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Commentary

With GBP/EUR bouncing back form its lows last month, our MTM in
EUR terms reclaimed some of December’s losses. But GBP remains very
weak compared to the beginning of December so we would still expect to
see some upward adjustment to UK list prices — indeed there is a hint of it
already — which will help us to regain more of the lost ground.

One way of avoiding these fluctuations would be to base our valuations on
the ex chateau EUR prices quoted by Bordeaux negociants (some would
even argue that this was reasonable since so much of our portfolio was
indeed purchased ex chateau). These prices have not moved so on that
basis we might even have shown a profit throughout last year!
Unfortunately that approach is straight out of the Bernie Madoff manual of
fund management — sucking in new investors with an illusion of
profitability and drawing incentive fees on fictitious performance all
ending in asuspension and probably some very nasty law suits!

The chateaux and negociants have up to now kept their headline prices
static. This is understandable as it creates an impression of stability but
nothing has actually been transacted at these levels for a considerable
time. In many cases, dedls are being discretely agreed at market levels —
i.e. a very large discounts to the headline prices; and in others, the
chateaux are happy to sell nothing and simply wait for better times.
Headline ex-chateau prices may not have come down but no-one in
Bordeaux is under any illusion about what has happened. With actual
transactions — both ex chateau and secondary market — going through at
much lower levels only afool or a fraudster would argue that the value of
fine wines has not fallen.

Indeed the market is ticking over quite steadily and Chinese New Year
brought some good demand. Thereis still uncertainty and caution but the
market is really operating very well, abeit with somewhat reduced
volumes. Any claim that the whole fine wine market has ceased up or has
stopped trading is simply untrue. Perhaps for that fool or fraudster, in his
state of suspended reality, it may seem that way; but for those of usin the
real world the harsh fact is that prices have dropped but business continues
and we are stabilising at these new levels.

ORDINARY SHARES

Price (€): 129.19
P&L on month: 4.61%
Y ear to date: 4.61%
Since inception: 29.19%
Leverage: 0.00%
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First growths 12.6% 23.2% 32.3% .
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2003 2004 2005 2006 2007 2008 2009 (YTD)
ORD for Year 6.22% 2.12% 11.18% 23.97% 23.97% -33.37% 4.61%
ORD Jan Feb Mar Apr May Jun Jul Aug  Sep Oct Nov Dec YTD
2008 0.21% 0.01% -360% 1.00% 020% 0.11% 0.33% -0.77% -359% -856% -6.88% -1671% -33.37%
2009 4.61% 4.61%
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