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WELCOME TO THE JOURNEY


Setting the Stage


As I sank into the cosy fireside chair in my grandfather's secret spirits workshop, I couldn't help but feel a tinge of scepticism creeping in.


"Invisible powder?" I repeated incredulously, arching an eyebrow in disbelief. But as my grandfather's voice grew more passionate and insistent, I found myself slowly but surely drawn in by his enthusiasm and charisma. Despite my initial doubts, I felt my curiosity piquing as he explained the intricacies of his craft, emphasizing the importance of capturing the soul of the ingredients. Before I knew it, I was completely captivated by the alchemy of it all, the transformation of raw elements into something truly magical. In that very moment, I realized that I was destined to be a lifelong enthusiast of spirits, driven by an insatiable hunger for knowledge and a bold, adventurous spirit.


Over the past 20 years, my life has been a thrilling journey of exploration and discovery, as I've travelled to countries far and wide, enjoying the wonders of the world and immersing myself in incredible experiences, from hiking majestic mountains, exploring hidden waterfalls, to discover the rich history of ancient cultures, mystical sites and beautiful distilleries. From the smoky, peaty notes of Islay to the sweet, vanilla undertones of bourbon, whisky is a spirit that can transport you on a journey around the world, exploring different regions, histories, and sensations. That took my taste buds on a remarkable journey of their own. And with each new whisky, there's always something new to learn, a new story to uncover, and a new flavour to welcome. I am incredibly grateful for these moments that reminded me of the beauty that surrounds us every day. And that is the reason why, even after two decades, my journey it’s far from over and my thirst for discovery remains as strong as ever. The dynamic and constantly evolving whisky industry, with its innovations and new expressions, serves as a never-ending source of inspiration for me, reminding me that whisky is a spirit that never ceases to amaze, surprise, and delight. Join me on this journey of discovery and let's raise a glass to the magical elixir that is whisky. Slàinte!


The Why


Over the years, I worked hard to gain knowledge and experience in the whisky industry, and I noticed that many whisky enthusiasts were interested in investing in rare bottles or casks. However, I also noticed that many of them lacked the knowledge and understanding necessary to make wise investments. So determined to help these enthusiasts, I founded a whisky agency called 9 Smoking Barrels. Our mission is to provide independent and unbiased information about the whisky market and offer guidance on how to make wise investments.


I strongly believe that when it comes to whisky investment, it is important to respect the whisky, the industry, and the time required for the process. Whisky is not a speculative asset like many others, but a long-term investment that requires patience, understanding, and appreciation for the art and science of whisky making. As a result, my team and I at 9 Smoking Barrels worked tirelessly to educate our clients on the importance of respecting the whisky, and not just seeing it as a commodity to be bought and sold for profit. We offer creative solutions, like pairing investment advice with guided tastings of rare and exquisite whiskies, to help our clients truly understand and appreciate the value of what they are investing in. Thanks to our dedication and creativity, we became known as a respected voice in the whisky investment world, and our clients trusted us to help them achieve their investment goals while respecting the art and craft of whisky making. And with that on my shoulders, I continue to spread my passion and knowledge of whisky investment, always reminding my clients to approach it with a pure soul and a deep respect for the spirit. It's worth mentioning that as a founder of 9 Smoking Barrels and whisky specialist, my core business is educating and entertaining people with whisky-related content. In an effort to provide an independent point of view on whisky investment, I have created this book. Its goal is to equip readers with the knowledge and tools needed to make informed decisions, negotiate better conditions, avoid scams and build a strong and a wealth whisky portfolio. It is important to note that I do not engage in the buying or selling of any whisky, and the information provided in this book should not be considered as financial advice or a solicitation to buy or sell any assets.


The analysis of whisky investment given in this book attempts to synthesize the findings from various sources, including industry experts, academies, brands and investment analysts. However, readers should always seek professional advice before making any investment decisions.




A roadmap for reading this book


I wrote this book with two sets of readers in mind. The first are those who are considering investing in whisky and want to learn more about the market, its trends, and the risks and rewards involved. The second are those who are simply interested in the whisky industry and want to learn more about its history, production, and cultural significance.


The first four chapters of this book will focus on providing a comprehensive understanding of the whisky investment market. Covering the history, how the market operates, identifying the right whisky to invest in, and factors affecting whisky value. The following five chapters will be more practical and financial in nature, providing readers with valuable insights on creating strong portfolios, diversifying investments to maximize profits, spotting investment opportunities, and developing a solid investment strategy.


It is important to note that while there are many types of whiskies available in the market, we will mainly focus on Single Malt Scotch Whisky as it is currently the most profitable and regulated. However, we will touch upon other whiskies like Irish, Japanese, American, and New World Whiskies. At the end of each chapter, readers will find a variety of interesting and informative facts and figures on the whisky industry, along with valuable investment tips. This information is a result of my 20 years of experience in the whisky industry and is intended to provide investors with a comprehensive view of the market, the tools and knowledge required to effectively triple their income through whisky investment, as well as manage costs and accurately calculate potential profits. By breaking down whisky investment into its various components, readers can gain a comprehensive understanding of this exciting and potentially lucrative investment opportunity.


It's worth observing that while I have made every effort to ensure the accuracy of the information presented, I cannot guarantee that all information is complete, accurate, or up to date. Please read this book with caution and conduct your own due diligence before making any investment. Also, to avoid giving the book an academic slant, references are given in the chapter at the end, along with further comments intended for professional readers and for lay readers seeking sources of information.


To conclude, whether you're a seasoned investor looking to diversify your portfolio, or a whisky enthusiast interested in turning your passion into a profitable venture, this book is the perfect resource for achieving success in the world of whisky investment. So, pour yourself a dram, sit back, and let's explore the world of whisky investment together.
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CHAPTER I


AGED TO PERFECTION: HISTORY OF THE WHISKY INVESTMENT MARKET


Once Upon a Whisky


The origins of whisky can be traced back to medieval Ireland and Scotland, where it was originally used for medicinal purposes. However, over time, whisky production and consumption grew, and it eventually became an important part of the social and cultural fabric of many countries.


The earliest known reference to whisky comes from 1494, in an entry in the Exchequer Rolls of Scotland, which recorded the purchase of barley to make aqua vitae, a Latin term meaning "water of life." This early whisky was made from barley and was distilled in a process similar to that used to make beer. Over time, the recipe for whisky evolved, and other grains such as wheat, corn, and rye were also used in its production.


During the 18th and 19th centuries, whisky production in Scotland and Ireland grew exponentially. In Scotland, the whisky industry was centred around the Lowlands, Speyside, and the Islands regions, each with their own distinct style of whisky. In Ireland, the industry was centred around the counties of Cork, Dublin, and Ulster. The whisky industry in both countries was initially small-scale, with production primarily for local consumption. However, as the demand for whisky grew, so did the industry. Distilleries began to open, and many of the existing ones expanded their production.


In the early 19th century, the whisky industry in both countries was hit by a number of challenges, including a period of excise tax, which made production more expensive, and the phylloxera epidemic, which destroyed vineyards and reduced the availability of wine and brandy, which were the traditional drinks of the upper classes. Whisky producers adapted, and the industry continued to grow.


In the late 19th and early 20th centuries, the whisky industry in Scotland and Ireland faced further challenges, including the introduction of prohibition in the United States and the imposition of high tariffs on imported whisky by other countries. Many distilleries closed, and those that remained open struggled to survive.


As well, the Scotch whisky industry was impacted by higher taxes and the First World War, which resulted in a decline in consumption and the closure of several distilleries. Additionally, the war diverted supplies of grain from distilling to other uses. In response, the industry introduced a compulsory minimum two-year maturation period for Scotch whisky before sale and formed the Whisky Association to defend against government interference.


Despite the popularity of blended whiskies, self or single malt whiskies were still appreciated by connoisseurs, particularly for their unique and distinct flavours. Many single whiskies, especially those intended for export, were aged for about five years and were enjoyed by the sporting fraternity who visited Scotland for fishing and shooting. Exhibitions showcasing self-whiskies from different malt distilleries in Scotland and elsewhere were held, and medals were awarded to the best ones.


In the second half of the 20th century, the whisky industry continued to grow and expand. New distilleries were established, and existing ones expanded their production. The popularity of whisky also continued to grow, and it became a global industry. Today, whisky is produced in many countries around the world, including Canada, Japan, India, and Australia.


In recent years, the whisky market has seen a resurgence of interest in single malt whiskies, which are made from 100% malted barley and produced by a single distillery. This has led to a renewed interest in the traditional methods of whisky production and the unique characteristics of different regions. Additionally, the growing interest in craft spirits has also led to an increase in the number of small-scale distilleries producing whisky.


Whisky as an investment


As we discovered, the whisky industry has a long and complex history that has shaped the way we view and consume this precious liquid today. In the late 19th century, whisky was a struggling industry that faced many financial challenges due to the long maturation process required to produce a quality product. Scottish distilleries had to find creative ways to generate income for daily operations, and one of the solutions was to sell barrels as investments rather than focusing on bottles.


The 1890s saw a surge in the popularity of whisky as an investment. Banks began lending money to speculators to acquire stocks of new and maturing whisky and distillery shares. This led to an overproduction of whisky, as distilleries expanded their capacity and laid down more stock than the demand could keep up with. The annual increase in stock warehoused in Scotland rose from just under nine million litres in 1891-2 to 61.4 million litres in 1897-98, and by 1898-9, net additions to stock amounted to 40 per cent or more of total output. The rise in production of pot stills was largely paralleled by the patent still producers, and grain whisky output rose from 42.7 million litres in 1886 to nearly 95.4 million litres in 1900.


As expected, this investment frenzy did not last forever. In 1900, the Pattison crash occurred, named after the infamous Pattison brothers who had built a vast whisky empire on credit. When they were unable to pay their debts, the whisky market crashed, leading to widespread bankruptcies and distillery closures. This event marked the end of the whisky investment boom, and the industry struggled to recover for several decades.


In the 1990s, the whisky industry faced a new set of challenges. Single malt whisky was still considered a niche beverage, and distilleries struggled to make a profit. Many closed down, and casks were purchased as investments but were not always profitable due to unfavourable market conditions.


However, in the early 2000s, the whisky industry began to shift gears. The emergence of the internet and the global market allowed distilleries to reach a wider audience and rebrand themselves for a new generation of consumers. Prices of bottles began to show growth, and the release of the fourth edition of Black Bowmore demonstrated the distilleries adjusting prices to reflect the brand's perceived value. One of the consequences of this shift was that many distilleries, including Scotland's premier whisky brand The Macallan, stopped selling barrels on the private market. Instead, they kept their valuable stocks, and the most precious barrels ended up in the hands of private collectors. This scarcity made them extremely rare and therefore much more valuable. Now, there is a finite amount of high-quality whisky barrels in warehouses across Scotland, and every time one is bottled, there are fewer left. This inherent rarity is built into the value of each barrel, making whisky one of the most tantalizing and exciting investment opportunities available.


The Digital Age of Whisky


In the 2010s, with the rise of online whisky auctions and reduced overheads, bottle prices saw more significant growth. E-Bay became a major market for rare whisky auctions, but when unauthorized sellers were banned from selling alcohol online in 2012, online auction sites emerged to fill the void, as did traditional auction houses. The internet did what it was supposed to do, and it destroyed the traditional auction industry and democratized access to the market. Online auctions allow investors from around the world to bid on rare and unique whiskies.


Auctions in the UK and the US became particularly attractive to Asian customers, as demand outstrips supply, and it created a vibrant ecosystem. In terms of brands, The Macallan emerged as a dominant player in the market, cementing its position with a historic catalogue of collectable series, a new visitor centre, and distillery. This ultimately led to the world record sale of a £1.5 million bottle in 2019. The timing of investments was important as demonstrated by the significant appreciation in value of some bottles over the years.


Weathering the Storm: Whisky and COVID-19


Few areas of modern life have not been affected by Covid-19, including whisky. Scottish distilleries were forced to close when the country went into crisis in March 2020, and some went on to donate their alcohol for use in hand sanitizer production, while others began producing it themselves. While many were able to reopen and resume whisky production in the second half of the year, the impact of the disruption means that the whisky produced in 2020 could be the most valuable batch in history due to the reduction in quantity. Also, on-premises sales, such as those at bars and restaurants, have dropped drastically, leading to a decrease in demand for lower-priced blended whiskies. However, the market for high-end single malts has remained relatively stable, and even experienced growth as consumers turned to online purchasing and home consumption. Meanwhile, global whisky exports, which are key to its success, were greatly affected in the first half of the year, with a 30% drop compared to the previous year. However, since exports grew by 4.4% in 2019 to a total value of £4.910 billion, the industry was in good health before the crisis and there is no reason to think that will change after it.


The Role of Inflation and Volatility in Whisky Investment


As the global economy begins to recover from the COVID-19 pandemic, investors are becoming increasingly concerned about inflation. Governments around the world have borrowed heavily to support their economies during the crisis, and this is expected to drive up inflation in the coming years. Now, with a return to growth, there is a big bill to pay. This could have negative effects on certain types of investments, such as high dividend-paying stocks, fixed-income bonds and, cryptocurrencies while more tangible, asset-backed investments may be a safer option. The rise in prices impacts the cost of living, the cost of doing business, borrowing, mortgages, corporate and government bond yields, and every other facet of the economy. As a result, investors need to start planning for the long term, moving away from quick gains to more stable ways of storing their wealth in a volatile economy.


A common approach to hedge against inflation is to turn to tangible, asset-backed investments. In 2020, 2021 and 2022 there were still many record sales of rare and valuable whiskies, such as those produced by Macallan and Japanese distilleries Yamazaki and Karuizawa. The demand for these whiskies is driven in part by their scarcity, as well as their ability to hold value over time. Some experts believe that investing in rare and high-quality whiskies can be a good way to protect against inflation and store wealth in an uncertain economic environment.




The Impact of the War in Ukraine on the Whisky Supply Chain


There have been several impacts of the war in Ukraine on the whisky industry. One of the main impacts has been on the supply of Ukrainian-grown barley, which is a key ingredient in the production of Scotch whisky. Ukraine is a major producer of barley, and its high-quality grains are highly sought after by many Scottish distilleries. However, the conflict has led to a disruption in the supply chain, making it more difficult for Scottish distilleries to obtain the barley they need for their production. This has forced some distilleries to look to other sources for their barley, which can affect the taste and quality of their whisky. For example, some distilleries have turned to barley from other countries like France and Canada, which may have different growing conditions and soil types that can impact the flavour of the final product. In addition, the ongoing conflict has also created uncertainty and instability in the region, which can have a ripple effect on the global economy and trade. This can make it more difficult for distilleries to plan and invest in their operations, as they may be unsure of the political and economic climate in the future. The instability in the region can also make it more difficult for distilleries to establish and maintain business relationships with Ukrainian suppliers, which can impact the long-term viability of the supply chain. Moreover, the political tensions and economic sanctions related to the war have also affected the export of whisky from Scotland to Russia, which was previously a major market for Scotch whisky. According to the Scotch Whisky Association, Russia was the fifth-largest export market for Scotch whisky in 2013, with exports totalling £31 million. However, the sanctions imposed on Russia by Western countries have led to a decrease in demand for Scotch whisky in the Russian market, which has had an impact on the sales volume and revenue of Scottish distilleries. In addition, the devaluation of the Russian Ruble in 2014 made Scotch whisky more expensive for Russian consumers, further reducing demand. This has forced Scottish distilleries to look to other markets to offset the decrease in demand from Russia. For example, in 2018, the United States overtook France to become the largest export market for Scotch whisky, with exports totalling £1.04 billion. In conclusion, the war in Ukraine has had a significant impact on the whisky industry, particularly in terms of the supply of Ukrainian-grown barley and the export of Scotch whisky to Russia. While some distilleries have been able to find alternative sources for their barley and new markets to export their products to, the uncertainty and instability in the region continue to create challenges for the industry. It remains to be seen how the situation in Ukraine will develop and what the long-term impacts will be on the global whisky industry.


A Glimpse into the Future


The whisky industry has experienced tremendous growth and evolution in recent years, driven in part by the increasing value of rare and collectible whiskies that have captured the attention of investors. As a result, some investors have started to add the alcoholic asset to their portfolio as a way to diversify and potentially mitigate risk in a volatile market. This trend has been fuelled by demand from overseas buyers, particularly from China, Japan, and India. While whisky may have the potential to generate returns, it should be approached with caution as a specialized and potentially high-risk investment. Investing in rare and collectible whiskies requires knowledge of the market and the ability to assess the quality and value of the products. Additionally, investing in whisky it requires time and storage space to mature and appreciate in value. Looking ahead to 2023, the whisky industry is expected to continue to experience growth and evolution. However, it may face several challenges related to climate change and environmental sustainability. Climate change is expected to have an impact on barley crops, which could lead to potential supply chain disruptions and changes in production methods. The industry may also face increasing scrutiny and regulation related to environmental sustainability, particularly in regions where water resources are limited. In response, many distilleries are exploring ways to reduce their carbon footprint, such as using renewable energy sources and implementing sustainable water management practices. In addition to environmental concerns, the whisky industry is also facing challenges related to counterfeiting and fraud. The increasing value of rare and collectible whiskies has led to an uptick in fake bottles and the use of counterfeit labels. In response, many distilleries and auction houses are turning to blockchain technology and other forms of verification and authentication to combat these issues and maintain the integrity of the market. The use of technology in whisky production and marketing is also expected to continue to grow in 2023. More distilleries are adopting digital tools to streamline operations and reach consumers. For example, many distilleries are using drones to monitor their crops and automate the distilling process. Other distilleries are using augmented reality and virtual reality to enhance the consumer experience and offer unique branding opportunities. What that means is that the whisky industry is prepared for continued growth and innovation in 2023. However, it is important for producers and investors to approach the market with caution and carefully consider the potential risks and benefits before making decisions. As the industry evolves, it will be important to prioritize sustainability and authenticity to ensure the long-term success of the whisky market. Distilleries that are able to strike a balance between innovation and tradition, while also prioritizing sustainability and authenticity, are likely to see the greatest success in the years ahead.


Did you know?


Ther rise of Japanese Whisky


Japanese whiskies have been around for


centuries, but it was only in the 21st century


that they became widely renowned and appreciated.


 This can be attributed to the success


 of Suntory's Yamazaki and Nikka's Yoichi


and Miyagikyo distilleries, both of which have


won numerous international awards. This success


 was a long time coming, as the history of


whisky in Japan stretches back a century, and


does find its roots in Scotch, in particular. Its


pioneer, a Japanese man by the name of Masataka


Taketsuru, is the one credited for bringing


Scotch whisky to Japan in 1924.


The increasing popularity of Japanese


whiskies has been accompanied by a substantial


rise in their prices due to a number of factors.


A major one is the limited production of


these whiskies, which often causes a shortage,


leading to high demand and, consequently,


prices. Additionally, certain expressions have


been discontinued, further contributing to the


scarcity of Japanese whiskies. Other factors


driving up their prices include the rarity of certain


limited-edition bottlings, the age and


quality of the whisky, and the packaging and


presentation of the bottles. In fact, some of


these whiskies have reached prices in the millions


at auctions. Given its long history, the distinct


production process, and its high quality


and notable awards, Japanese whisky is a


unique and highly desirable spirit. The increasing


demand and its limited availability make it


a rare and costly product. This is why many


whisky aficionados are willing to pay high


prices for the best of Japan's whisky


Did you know?


The Pattison Crash


The Pattison Crash of 1898 was a catastrophic


event that had far-reaching consequences


for the Scotch whisky industry. The


Pattison brothers, who had built a successful


business by trading in whisky and other spirits,


had resorted to questionable financial practices


to maintain their lavish lifestyle and keep


their business afloat. Their overvaluation of


stocks and property, and payment of dividends


out of capital, had created an illusion of


prosperity that could not be sustained. When


the firm collapsed, it triggered a chain reaction


of bankruptcies that affected ten other


companies and led to a slump in whisky


prices. The Pattison brothers were eventually


convicted of embezzlement and fraud and


sent to jail, while the wider industry suffered a


period of stagnation that lasted for half a century.


The last distillery to open for business


during this time was Glen Elgin, which started


production in May 1900 but was forced to


close just five months later.


The Pattison Crash serves as a cautionary


tale about the dangers of overreaching and indulging


in unsustainable practices. It reminds


us that even the most successful businesses


can fail if they lose sight of the fundamentals


of sound financial management.




Tips for investors:




	
Invest in pre-late 90's whisky: Older, highquality whisky barrels in Scotland are becoming increasingly rare and valuable, making them a stable and potentially profitable investment.


	
Consider Speyside whisky: Known for their smooth and complex flavours, Speyside whiskies are in high demand in every market and often command higher prices than other Scotch whiskies. Prices are relatively more affordable, and they are good for patient young investors that want to keep the investment for a long term.


	
Consider Islay: Islay whisky is valued for its strong, peaty flavours and historical significance in the whisky industry. Its popularity among enthusiasts and limited supply drive demand and higher prices. If you see a whisky cask from Islay, you buy it. Those whiskies reach a 15-18% annual growth and the older the whisky the more figures you can add to your returns. Fantastic for high-end budgets and for the medium- short term.


	
Focus on the Asian market: The Asian market is a lucrative market for whisky investment, as it has shown a strong demand for high-end and rare whiskies. The prices paid for bottles and casks in this region have been among the highest in the world, making it a key player in the global whisky market. By considering the tastes and preferences of the Asian market and investing in whiskies that cater to their demand, investors can tap into this market and potentially reap significant returns for those who are looking for long-term gains.


	
Invest in 2020 whisky: Due to the COVID-19 pandemic in 2020, many distilleries were forced to shut down operations, leading to limited production of whisky. This scarcity has created a situation where 2020 whisky could potentially be in high demand in the future, as it becomes a rare and unique vintage. By investing in 2020 whisky now, an investor could reap the benefits of higher value in the future as the demand for this limited-edition vintage increases.


	
Diversify and protect your portfolio against volatility: Investing in whisky can offer benefits for risk management and portfolio diversification. By spreading your whisky investments across different types of regions, ages and cask types, you reduce the impact of potential losses in one particular area. Whisky can also serve as a hedge against inflation. As the value of money decreases due to inflation, the value of the investment in whisky increases, helping to protect the overall value of the portfolio.





It is important to note that like any investment, investing in whisky also involves risks and it's advisable to consult a financial advisor or professional before making investment decisions.




CHAPTER II


SMART INVESTING: WHAT TO CONSIDER BEFORE YOU BEGIN


A checklist for investors


There are a few key things that investors should know before investing in whisky. First, it's important to understand the options available to invest and be comfortable in any part of the process. You can purchase rare, aged bottles of whisky with the hope that they will appreciate in value over time. This option is more suitable for collectors or enthusiasts who have a strong understanding of the market and are willing to hold onto their bottles for the long term.


Alternatively, investors can purchase casks of whisky that are still maturing in warehouses. The value of these casks is expected to increase as the whisky ages, and investors can potentially profit by selling the mature whisky in the future. It is important to note that the whisky market is unregulated and can be volatile, so it is crucial for potential investors to thoroughly research their options and understand the risks before making any investments. It is also advisable to diversify any investment portfolio, including any whisky investments, to reduce risk. In this chapter, I’ll help you navigate the myths and misinformation that exist within the industry. For example, some people believe that the age of the whisky is the most important factor in determining its quality, but this is not always the case. The type of cask used for aging, the distillation process, and other factors can also play a role in the final product.

OEBPS/Images/cover.jpg
Samantha De Noia

POURING
PROFHS

Experttips-and strategies
for.investing in whisky





