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Commentary

Investors who have been with us for a few years will have heard it al before,
but December is aways a modest month for two reasons: firstly, the main
stocking up activities in preparation for Christmas and New Y ear celebrations
tend to be concentrated in November and by the time December comes, it is
the turn of the retailers to enjoy brisk trade while the major market players
take something of a rest; secondly, in the second half of the month we tend to
se a handful of “binend” offers appearing from merchants to clear odd
pieces stock and this can temporarily depress afew prices. Although both of
these effects were observed this year, it was not enough to negate the upward
pressure from the continued global demand and a very successful year ended
with one more positive month making it now two years since we last posted a
month on month loss.

Thereislittle in the way of mgjor tradesto report so it is a good opportunity to
look a some recent developments. We have of course recently launched, in
conjunction with our partner VWF Trading Ltd, the upgraded two-way trading
screens at www.vwitrading.com and the initial response has been fantastic.
Users are now able to see the quantities available and to place orders online.
Thisis quite ssmply the most innovative online top end fine wine rading
platform in the world and is a vauable asset for two reasons: firstly, it is a
very efficient route through which the Fund can establish positions or take
profits since it provides a direct interface with both producers/negociants and
end users thus virtualy eliminating the need to use commissioned
intermediaries or to employ sdes personnel — the screen simply is our sales
force; secondly, the profits from day to day margin trading (post tax sine this
counts as active trading for UK tax purposes) provide an enhancement to
returns which is not dependent on market direction.

We have become aware of a number of exciting buying opportunities which
may present themselves in the near futureand with the Fund fully invested we
may therefore consider a brief reopening of the Fund for a limited amount
some time in the next few months. We would stress that we would only
consider such a move if we were confident of investing the proceeds both
quickly and in line with our current strict portfolio strategy. In any case,
existing share classes would remain closed and only a new higher fee class
would be made available.

Thefirst few days of January saw the return of normal levels of demand with
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2003 2004 2005 2006

ORD for Year 6.22% 2.12% 11.18% 23.97%

ORD Jan Feb Mar Apr May  Jun Jul Aug  Sep Oct Nov Dec YTD

2005 134% 1.16% 1.03% 0.68% 0.34% 0.78% 006% 1.08% 1.39% 151% 1.06% 0.23% 11.18%

2006 150% 0.69% 2.06% 1.13% 215% 247% 250% 1.22% 3.80% 151% 231% 0.37% 2397%
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