Realistic Prices for Bordeaux 2019 En Primeur

M. Hakan Hekimoglu, Ph.D.
Burak Kazaz, Ph.D.




The en primeur campaign for Bordeaux’s 2019 vintage (BDX19) is creating a lot of excitement. Despite the
challenges caused by COVID-19, tasting experts gave many positive reviews for BDX19.

Bordeaux estates reduced their prices substantiallynaking it an attractive vintage to invest in.

Providing



Realistic Price Algorithm

The realistic price algorithm is the most accurate estimation of the value
for the en primeur wines academically® and in practice.

Using big data and machine learning algorithms, the model specification
is selected out of more than 8.5 billion alternative modelsit is
rigorously tested using a comprehensive robustness analysis.

The realistic price accounts for the following:

e Climatic information:



2019 Climatic Information



Granular data from Meteo France: The growing conditions were good in comparison to other years.
Compared to 2018, the 2019 vintage had slightly lower temperatures and higher precipitation.

Average of maximum daily temperatures:
o Left Bank: decreased by 1.90% (from 26.91°C to 26.40°C)
* Right Bank: decreased 3.24% (from 27.10 °C to 26.22 °C)

Precipitation:
o Left Bank: increased by 29.02% (from 15.75 cm to 20.32 cm)

» Right Bank: decreased by 2.34% reduction (from 22.25c¢m to 21.73cm)
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Market Information



Global Wine Market

The Liv-ex 100 index tracks the price movements of the 100 most
sought-after wines, and it is used as a proxy for the value of fine wines
in global markets.

The Liv-ex 100 index fell by 2.81% (from 308.91 to 299.36) from the
release of the 2018 vintage to this year’s release, thus putting pressure
on BDX19 en primeur prices.

There are additional concerns regarding the global wine market.

First, there could be a shrinking investment in wine due to the economic
uncertainty caused by COVID-19.

Second, the trading costs in the UK for fine wines from the EU is
expected to increase drastically as a result of Brexit. Considering that
the UK is the leading hub for wine trade, the additional costs can put a
reasonable concern about en primeur pricing decisions.

Third, the uncertainty regarding whether there will be additional tariffs
for EU wines going into the US elevate the pressure to reduce the prices.
Wines with alcohol levels exceeding 14% are presently spared from the
additional 25% custom tax, however, there is no guarantee that the
same regulation will be in effect by the time BDX19 shipments take
place later in 2021.
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Tasting Expert Reviews






Impact of Factors



Impact of Factors on Realistic Prices

The following table illustrates the impact of each factor, climate, market and tasting scores on realistic prices.

Table 1.The impact of temperature, precipitation, the Liv-ex 100 index and the time trend on the release
prices of the Bordeaux 2019 vintage (compared to the 2018 vintage) under the barrel scores of Neal
Martin, Lisa Perrotti-Brown and James Suckling.

Neal Martin Lisa PerrottBrown James Suckling

Factor/Impact

Left Bank Right Bank  Left Bank Right Bank  Left Bank Right Bank

Change in Temperature -1.06% -1.81% -1.07% -1.82% -0.95% -1.62%
Change in Precipitation -2.60% +0.21% -2.56% +0.21% -2.46% +0.20%
Change in Liv-ex 100 -2.30% -2.30% -2.28%
Change in barrel score +4.32% +0.98% -0.42%
Time trend -6.62% -6.68% -7.18%

Realistic Prices G11



Realistic Prices



Chateau

Realistic

Price
(NM)

Realistic
Price
(LPB)

REEIR
Price
(JS)

%

Exnegociant | Deviation
Release Price (NM)

%

Deviation

(LPB)

%

Deviation

(JS)

Recommendation

Angelus

Beychevelle

Calon Segur

Carruades Lafite

Clarence Haut Brion

Clinet

€ 240.65

€57.28

€71.06

€ 166.19

€ 103.10

€65.33

€221.25

€64.35

€ 166.02

€99.61

€217.20

€55.07

€61.98

€ 165.20

€102.34

€ 230.00 -4.42%
€52.80 -7.81%
€62.00 -12.75%

€ 145.00 -12.75%
€ 96.00 -6.88%

+3.95%

-3.65%

-12.66%

-3.63%

-5.89%

-4.12%

+0.02%

-12.23%

-6.20%

Strong Buy






Realistic Realistic REEIR

Price Price Price
Chateau (NM) (LPB) Js)







Conclusions and Recommendations



Conclusions and Recommendations

This report presents the realistic prices for leading Bordeaux chateaus using
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