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Finding the Next Whisky Boom

Prices in recent years for collectible whisky have skyrocketed as the market for collectible wine has been
stagnant at best. Recent price trends have caused collectors to sit up and pay attention, particularly
those who want to ensure that their collection increases in value. This is not exactly new, as Scotch
whisky has been selling well at auction for at least the last five years. What is new is the intensity with
which people have been getting into whiskey collecting. One example is Rickesh Kishnani, who heads up
the Platinum Whisky Investment Fund. The fund reported a gain of 26% in value in the first 18 months
of operation, and has raised USS 9 million to date, pursuing a strategy of diversifying their holdings with
a variety of types of whisky including iconic bottlings from top brands, vintage-dated whisky as far back
as 1902, and rare Japanese bottlings. Kishnani notes that he expects the collectible single malt whisky
market to appreciate at approximately 15% per year for the next 3-5 years.

Private investors also show growing interest. Rare Whisky 101, a UK-based company that tracks the
number of bottles sold there at auction, shows an eight-fold increase in volume and value since 2010,
with over 43,000 bottles sold for a turnover (excluding buyer’s premium) of £9.56m. Tiny numbers in
the context of the approximately USS 2B for fine and rare wine, but it is precisely this “boutique” aspect
that is drawing interest. Ed Newmark, private U.S.-based wine collector and investor, expressed
dissatisfaction with the returns for fine wine recently, saying “I’'m only buying whisky these days”. He
feels that the rarity of the stocks from distilleries that have closed (known as “silent stills”) ensure the
continued appreciation of whisky as an asset. Newmark is particularly focused on Japanese whisky. In
this niche category, the two most notable silent stills are Hanyu and Karuizawa, but stocks at other
distilleries are now running low, fueling interest at lower price points. He is soon to bring the first
tranche of his collection to market and is very excited with the prospects.

Andrew Currie, of London auction house Bonham’s adds, “There has always been interest in whiskies
from closed distilleries in Scotland but often because of their scarcity and a certain element of romance
and novelty. This doesn’t, however, always translate into high auction prices and it is in the mainstays
of the market - Glenfiddich, The Macallan and Dalmore, for example - where most interest continues to
lie.”

The fashion for Japanese whiskey, however, is among the newest and strongest trends in spirits
collecting globally, although they have long been popular in Asia. Kishnani ascribes this in part to the
elegant, almost delicate style of the whiskies. Bonham’s recently made auction history with the most
expensive Japanese whisky lot ever sold —a complete set of the “Playing Card” whiskies fashioned by
Ichiro Akuto, which sold for HKS 3.8 million. The Playing Card series was bottled from the casks salvaged
by Akuto from his family’s Hanyu distillery, founded by his grandfather in 1941. The Akuto family was
best known for their sake production, and the whisky that is so revered today was a secondary business.
The operation was sold in 2000, but grandson managed to set aside 400 casks of whisky. Choosing 54
lots from this treasure trove, Akuto labeled each with different images drawn from a deck of cards
(although there are actually 58 “cards” in total including re-releases). Each bottling is unique, not only in
its label, but in the contents of the bottle itself, and in the amount released, which varies from 122
bottles for the Ace of Spades to 3,690 for the “Chrome Joker”. It is said by some that only three
complete sets exist, and it is this rarity that helped drive the price of this lot to record levels.

In the same sale, Bonham’s also captured the record for the single most expensive bottle of Japanese
whisky ever sold. This bottle, the 52 year old Karuizawa bottling (distilled in 1960) known as “The
Cockerel”, which sold for more than HKS 918,000. Karuizawa is one of the legends of Japanese distilling.



Like Hanyu, it ceased production in 2000, and since then the prices for these prized malts has
skyrocketed. The Platinum Whisky Investment Fund has been quick to recognize the value of this
unique spirit, and their holdings include several rare bottles, including the 1981 Founder’s Cask #2084
bottling.

For a category as hot as Japanese whisky it is interesting to note that it is a fairly recent phenomenon.
Experts believe that the first whisky was distilled in Japan in the 1870s, and the first public distillery
opened in 1924. The motive force behind this development was Shinjiro Torii, founder of the company
that would later become Suntory. He built his distillery at Yamazaki, and hired Masataka Taketsuru, who
had learned his trade in Scotland, as distiller. Taketsuru left a decade later to found the company that
would become Nikka; both Suntory and Nikka are still essential forces in the Japanese whiskey market.
Suntory owns Yamazaki and Hakushu, while Yoichi and Miyagikyo (formerly Sendai) are both owned by
Nikka. Fuji Gotemba is owned by Kirin, and then there are the smaller operations: Shinshu, White Oak,
and Chichibu, founded by Ichiro Akuto of the family who built Hanyu. Chichibu opened in 2008, but at
auction it is definitely Karuizawa and Hanyu who dominate the scene today. Rare Whisky 101 notes that
their Karuizawa index has increased by 74.92% in nine months’ time, an unparalleled run up that has
some wondering if the increases are sustainable. At the same time, less-expensive bottlings from Yoichi
and Yamazaki are also gaining new fans and beginning to trade well at auction.

Recognizing the value of Japanese whiskey and calculating it are two different things, however. By
comparison, the market for fine wine is a model of transparency. The work of valuing a wine collection
is eased by robust online tools such as WineMarketJournal.com and wine-searcher.com, referencing
literally millions of transactions. Information on transactions of rare spirits, however, can be difficult to
come by. Jeff Zacharia, of Zachys Wine and Liquors and Zachys auction house notes “While auction
houses typically publish their results, it is not always possible to find sales data for merchants and
brokers, and even more difficult to find said information from traders and private sales.” He continues,
“The American secondary market is still quite nascent, with the majority of auction taking place in
Europe, followed by Hong Kong and the US. Private sales (facilitated by online forums such as Craigslist,
reddit and secret Facebook groups) are enormous, but make it nearly impossible to quantify the market.
I know of a single group on Facebook with nearly $2 million in public transactions over the past two
years.”

David Wainwright of Wainwright Advisors, who performs the valuation for the Platinum Whisky
Investment Fund disagrees. He bases the valuation for the fund strictly on UK auction results, noting
“Unlike the UK wine trade where the brokers/merchants dwarf the volume of the tiny auction market,
whisky auctions still account for a significant chunk of the high end whisky market in the UK. Also it
should be noted that the Platinum fund is mainly focused on Scottish whisky, again, another reason to
use the UK auction market.”

The trade in Japanese whisky, however, is based largely in Asia. While auction houses such as Zachys
and Acker Merrall publish their results, the market is considerably more opaque, due to the large
number of private transactions in Japan, and the sometimes recondite nature of the Japanese auction
houses selling the whisky. One problem stemming from the private nature of this market is the
incidence of counterfeit bottles in the marketplace. Noted expert UIf Buxrud documents this issue at
length on his fascinating website http://www.buxrud.se/webb/. He describes how whisky bottles with
their replaceable closure are easier to counterfeit, and how a shadowy market in empty bottles on e-bay
has led to a number of spurious re-fills that are obvious as counterfeits because of the difference in
color of the whisky. As with any collectible, it is essential to purchase Japanese whisky from a known,




trusted, reliable source, and to inquire discreetly but firmly into the provenance of any important
purchases.

Chasing the next whisky boom has the potential to be an extremely profitable pastime. It's important,
however, not to lose sight of the enjoyment of the spirit as well. Quality has never been better, and the
dynamic nature of the market means that more whisky and more types of whisky are available to eager
collectors everywhere. At the end of the day, it’s good to know that when collecting whisky, you can do
so for love AND for money.



