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The Bourbon Boom

Americans love their whiskey. As eminent U.S. author Mark Twain commented, “Too much of anything
is bad, but too much good whiskey is barely enough.” Is American whiskey poised to become the next
great collectible? There are certainly some who so, and the market for rare bottles is heating up quick.
Indeed, the overall market for American whiskey is outpacing most other types of spirits, +7.8% for total
revenues of $2.9 billion. This equates to a 28% share of all spirits sold domestically, and to nearly more
than $1 billion of exports, nearly two-thirds of the total. The size of the market has doubled in the last
five years according to the Kentucky Distiller’s Association, driven by the resurgence in darker spirits
generally, and in particular by the great popularity of cocktails among the millennial generation.

Among those new to the category, however, there are a number of misconceptions. The five main
categories of American whiskey are Bourbon whiskey, Tennessee whiskey, rye whiskey, corn whiskey
and blended whiskey. Bourbon is the largest category, but it is not limited to Bourbon County,
Kentucky. It can be produced anywhere in the U.S., and indeed there are very interesting producers
located from California to New York and many points between, although 95% of Bourbon produced in
the U.S. is made in the state of Kentucky. It is by law composed of a base (called a “mash”) fermented
from at least 51% corn; it must be aged in unused charred American oak casks; distilled to no more than
80% alcohol by volume (ABV); put into barrel at no more than 62.5% ABV, and bottled at a minimum of
40% ABV. There is no minimum aging regulation, although “straight Bourbon” must be aged at least two
years, and Bourbon “bottled in bond” must be bottled at 50% ABV and aged for four years.

Tennessee whiskey by contrast must meet the same requirements as Bourbon whiskey, but it must also
be produced in the state of Tennessee, and most of it must be filtered through charcoal using a process
known as the Lincoln County Process, which makes the whiskey smoother but also removes some flavor
and aroma. Like Bourbon, rye whiskey and corn whiskey can be produced anywhere in the U.S.,
although rye traditionally came from northern states where this grain was more important than corn.
Rye whiskey must be produced with a mash of at least 51% rye, and corn whiskey with a mash of 80%
corn. While the same rules apply to rye whiskey as do to Bourbon whiskey regarding the distillation and
the aging, corn whiskey (also known as “white lightning”) is most often not aged at all, or aged briefly in
uncharred casks or second fill casks. It is sometimes (incorrectly) referred to as “moonshine”, although
true moonshine is illicitly produced and untaxed.

Corn and rye whiskey are comparatively very small categories, and while there are in essence only four
producers of Tennessee whiskey, it cannot be called a “small category” as Jack Daniels is marketed as a
Tennessee whiskey, even though it fulfills the requirements to be a Bourbon. Last year sales of Jack
Daniels totaled more than 11 million 9 liter cases, making it the world’s third most popular premium
spirit brand. In spite of this popularity, when it comes to whiskies that will hold their value, virtually all
of the truly collectible American whiskies are Bourbon.

The most iconic collectible whiskey by far is called Pappy Van Winkle. The 23 year-old version
(“expression”) of this whiskey can sell for up to $5,000 per bottle, although bottles sell fairly regularly at



auction for $2,000 - $2,500. A three bottle lot of the 23 year-old sold in October 2015 at Zachys New
York sale for $6,738, while it is can be found for sale from online retailers for $2,700 per bottle. What
makes it so special? The price of 23 year old Pappy is due in large part to scarcity, since demand far
outstrips supply. This in turn is fueled by celebrity endorsements, such as TV chef and personality
Anthony Bourdain. Although the 23 year-old is the most highly valued, there are also 20 year-old and 15
year-old versions which are less expensive, but as a brand it unquestionably dominates the high end of
the category. Asin other instances, scarcity and celebrity endorsements alone are sufficient to sustain
high prices for a limited market, but this begs the question of intrinsic quality. Is it any good?

The short answer is “yes, it is very good”. During a recent visit to Kentucky, | was unable to try the 23
year-old, but the 15 year-old Pappy Van Winkle that | sampled was simply the best Bourbon of the entire
trip, and one of the best of my life. The whiskey was powerfully aromatic, with aromas that ranged from
molasses to tar with a complex set of spice notes such as mint, ginger and peppercorns. The whiskey
was warm but not too hot, dark and brooding with fantastic quality. Part of the secret is the fact that it
is aged longer than most Bourbons, which tend to be sold at anywhere from 4 to 12 years of age for the
better brands.

The brand initially began in 1893 when Julian Van Winkle (the original Pappy) purchased with a partner
the W.L. Weller liquor wholesaler where they both worked as salesmen. In 1910 the Weller firm
purchased the A. Ph. Stitzel distillery and used its whiskey for its brands. The distillery produced
“medicinal” whiskey during prohibition, and continued to operate until it was sold in 1972. The Winkle
family kept the stocks, but the Stitzel-Weller distillery was gradually closed down, and the whiskey is
now produced by the Sazerac company at its Buffalo Trace distillery in Frankfort. At present only the 23
year-old expression of Pappy Van Winkle Family Reserve uses stocks originally from the Stitzel-Weller
distillery.

The Buffalo trace distillery today produces many of the world’s most sought-after whiskies. While there
are a profusion of brands on the market today — many with venerable names on the labels — the actual
whiskey is often produced by a relatively few distilleries, some of whom produce dozens of brands.
Brands produced at Buffalo Trace include Eagle Rare, E.H. Taylor, Stagg Jr., Blanton’s, W.L. Weller, Elmer
T. Lee, Sazerac Rye, Ancient Age and others.

There are, however, a myriad of differences between each brand. The most fundamental is the “mash
bill” or the recipe of grain that is fermented to form the “mash” (essentially a beer) that is then distilled
to produce the whiskey. At Buffalo Trace there are four important ones: two different Bourbon recipes,
one with a higher rye content and one with less rye and more corn. There is a 51% rye mash bill for
producing rye whiskey, and then there is a bourbon mash bill with a significant proportion of wheat. Itis
this “wheated” mash bill that is used to produce the Pappy Van Winkle Bourbons as well as the W. L.
Weller stocks. Once the distillation is complete, the spirits are further differentiated by the length of
aging, type of cask, and even by the location of the cask in the warehouse, all factors that influence
significantly the taste of the whiskey.

While some trendy whiskey brands may be produced in faceless distillery-factories that have little
connection with the story of the brand, this should not be taken as an indictment of top brands such as
those produced at Buffalo Trace, which hold to the highest standards of whiskey production. True
Bourbon aficionados will likely want to discover where and how their favorites are produced and aged,
which will certainly suggest other whiskeys that will provide great pleasure. Collectors in search of price



appreciation as well as whiskey appreciation will do well to remember that a whiskey is worth what the
market will pay for it, and that scarcity is often one of the most secure guarantors of price.



