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New Zealand glass for world class

New Zealand Wines

The skill of New Zealand’s winemakers has ensured that the results of each
new vintage are eagerly awaited around the world. The quality of these
wines demands the quality packaging that O-I can provide as our wine

industry grows from strength to strength.
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OBJECTIVES:

The basic objectives are:

* To facilitate a climate conducive to the profitable sale
and increased enjoyment of more New Zealand wine.

e To inform and motivate New Zealand grape
growers and wine makers, and those involved in the
presentation and sale of New Zealand wine to maintain
and enhance the highest standards and unique
characters of New Zealand wine.

¢ To ensure that a high level of knowledge and
appreciation of our industry’s aims and achievements
is imparted to people outside the industry whose
activities affect our industry.

* To maintain high standards of journalistic quality
and presentation, with accuracy and authority in all
reports, and fairness and relevance in all expressions of
opinion.
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years of age, enjoy wine once a week,
or less, but who have not yet acquired
the taste for frequent wine consump-
tion.

Between 2000 and 2005 the core
wine drinking population has risen
from 10 to 14%. In the same period, the
percentage of adults represented by
the marginal wine drinker population
has grown from 15 to 19%.

This growth is the mainly a result of
the adoption of wine consumption by
those who have previously been exclu-
sively beer and/or spirits consumers,
but who now also drink wine.

The segment of the population that
drinks beer and/ or spirits but no wine
has decreased from 33% in 2000 to 25
to 16% in 2005.

Growth has also come from the
adoption of wine in early adulthood
by Millennials.

The core wine consumer base of the
wine market began growing slowly
twelve years ago, and has accelerated
in growth more recently as Millennial
generation young adults and others
have entered the category in signifi-
cant numbers.

Core wine consumers comprise
14% of the adult population, but ac-
count for 87% of the table wine vol-
ume consumed in the US. Marginal
wine consumers are 19% of the adult
population, and they account for the
remaining 13% of the table wine vol-
ume.

Persons who drink beer and/or
spirits but not wine are 25% of the
adult population - a number which has
seen significant decline in percentage
in recent years.

Non- drinkers are 43%of the adult
population. The very slight growth of
this population (1%) in recent years
merely reflects the ageing US popula-
tion, with more adults reaching a stage
of life where overall alcohol consump-
tion declines.

Current developments in US

There are a number of character-
istics that successful premium wines
demonstrate in the US market. Gener-
ally these wines have:

e Innovative packaging; inviting
packaging and brand names; non-tra-
ditional names break down intimidat-
ing barriers;

e Contemporary wine style (fresh,
fruit forward, new world style, some
cool climate wines); wines that appeal
to the mainstream American palate are
flavourful;

e Well defined product line, priced
to over deliver in quality against com-
petition in subcategory;

e Some geographic anchor, with
flexibility in sourcing;

e These brands are consumer ori-
ented in their positioning;

¢ Highly approachable, sometimes
slightly irreverent and often unpreten-
tious;

e They have clear and simple brand
message;

e Strong appeal to Millennials;

¢ They have easy opening — screw-
cap closures making significant in-
roads.

Here are some examples of success-
ful premium domestic wine brands in
the US with their ownership and esti-
mated 2005 shipment volume, some of
these brands will extensively use cool
climate wines

e Blackstone (Constellation) — 1.25
million cases

e Philips-Hogue (Vincor) — 1.2 mil-
lion cases

e Ravenswood (Constellation) — 1.1
million cases

e Lohr (independent) — 750,000
cases

¢ Kenwood (independent) — 590,000
cases

¢ Rodney Strong (independent)
—590,000 cases

e Rex Goliath (Constellation) -
500,000 cases

e Bonny Doon (independent) -
360,000 cases

¢ Red Truck (independent) — 200,000
cases

And as we have already discussed,
continued development of our pre-
mium product portfolios will be criti-
cal to sustained market growth and to
satisfy the curiosity that the trade and
consumer have about wine.

In the USA most California grape
growers and wineries are now com-
peting against producers in two dozen
other countries; the quality bar gets
raised each year and this benefits the
consumer and in turn raises competi-
tion.

The global wine industry is chang-
ing significantly; the industry now has
“open sourcing” with few trade secrets;
all viticultural and oenological break-
throughs are shared locally and glo-
bally; technology is improving quality
throughout the world with high-den-
sity plantings delivering more flavor
intensity in our premium wines.

We are better at matching the land
and climate to grape varieties.

Increased clonal experimentation is
producing higher quality wines, better
yields and disease resistant vines.

Innovative wine making methods
are producing more complex flavors in
our wines.

To illustrate the sustained strength
of the premium wine market in the
USA, total varietals sales in supermar-
kets have been growing consistently in
recent months. Total generic sales, or
standard wines, have been decreasing
in supermarkets but the total domestic
table wine category has been growing.
Imports have shown strong growth
also in US supermarkets. Australia, Ita-
ly and New Zealand have outstripped
the market and their competitors.

Importance of coolclimate wines

In closing, I would just like to use
current trends in US winery valuations
to reinforce the point about the impor-
tance of cool climate wines to the pre-
mium wine market. Premium winery
multiples are at record high and are
unlikely to decline any time soon for
well-positioned companies.

The value of premium, cooler cli-
mate California viticultural land in-
creased in the last few years and it
continues to increase.

It has become clear in the future that
more US wine companies will be will-
ing to suffer the rigours of the complex
financial markets to source funds.

This then fuels the “grow-or-die”
theory that compounds the need for
growth through acquisitions and joint
venture to drive revenues, market
share and global distribution clout.

And as globalisation in the wine in-
dustry continues, we have mega merg-
ers between the largest wine compa-
nies for the reasons we have already
discussed.

I am sure we will see an increase in
old world /new world marriages. And
we are now finding that the second tier
companies are now recognizing the
need for global growth through joint
venture or acquisition.

And from what I can tell, none of
this is producing homogenised pre-
mium wines.

So therefore, there should be no
doubt about the important role that
cool climate viticulture and oenology
plays in the wine world and the con-
tribution that this type of conference
makes to sustaining the growth of glo-
bal premium wine sales that we all so
much want to see continue through
the next millennium. *
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