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Vintage
returns

Should you invest in fine wine while it is still in the barrel? 
Some investors have been enjoying hefty returns in 

recent times, reigniting debate in circles about whether 
South Africa should develop its own wine futures trading 

platform, writes Jackie Cameron
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It’s not hard to see why the most expensive French wines are 
an easy sell these days. As stock markets and banks fail to deliver inflation-
beating returns on investments and savings, top wines have been growing in value to the 
tune of at least 10% a year.

And that’s a conservative estimate. Ask South African wine merchants and investors 
how they have fared in the en primeur, or wine futures, sector and the figure is likely to 
be much more. Take a bottle of Château Lafite Rothschild as just one example. Selling 
for about O600 the first day it came onto the market, this Bordeaux was finding buyers 
the following day for roughly O1 200 a bottle, recalls Steven Lack of International 
Wine Company in Johannesburg. ‘That’s while the wine was still in the barrel,’ 
emphasises the wine intermediary, or négociant, for top French wine farms. 

Wine futures are generally regarded as stakes in wine that has just been pressed and 
is yet to develop in the barrel. But there are variations. In South Africa, for example, 
some estates have been selling wine while it is in the bottle but not yet ready for release 
to the customers who have paid for it.

The en primeur concept was developed by farmers in France who needed cash flow 
for their operations but whose wines weren’t yet ready for release, says London-based 
Miles Davis of Wine Asset Managers. The theory is that in return for buying early, the 
purchaser saves money because the wine costs less when it is young and not available 
for drink than when it is ready for the table.

The French wine producers who got the futures trade going centuries ago no longer 
need the en primeur sales as they are now incredibly wealthy, says Davis. But, the active 
market in wine futures has continued, with trading prices recorded and made publicly 
available throughout the day on the London International Vintners Exchange (Liv-ex). 
The figures guide prices and help ensure liquidity in the market. Liv-ex keeps indices of 
the performance of the world’s most collectible and investable wines. Sadly, there isn’t a 
single South African name among them. Most are from Bordeaux.

The message from wine fundis is that even though top South African wines are 
promoted locally by initiatives such as the Diners Club Winelist and Winemaker of  
the Year Awards, they need greater international exposure to get onto the radar of the 
world’s leading wine critics. Investors are guided by ratings from independent experts, 
with the most influential probably Robert Parker of the US. 

There are also South African factors keeping the brakes on the country’s investment 
market. The country’s wines have a reputation, along with their New World counterparts, 
for not ageing as well as those from France and Italy.

Another major challenge, say some wine producers, is the lack of an independent 
auction format, which would stimulate resales and therefore make investors more 
confident about buying. Currently the big wine auctions are affiliated to specific brands.

Emil den Dulk, proprietor of De Toren Private Wine Cellar which recently released its 
Book XVII for R1 800/bottle, is among the wine farmers who are confident a futures 
market could work well in South Africa. ‘The money is around. If someone started an 
independent auction, that market could develop quickly,’ he reckons.

De Toren has been exploring the possible involvement of a financial institution to 
market futures on his wines. In the meantime, the Stellenbosch winemaker says: ‘We’ve 
been holding back since our maiden vintage. We are now starting to make the odd  
wine available.’

Kanonkop Wine Estate, one of the country’s best-known fine wine brands, is generally 
credited with trying to kick-start a futures market for the top end of the local wine 
industry. But early en primeur sales backfired in the 1990s: some buyers didn’t claim 
their bottles when they were ready. The farm couldn’t sell what did not belong to it, so 
the wines clogged the storage facilities.

Johann Krige, co-owner of Kanonkop Wine Estate, says that on the one hand selling 
en primeur was ‘extremely successful’ in generating cash flow and offered value to 
buyers. But on the other: ‘The lack of “négociant infrastructure” meant we were obliged 
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to sell directly to the public and trade. This was a strategic error as we were forced to 
become warehousing specialists. And then Kanonkop was basically the only “official” 
buyer and seller.’

The dearth of intermediaries remains a challenge. ‘In South Africa we still do not have 
a sufficient number of well-established négociants to lend credibility to an en primeur 
system. This became evident when in 2009 we released our Kanonkop Black Label 
Pinotage via brokers only and one of the brokers nearly went belly up,’ says Krige.

What’s not an issue for producers, it seems, is finding buyers for fine South African 
wines long before they are ready to be shipped out of the cellar. Mike Ratcliffe, co-owner 
of Warwick Wine Estate and Vilafonté Vineyards, says of his Vilafonté wines: ‘I’d like to 
think that within two years we will only be doing futures. Certainly the market is there.’

Vilafonté is in its third year of selling its wines, pre-release. ‘Within the next two years 
it looks like Vilafonté’s top vintages will all be sold this way to loyal customers who have 
tried previous years and have asked to be added to the estate’s wine club mailing list,’ 
says Ratcliffe.

Wade Bales, Cape-based wine merchant who has sold wine futures through a wine 
society that runs under his own name, agrees there is a market in South Africa for 
pre-release investments. ‘We’ve curated a number of wine selections pre-release, though 
already bottled. There’s been a decent uptake,’ says Bales of the demand for iconic 
South African labels.

However, when it comes to actively trading wine futures on local wines, establishing a 
successful trading platform here could be challenging. Krige points out there are signs 
that enthusiasm for the system might be waning elsewhere in the world, in France as 
well as key investor markets such as China and America. ‘The markets for all 
investments are currently volatile. I think we all need to sit back and take stock.’

Don’t write off the development of a South African wine futures exchange system just 
yet. As Krige says: ‘Africa is a continent for the extremely adventurous and we could 
soon see some sort of en primeur system flying out of the blocks. We have the 
producers and the wine quality. All we really need is some synergy in the industry.’ 


