns relative to other assets for the purpose of 
asset allocation. It is used as a measure of the diversification potential of an asset class. For example, a correlation of 1.00 indicates that the 
monthly returns of two asset classes move in the same direction for a specific time period. Conversely, a correlation of -1.00 means that the 
monthly returns of two asset classes move in opposite directions. A correlation of zero indicates that the monthly returns of two asset classes 
exhibit no discernible relationship.  
 
“Liv-ex:” Established in 1999, the London International Vintner’s Exchange, or Liv-ex, is the leading exchange for professional fine wine 
merchants, collectors and investors. In addition to providing trade execution and settlement services, Liv-ex also provides valuation services 
and sells data to both professional wine traders and collectors. 
 
“Sharpe Ratio:” This is a measure of the risk-adjusted returns of an investment. It is calculated by subtracting the risk-free rate from the 
average annual rate of return and dividing the result by the investment’s standard deviation.  In practice, this ratio is used to compare the risk-
adjusted returns of two or more investments, with the one having the highest Sharpe Ratio being the one with the best risk-adjusted returns. 
 
“Sortino Ratio:”  The Sortino Ratio is a modified version of the Sharpe Ratio and is used to measure the historical downside volatility of an 
investment in relation to its historical returns. It is calculated by subtracting the risk-free rate from the average annual rate of return and 
dividing the result by the investment’s downside standard deviation (i.e., standard deviation of negative returns). Like the Sharpe Ratio, the 
Sortino Ratio is used to compare the risk-adjusted returns of two or more investments, with the one having the highest Sortino Ratio being the 
one with the best downside risk-adjusted returns. 
 
“Standard Deviation:”  This is a measure of the dispersion of returns of an investment, or the extent to which the returns vary from the mean 
average. It represents the volatility or risk of an investment, with investments having higher standard deviations being considered more risky. 
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EXHIBIT A 

 

Graph 1:  Annualized Returns – Liv-ex Fine Wine Investables Index (USD) vs. all Major Non-
Fixed Income Asset Classes 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source:  Trellis Fine Wine Investments, LLC, with index data from Liv-ex, S&P, MSCI, Dow-Jones, World Gold Council and NAREIT. 

 

Graph 2:  Annualized Monthly Standard Deviation – Liv-ex Fine Wine Investables Index (USD) 
vs. all Major Non-Fixed Income Asset Classes  (lower is better) 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source:  Trellis Fine Wine Investments, LLC, with index data from Liv-ex, S&P, MSCI, Dow-Jones, World Gold Council and NAREIT. 
 

Note: Excluding currency fluctuations, the standard deviation of the Liv-ex Index improves to 11.89%. 
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Graph 3:  Sharpe Ratio – Liv-ex Fine Wine Investables Index (USD) vs. all Major Non-Fixed 
Income Asset Classes  (higher is better) 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source:  Trellis Fine Wine Investments, LLC, with index data from Liv-ex, S&P, MSCI, Dow-Jones, World Gold Council and NAREIT. 

 

Note: Excluding currency fluctuations, the Sharpe Ratio for the Liv-ex Index improves to 1.14. 

 

 

Graph 4:  Sortino Ratio – Liv-ex Fine Wine Investables Index (USD) vs. all Major Non-Fixed 
Income Asset Classes  (higher is better) 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source:  Trellis Fine Wine Investments, LLC, with index data from Liv-ex, S&P, MSCI, Dow-Jones, World Gold Council and NAREIT. 

 

Note: Excluding currency fluctuations, the Sortino Ratio for the Liv-ex Index improves to 2.77. 
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Graph 5:  Historical Performance – Liv-ex Fine Wine Investables Index (USD) vs. US Stocks, 
Commodities, Gold, and Real Estate 
 

 

Source:  Trellis Fine Wine Investments, LLC, with index data from Liv-ex, S&P, Dow-Jones, World Gold Council and NAREIT. 
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Disclaimers:  Trellis Fine Wine Investments, LLC does not recommend the purchase or sale of any securities or provide 
individual investment advice with regard to any assets other than investment grade wine. Accordingly, Trellis Fine Wine 
Investments, LLC is not a registered investment advisor and is not regulated by the US Securities and Exchange Commission or 
any state securities regulatory agency. No information contained herein is intended to provide investment or tax advice.  Prior 
to investing in fine wine you should consult with your financial and tax advisors to make sure that an investment in fine wine is 
appropriate given your individual circumstances. You cannot invest in an index. As with any investment, investing in fine wine 
entails risk. You could lose money investing in fine wine.  
 
© 2013 Trellis Fine Wine Investments, LLC. All Rights Reserved. 
 

Contact:  For more information on the investment grade wine market and/or our strategies and services, please contact: 

 
Mark E. Ricardo, JD, LLM, AAMS™ 
President - Trellis Fine Wine Investments, LLC 
300 North Washington Street, Suite 405 
Alexandria, Virginia 22314 
Telephone:  (703) 740-1763 
www.trelliswineinvestments.com 
 
 
 

                                                 
1 NACUBO, the National Association of College and University Business Officers, has maintained an annual survey of its 
members for a number of years and this has been managed by the Commonfund since 2009 and combined with the 
Commonfund’s own survey of college and university endowment offices. The Commonfund is a non-profit investment 
management firm primarily serving endowments and foundations.   
 
2
 See, Kochard, L., Rittereiser, L., 2008, Foundation & Endowment Investing, Philosophies and Strategies of Top Investors and 

Institutions, pp. 85-86. 
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