
December 2019: Bulk Wine Market

December 2019

US Wine Sales +4% Off-Premise +1% DTC Shipments +7% Winery Jobs -2%

[12 month change]
As 2019 comes to an end, the U.S. wine industry continues to struggle to clear its inventory
of 2018 wine. This challenge has grown particularly acute in a lackluster bulk market. Private
label brands offer some relief, but this sector is much more competitive than in previous
years. The latest Wine Industry Metrics indicate premiumization continues as sales growth
remains solid for higher-priced wines.

Excess Inventory Slows Bulk Market

Considering the state of the bulk wine market as 2019 comes to an end, Lodi, Calif., grower
Rodney Schatz offered a frank assessment.
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“It’s slow, barely alive or dead it seems,” he said.

And when Schatz reflected on the number of vineyards, especially in the Lodi AVA and other
interior regions of California, his opinion failed to grow any more positive.

“Going forward we need to worry about what we’re doing,” he said. “Especially in our area,
we have a fair amount of fruit on the vines and contracts don’t exist and haven’t been
renewed.”

Schatz is the CEO of Peltier Winery, which produces around 25,000 cases of wine under that
brand as well as wines bottled under other brands. The winery draws on 400 acres of estate
vines and the Schatz family owns another 700 acres that provide fruit for its own
production, other wineries, private labels and the bulk market.

Peltier’s diversified operations means Schatz’s finger is on the pulse of the grape and bulk
wine market, and to him that pulse is a bit faint at the moment. He said grape prices have
fallen to unsustainable levels for many growers. They’re now facing tough decisions on what
to do in the next year or two. “It’s very competitive, that’s where we’re getting to where
quality is going to win out,” he said.

While the latest Wine Industry Metrics confirm premiumization is continuing to prop up the
overall industry, and America’s wine consumption is keeping pace with population growth,
the huge harvest of 2018 came at a time when those trends may be slowing or coming to an
end.

Not a typical long market 

The industry is quite familiar with the ups and downs of grape and bulk wine inventory but
the demand that typically would have pulled that excess through the market has abated.
Private labels will continue to offer opportunities, but that part of the market has changed
dramatically in the past decade because of distributor and retailer consolidation as well as
retailers demanding ever higher margins to offset smaller profits on other goods because of
the ongoing transformation of the retail sector.

Larger wine companies have responded by creating new brands in response to consumer
trends such as lower alcohol wine-based beverages and bolstering luxury, direct-to-
consumer programs that they see as having the most growth and profit potential. As the
U.S. wine market enters this transition period, it still remains the world’s largest, meaning
competition from imports will likely remain robust despite any increase in tariffs.

Bulk wine prices, listed per gallon, have generally fallen about 50% from where they were
about a year ago.
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Wineries turn to the bulk market to offload wine they don’t need, secure extra wine or make
an opportunistic play based on price. While some wineries are taking advantage of the
bargains currently available most are staying on the sidelines, according to brokers.

The Ciatti Company reports there are currently about 16 million gallons available of the top
varietals on the bulk market. This represents just a small amount of total U.S. wine
production (303 million 9L cases through November, according to bw166) but the bulk
market is often used as a barometer of the industry’s overall health. If prices are high and
bulk availability is low, wineries are successfully selling wine.

End of interactive chart.
According to The Ciatti Company brokerage, total available gallons in November 2019 came
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to nearly 16 million gallons with Cabernet Sauvignon accounting for more than a third of the
total. More gallons, of 2019 vintage wine, are expected to enter the market after the start of
2020 and if prices were to improve that could bring even more wine into the market.
“It’s been a difficult year for selling any kind of inventory,” said Glenn Proctor, partner and
global wine and grape broker with The Ciatti Company in Novato, Calif. With tanks still full of
2018 vintage wine, many wineries bought less grapes and made less wine in 2019. Many
growers throughout California left grapes on the vine.

Proctor said demand is weak for wine and grapes from coastal appellations because many
of the wineries that shifted sourcing to other appellations when prices were high haven’t
come back. Many of the market’s typical buyers also remain sellers eager to offload
inventory rather than buy.

“Is 2019 now the worst ever?” asked Steve Fredricks, president of Turrentine Brokerage,
which is also based in Novato, Calif. The question won’t be answered definitively until 2019
has been placed in historical perspective, but there’s no doubt the past year has not been
an easy one. “It certainly has been harsh, and a number of things have played into why it’s
so harsh.”

Fredricks said it’s not merely a question of lowering prices or creating one-off value brands
to clear out the 2018 vintage as selling wine is no longer a function of price. “Even if you’re
offering at a very low price you still have to sell it and that’s the hard part,” he said. “There
has to be a coordinated effort from a winery, a distributor and a retailer and the consumer.”

Proctor said the best solution for everyone would be for the industry to “grow our way out
of it” but he admits it doesn’t appear as if that will be the case in the short term as shipment
data by Gomberg, Fredrikson & Associates continue to show slumping sales at California’s
largest wineries.

And small negociants who in the past could be counted on to swoop up wine when prices
dipped are now competing with larger firms that have wide networks of relations with
distributors and retailers as well as wineries. “Larger wineries are much more open to doing
private labels themselves,” he said. “People would be surprised how much they’re doing of
these private labels.”

Exports also don’t offer an easy route to offload wine as the cost and barriers to those
markets remain onerous despite the plunge in bulk prices for American wine. “We can’t do it
consistently and so if you don’t cultivate a customer and market it’s hard to find a market
when it just benefits you,” Fredricks said.

The majority of recent market activity has been from wineries accepting low prices to clear
out tank space or a few larger companies taking bargain prices. Cabernet Sauvignon, which
has offered the strongest prices and most reliable price increases year to year, now appears
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to be particularly long with Chardonnay and Pinot Noir close behind. Other varieties such as
Sauvignon Blanc don’t offer any advantages either as the market is slow for everything.

In areas where growers have other options, such as the Central Valley, they likely will pull
out vines for other crops. In the coastal regions of California, many older and diseased
vineyards are getting yanked and the ground may stay fallow through 2021.

John Hughes is the owner of H&H Wine Brokerage in Napa, Calif., and deals mainly with
clients in California. Hughes has operated his own business for more than a decade but has
been a broker for more than two decades. “This is the most unique market I’ve seen and I’m
not the only one to report that,” he said.

Hughes said one client that typically purchases around four truckloads of wine, about 6,400
gallons, only purchased one this year. “They said that was due to their retail sales slowing so
dramatically. They weren’t moving through their inventories to the retailers very quickly at
all.”

Fallow fields follow peak prices

Hughes said the industry has seen the peak of grape prices and he’s not sure when those
highs will be approached any time soon. Over the last six years, he said the “status quo” has
been the growth of premium brands and DtC. That appears to be flattening, and Hughes
said there really aren’t many other consumers out there willing to pay those prices and
growers felt it first. “This was the first year they said, ‘Wow, nobody wants my stuff?’” he said.
“That was a big wake-up call for a lot of growers out there.”

The best grapes and wine will always find a buyer, but for everyone else, the steady increase
in average prices that has benefitted many of them likely has come to an end. Taking a
chunk of vineyards out of production for the next year or two could help stave off a
precipitous decline in grape prices.

Schatz, in Lodi, said he is planning to remove about 45 acres but said he’s always in the
process of upgrading and improving a vineyard here and there to either farm it more
efficiently or to take out older vines. He said many of the Lodi area’s older, head-trained
Zinfandel or Petit Sirah vines that need to be harvested by hand and don’t have contracts
will have to be removed. “I’m looking at one I should have taken out about 10 years ago,” he
said while speaking to the Wine Analytics Report on the phone.

He said he has seen an uptick in bulk exports to a variety of buyers including retail chains,
brokers and distributors. “I’m not suggesting it’s great numbers but there’s movement,” he
said.

Schatz attributed most of the market’s ills to the abundance of 2018 but he was confident
that after a period of transition those who have the resources will be able to work past the
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current challenges. “Good wine will sell. It may not get you top dollar or what you think it’s
worth but that’s an effect of the market conditions,” he said. “We’re always going to need
wine and good wine will sell and poor wine won’t.”

—Andrew Adams

Private Labels Driving Premiumization

America’s wine industry is at a crossroads, the sort that comes along maybe once in a
generation. The industry’s remarkable growth of the past decade is slowing, and sales are
beginning to plateau. Sales volumes, at least through off-premise channels tracked by
Nielsen, are showing signs of decreasing, although data indicate total beverage alcohol
servings are rising in step with the legal drinking age population.

The story of premiumization, told by the rising value of sales versus declining volumes,
suggests that the top end of the market is solid. Meanwhile, the rapid growth of boxed
wines shows that the wine business remains very much driven by volume and value. It’s no
surprise that the single largest tranche of sales occurs between $4 and $10.99.

But according to Nielsen off-premise sales data wines priced less than $11 have seen sales
value and volume decline since 2018. Nielsen’s “popular” category, priced $4 to $7.99, fell by
more than 5% in value and volume in the latest 52 weeks ended Nov. 30 and saw similar
declines in the same period ended Dec. 1, 2018.
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End of interactive chart.
The dividing line in the off-premise market appears to be $11. Wines priced less than that
have seen sales value and volume decline while those priced higher have seen sales
increase. The strongest growth has been for wines priced between $15 and $19.99
according to Nielsen.
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End of interactive chart.
But if consumers are buying at higher price points, they’re not buying fast enough.
California is awash in wine, with the record-setting 2018 vintage still working its way to
market and bulk wine prices the lowest in a generation. Where’s all that wine to go? And
how to stimulate sales among consumers who have 8,000 to 10,000 new brands to choose
from each year, especially when they’re showing signs of being both value-conscious and
increasingly selective?

Curated private labels to maintain momentum

The answer may well be wines with a sense of place, and a heritage, but not necessarily the
deep history attached to the top-end brands that welcome customers to the tasting rooms
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across wine country. Instead, wine country comes to consumers in what are variously
known as private label, exclusive or controlled brands developed – curated, one might even
say – by retailers for a specific market.

Getting a handle on the size of the market is difficult, however. It’s an opaque segment of
the industry, one which growers, producers, brokers and retailers seldom discuss openly.
Regardless of the wines’ prevalence in the market, the very nature of the brands makes
them tough to pin down. The bottled product is what’s important, not the cellar of origin.

Most estimates put the volume of private label wines sold in the U.S. at approximately 16%.
Based on a total wine market of $73 billion, that works out to $11.7 billion worth of wine.
Within off-premise channels tracked by Nielsen, the figure for domestic wines alone is
closer to $1.7 billion. This isn’t insignificant, but in Europe, such wines have been estimated
to have upwards of 40% of the market. Private label brands in the grocery category
generally run at about 20% to 30%, according to Peter Chapman of SKUfood, a retail
advisory firm in Canada. Trader Joe’s, which made its mark with Two-Buck Chuck, and Lidl,
which is almost entirely private label, are examples of the potential.

Could the maturing U.S. wine market put the country on track for private label sales to
double or even triple in the years to come?

Aaron Fein, vice president, sales and marketing with Plata Wine Partners LLC, thinks so.
While the company is a significant producer of private label wines, producing 300,000 cases
annually, it’s a major grower, too, with 20,000 acres in California. It feels the pain of the
growers as well as the opportunities in the market. “These are times where, if you don’t own
land, and you just buy on the spot market, you can get some pretty good deals and you can
put together some programs for retailers and get some placements,” he says.  “So, bravo for
the negociants! This is their time to shine.”

Plata, for its part, is focusing on serving the long-term relationships it has built since its
launch in 2006. It focuses on programs that allow retailers to build relationships and loyalty
with their customers. Its customers own their brands but benefit from having a dedicated
grower such as Plata deliver high-quality juice to fulfill those expectations. “This is about
developing brands that they own, they develop their own brand equity in their stores,” he
said. “These are important parts of their business model to have a point of difference from
other retailers out there, to create a destination for these brands, and it’s a margin
opportunity as well.”

There’s also growing demand from on-premise buyers who want wines to set them apart
and not disappoint expectations. While airlines and cruise lines have long been key buyers
of private label products, restaurants are a growing component of the market. “They’ve got
an appetite for premium wines that are sub-appellated. And that plays right into our
wheelhouse, which is a great thing.”
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The reasons are similar to those of the retailers: distinguishing themselves in the market
and securing better margins than come from serving someone else’s brand. “It’s a great
margin opportunity for restaurants and hotels and casinos and so forth. You’re getting a
better product, you’re getting more margin,” he said. “So there’s a big appetite for that
because it’s a margin enhancer.”

Ceding winery profit for retail placement 

This is a key reason why he sees nothing but growth for the category. With retailers
operating on razor-thin margins that can be as little as 2% to 3%, wine is an opportunity to
pocket many times that amount. Some retailers are asking for wines that allow them to
achieve a 60% profit. “The only people that are making any money anymore is the retailer on
that, because you can only get so cheap on your grape costs and you’re all-in costs for dry
goods to build a program,” Fein said. “The retailers are not going to go away from that right
now. It’s stronger now than it’s ever been and the private label, or exclusive brands
business, is going to do nothing but expand.”

A couple of well-attended sessions at the Unified Wine & Grape Symposium in Sacramento
earlier this year underscored the strong interest in private label wines, from both wineries
and distributors. Plata CEO Doug Walker said vineyard ownership gives it control over
production practices, right down to managing vineyards for the resonance it wants brands
to have with buyers. “We allocate these vineyards to the brand,” he said.

Those brands can be developed in as little as 60 days, or about two months, according to
Plata. The finished wines find their way into retailers such as Total Wine & Spirits, by far the
country’s largest vendor of controlled label wines. However, unlike other retailers, it lets
producers own the brand, building its own reputation on delivering wines that offer great
value and flavor. “What works for us is providing a wine that has great value and great
taste,” Robert Trone, co-owner of Total, said at Unified.

The price of Total’s offerings is typically in the $15-plus range, while Plata focuses on wines
above $10. Brands less than $10 are for the industry’s top five producers, which have the
volume needed to edge out all other comers. “They drive that category; they own it,” Fein
said. “If you’re a little guy and you’re trying to get out into the marketplace, you’re going to
get crushed like a bug. They’ll buy that space away from you at every store. As a small
producer you just can’t keep up.”

This, in term, bodes well for private label offerings.

“Anything above $10, we’re getting the programs that justify it. Sales are strong just like the
rest of the business,” he said. “The capabilities of growing that market in the megabillions of
dollars are there.”

—Peter Mitham
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More Imports Likely to Arrive in Bulk

Imported bulk wines represented more than $1.5 billion of the $48.8 billion worth of
domestic wine sales in the 12 months ended October. This is equivalent to 3% of sales, a
small but not insignificant component of the category. The importance of such wines goes
beyond just the cheap and cheerful brands along the bottom shelf that come to mind when
one thinks about bulk product. A closer look at the sales data provides important insights
into the overall domestic wine market.

On the one hand, rising bulk wine sales may point to a shortage of domestic product.
Conversely, a decline in activity can suggest an abundance of domestic juice. However, the
past 12 months have delivered a more complex phenomenon, as data from market
research firm bw166 reveals.

Beginning in November 2018, the data shows that monthly sales of bulk imports declined.
By January 2019, the shift became apparent in 12-month sales figures as double-digit
growth in bulk imports switched to double-digit declines versus a year earlier. The monthly
sales have since stabilized at 8% below a year earlier, while the 12-month sales figures sat
19% lower than a year ago in October.
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End of interactive chart.
Canada led all bulk imports in September and accounts for a large amount of high-volume,
low-cost bulk wines while French imports lead in value.
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End of interactive chart.
The shift coincides with the onset of the large 2018 vintage, which provided plenty of
options for buyers to pick up good quality bulk wine at attractive prices. “Significant
oversupply coupled with slow case good demand has led to very cheap offers emanating
from one or two Californian suppliers,” noted The Ciatti Company in its latest report on the
global wine market. Oversupply in California was matched by a 2019 crop in Europe that
was slightly below normal. “The likelihood that it will take more than a single year for the
market dynamic in California to radically change should make potential international buyers
of Californian bulk wines feel confident that, if they can find attractive prices, they will
remain so for some time to come.”
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Wineries in the U.S. have long shipped bulk wine to Europe for bottling within the common
market. Now, some kinds of wine are being shipped to the U.S. with the same intention,
requiring a deeper look at the figures for bulk imports.

One of the most significant sources of bulk imports is Canada. According to the Gomberg,
Fredrikson & Associates (GFA) import-export report for September, a leading factor in the
shift in bulk wine activity is bulk wines imported for spirit production under the 5010 tax
credit. “Canada is driving the growth in year-to-date bulk imports as well as the decline in
average value,” it said.

Bulk wine shipments from Canada increased 45% in the first nine months of 2019 versus
the same period a year earlier. The value increased 10% to $24.3 million, making it the
country’s fourth largest source of bulk imports overall. The average price per case dropped
from $2.84 to $2.15, making it the source of the cheapest bulk wine brought into the U.S.
While the per-bottle price is very affordable at just 18 cents, it’s also a firm counterpoint to
the premiumization trend seen among packaged wines.

GFA notes that factoring out bulk imports from Canada paints a different picture. The
category is actually up 4%. This points to the importance of bulk shipments to overseas
producers who see an opportunity to ship wine for bottling in-market. One good indicator
for this is an increase in average shipment value, something logged by both Australia and
Spain.

Australia ranks as the third largest source of bulk imports after Chile and New Zealand. Case
pricing has increased 5% this year, to $8.26. Spain, while a much smaller source, has seen an
even larger increase, with average value rising 8% to $12.81 a case. That’s more than a
dollar a bottle, and points to product that will retail for a higher price.

Those countries that saw both value and volume increase are also worth noting; just three
feature in a breakdown of the top 10 sources of bulk imports.

Chile shipped $61.2 million worth of wine to the U.S. in the first nine months of the year, up
16% versus a year earlier. Volumes increased slightly faster at 21%, pushing down average
case value 4% to $8.71.

The most expensive bulk wine arrived from France, which also logged the smallest decline in
average case value — just 3%, to $33.34 or $2.78 a bottle. Shipment value increased 2%
year-to-date, to $14.3 million, while value increased 5%. Portugal completed the trio, with
shipment value rising 16% off a relatively low base of $1.3 million, and 26% by volume.
Average case value fell 8% to $13.61.

The positive showing by France, Spain and Portugal points to the growing significance of
bulk imports from Europe. This could accelerate as trade tensions with Europe deepen. The
threat of 100% tariffs on all wines from the E.U. could push more product into the bulk
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channel, as the tariffs apply only to bottled wines.

—Peter Mitham

Wine Industry Metrics: Total Sales up 4%
U.S. wine sales increased nearly 4% to $48.7 billion in the 12 months ended November,
according to market research firm bw166. Nielsen off-premise data reported that domestic
wine sales held steady with last year at more than $1 billion in the four weeks ended Nov.
30. On-premise sales in the 52 weeks ended Oct. 5 rose more than 1% to nearly $18
billion. Winejobs.com’s Winery Job Index increased 3% versus last year to 188 in November,
driven by demand for direct-to-consumer positions, including tasting room and retail staff,
as well as winemaking and production roles.
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End of interactive chart.
Domestic wine sales, including bulk imports, rose 4% to nearly $48.7 billion in the 12
months ended November. Sales of all wine in the U.S. totaled nearly $75 billion in the latest
12 months, up 4% from a year earlier.
Domestic wine sales, including bulk imports, rose 4% to $48.7 billion in the 12 months
ended November, market research firm bw166 reported. Table wines posted the greatest
increase, rising 5% to $44 billion, while sparkling wine increased more than 3% to $2.2
billion. Sales of imported bulk wine continued to fall, slipping 17% to $1.5 billion.

The growth in domestic wines worked out to nearly $1.9 billion in additional sales during the
period. The steady growth helped boost the value of the total wine market in the U.S. by 4%
to nearly $74.8 billion in the latest 12 months. While sales of packaged imports increased
4%, on par with the market as a whole, the growth in dollar terms was considerably less.
The value of packaged imports sold in the latest 12 months totaled more than $24 billion.
The volume of packaged imports sold outpaced that of domestic wines, however, rising 5%
versus flat domestic sales. In terms of volumes, domestic wines accounted for nearly 303
million cases while the volume of packaged imports totaled 109 million cases.
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End of interactive chart.
Off-premise sales of domestic table and sparkling wine totaled more than $1 billion in the
four weeks ended Nov. 30, even with a year ago.
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End of interactive chart.
Off-premise case volumes totaled 10.8 million in the four weeks ended Nov. 30, down 3%
from a year earlier.
Sales of domestic table and sparkling wines through the off-premise outlets Nielsen tracks
were even with last year in the four weeks ended Nov. 30, totaling more than $1 billion. Case
volumes for the period fell 3% versus a year earlier to 10.8 million. Sparkling wine sales fell
1% in value to more than $61 million, a decline offset by stable table wine sales, which were
even with last year at $953 million. The volume of both table and sparkling wines fell during
the period.

Domestic wine sales in the 52 weeks ended Nov. 30 increased 1% to $11.3 billion versus a
year earlier, while volumes in the period declined nearly 2% to more than 125 million cases.
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The volume decline was due entirely to table wines, which fell nearly 2% while the volume of
sparkling wines sold remained even with last year.

End of interactive chart.
The most expensive table and sparkling wines account for $1.1 billion, or 7%, of off-premise
sales.
The holidays call for something special, and that puts more expensive wines in the spotlight.
Nielsen data for the 52 weeks ended Nov. 30 indicated steady growth in more expensive
bottles of both table and sparkling wines. Together, the most expensive wines of each
category represent 7% of all wines sold through the off-premise channels Nielsen tracks.

The so-called “super luxury” table wines valued at $25 and more saw sales increase 3%
versus last year to total $782 million. However, volumes increased at more than twice the
rate, or more than 7%, resulting in the average bottle price of these top-tier wines falling
$1.77 to $37.75, a drop of more than 4%.

Sparkling wines proved more resilient. Sales of bubbly worth $30 and up increased 5% to
$325 million in the latest 52 weeks. Volumes increase more than 6%, resulting in an average
bottle price for the segment just 1% lower than last year at $51.63.
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End of interactive chart.
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End of interactive chart.
Data from Nielsen CGA underpins RestauranTrak, a new benchmarking platform for U.S.-
based food service operators. It also provides insight into the resilience of sparkling wines.
On-premise accounts served close to $18 million worth of wine in the 52 weeks ended Oct. 5
with an average bottle price of $40.43, even with last year. Sparkling wines were the most
expensive offering, with an average bottle price of  $46.44. This was also up more than 1%
versus a year ago, a gain second only to rosé.

Nielsen CGA touts the new RestauranTrak, service as a “data-driven solution” with “no
affiliation to any suppliers or distributors.” According to the company, the service will be
based on Nielsen CGA data as well as that of Emerging and Omnivore, which provide
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restaurant connectivity and point-of-sale services. The new service will be available in 44
U.S. markets including New York, Chicago and Los Angeles.

End of interactive chart.
DtC shipment value totaled $480 million in November, up more than 15% versus a year ago.
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End of interactive chart.
DtC shipment volume totaled 836,660 cases in November, up 5% versus a year ago.
Direct-to-consumer (DtC) shipments approached $480 million in November, up more than
15% versus last year, according to Wines Vines Analytics/ShipCompliant. Shipment volumes
grew 5% to 836,660 cases. The growth in shipment value was the greatest increase for the
channel this year. The average bottle price of November shipments was $47.76, 10% above
a year ago.

Shipments in the latest 12 months remained strong, with value rising 7% to $3.2 billion and
volume up 4% to 6.5 million cases. Almost half the value, 49%, was from bottles worth $60
or more. This was up two percentage points from last year. The gain in channel share
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underscored the much-discussed trend toward premiumization, even as the channel itself
posted strong growth from a more diverse array of wines. By volume, $60-plus wines
represented just 18% of the channel.

End of interactive chart.
Cabernet Sauvignon led shipments of the priciest wines in the 12 months ended November,
with a value of $740 million and 48% of the segment. Red blends and Pinot Noir followed
with shipments worth $280 million and $260 million, respectively. Together, the two
varietals and red blends represented 82% of $60-plus shipments in the period.
Cabernet Sauvignon, which dominates the channel, also held the crown as king of the
highest price segment, with more than $740 million worth of shipments averaging $131.69 a
bottle. Red blends ranked a distant second at $280 million shipped, but – in a nod to the
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important role Cabernet often plays in the composition of such wines – was the top-priced
wine at $132.44 a bottle. Pinot Noir ranked third with nearly $260 million in shipments
averaging $80.87 a bottle. Together, the top three varietals accounted for 82% of $60-plus
wines shipped, which had a total value of nearly $1.6 billion.

Partly due to their significant share of the segment, the top three wine types posted slower
growth than some others. Among the top nine wines in the price band, those posting the
strongest growth included Syrah, up 36%; Zinfandel, up 21%; and Cabernet Franc, up 20%.
Syrah’s strong growth lifted it a notch in the top nine, displacing Merlot to claim sixth place.

End of interactive chart.
Winejobs.com’s Winery Job Index rose 3% in November to 188.
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End of interactive chart.
Demand for winemaking and production staff was 10% above a year ago in November, with
the index reading 165.
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End of interactive chart.
Demand for sales and marketing positions slipped 5% in November versus a year ago. The
index ended the month at 142.
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End of interactive chart.
The subindex for direct-to-consumer positions, including tasting room and retail staff,
increased 16% in November to 274.
Winejobs.com’s Winery Job Index increased 3% to 188 in November, driven by demand for
direct-to-consumer positions, including tasting room and retail staff, as well as winemaking
and production positions. Despite moderating hiring activity, the index was two points
below the peak established two years ago, making it the second-highest of any November in
the past decade.

Among the major subindices, DtC activity checked in at 274, up 16% from last year and a
new high for the month. Demand for winemaking and production positions also set a new
record for the month at 165, up 10% from a year ago. Sales and marketing positions inched
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Vintage Wine Estates CEO Pat Roney says the
company plans to continue to evaluate potential

acquisitions in 2020.

down 5% for an index reading of 142.

Winemaking and production roles saw the most consistent demand year-to-date, with
activity up 3%. The resilience of the subcategory stood in contrast to other segments of the
main index. Many of the shifts reflected seasonal trends, however. Demand for vineyard
positions, for example, dropped 18%, while demand for the relatively small subcategory of
finance positions rose 175% in advance of the year’s end.

All told, the Winery Job Index was down 2% year-to-date versus last year.

Vintage’s Roney Talks Brand Diversity, M&A
Pat Roney is CEO and founding partner of Vintage Wine Estates (VWE), a diversified Santa
Rosa, Calif.-based wine producer that is active in mergers and acquisitions and now
produces 2 million cases annually. The company’s 40 brands based in three states range
from luxury wine estate Swanson Vineyards & Winery in Napa Valley to private brands for
mega-size retailers. Vintage also acquired and produces catchy supermarket labels Layer
Cake and Cherry Pie and owns 60-year-old custom-label specialist Windsor Vineyards. Spirits
and wine-based cocktails are relatively new additions to the VWE portfolio.

Roney started in the wine business as a
sommelier, sold Seagram’s wine coolers and
later held executive positions at The Christian
Brothers, Chateau St. Jean and Kunde
wineries. He became CEO and a board
member of Dean & DeLuca, working with the
company’s owner Leslie Rudd, and then
partnering with him to purchase Girard
Winery in Oakville, Calif., and to develop VWE.
The company is privately owned, with Roney
and the Leslie Rudd Trusts as “super majority”
owners, Roney said, and a few other investors
with smaller stakes including AGR Partners.
Roney declined to reveal total revenue, but
said that the private label division alone totals
$70 million a year.

Q: What is your view of the wine market today? Is there too much competition from other
beverages?

Roney: The new beverages that are coming into the category — the seltzers and some of
the others — we have information that suggests that seltzers are taking 27% of their
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business from the wine category, but they’re also bringing a lot of new people. There are
perhaps some opportunities to pivot in the wine segment, to get into that category a little
bit more, be a little more innovative. So I think that long term, we as a company continue to
be bullish on the wine category and we think that in the premium segments of the market
there’ll be continued areas of opportunity for growth both in DtC sales and in the wholesale
segment of the business.

I think that we’re not going to dictate to the consumer what the consumer
wants to consume. We’ve got to provide different options.

Q: What are some examples of Vintage Wine Estates brands that are doing well?

Roney: We have a brand called Bar Dog that’s up about 60% and it’s about $12.99. And
Firesteed, our Oregon Pinot Noir, is on like a 40% growth rate. And then we have a lot of our
direct-to-consumer brands. Cameron Hughes is a 6% or 7% growth rate on a large base. In
the seltzer category we’ve introduced what I call “where wine meets health,” and that’s a
brand called Gaze. That is wine and coconut water, and wine and pomegranate and
blueberry, and then a wine and kombucha. We’re seeing a lot of broad acceptance for that. I
think it’s important for growth. I think that we’re not going to dictate to the consumer what
the consumer wants to consume. We’ve got to provide different options.

Q: Following on that track, how do the VWE brands help the company stand out from the
competition?

Roney: Well, I think that perhaps we’re a more diversified company. We’ve got a strong
segment of our business in the DtC category.
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I think we’d be the largest standalone DtC company in the industry. We do our wholesale
business and then we also have a strong component of our business with major retailer
partners, with their control brands, whether it’s Costco or Trader Joe’s or HEB or Safeway.
And so we’re very well diversified in the various platforms of the industry. We have lifestyle
brands and we have luxury brands that have their own properties. It’s a combination of
those things.

Q: Which categories of your business do you hope to be building the most in the coming
year or two?

Roney: I think the luxury category. It’s the most profitable segment so we like to see growth
on that side of it. Our private labels or control labels continue to have opportunities just
because retailers are looking for margin expansion and their direction is to go more that
way. And in the DtC side of the business, we always want to continue to grow that, whether
it’s through the tasting rooms or whether it’s relationships with Amazon, or if it’s our
Cameron Hughes brand, which is 100% DtC via e-commerce. It’s the combination of all of
the above.

Q: Will VWE announce more mergers and acquisitions in 2020?
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Roney: Yeah, I expect so. I think we’ll continue to make certain strategic acquisitions. We’ve
done 22 acquisitions, I think, in the last seven years. I can’t say we’re going to continue at
that pace, but we’re going to continue to look at things.

Q: What kinds of things are you looking at?

Roney: Well we look at pretty much everything. Because we’ve done so many acquisitions
everybody brings us what they’re doing. But we’re going to look more in Paso Robles. We
just finished our second one up in Washington. Maybe we pick up another one in Oregon.
It’s more a function of how they bolt on to all the other things that we’re doing and whether
there’s synergies and if it makes sense for us.

The Gen X group is still very, very important. They behave more like
perhaps baby boomers than millennials, and so we think we’re going to
see a long tail of growth off of those two groups for a bit.

Q:  What were a couple of the bolt-ons in 2019 and how did they synergize?

Roney: Well our latest one was Owen Roe up in Washington. We’re going to consolidate
some of the production in our facilities there. And then we picked up Laetitia Vineyards
early in the year and that’s a 2,000-acre property that gives us a production footprint in the
Central Coast. The Qupé brand, which we acquired the year before, we’re now making those
wines at the Laetitia facility. And we’ll use Laetitia as a base to expand production, roll out a
couple of méthode champenoise brands including Paula Kornell, bringing back that Napa
name. Then we’re in the process of making a couple of private label sparklers for some of
our customers. Also, we’re going to roll out a California version of Laetitia at a better price
point than their estate wines.

Q: Any final thoughts about where the wine business is going?

Roney: We continue to see consolidation on the distributor side of the business, and I
continue to see that the way forward for a lot more wineries is going to be in the DtC side.
It’s going to be tougher and tougher for them in the wholesale segment of the business. And
we’re seeing retailers wanting higher margins than what they traditionally have wanted. So
we see a lot of that and for sure the millennials are not picking up wine as a category as fast
as the baby boomers did back when they were at those age points.

But the Gen X group is still very, very important. They behave more like perhaps baby
boomers than millennials, and so we think we’re going to see a long tail of growth off of
those two groups for a bit. And then ultimately we think that you’ll see it in millennials.
They’re just like every other young group. They just like to experiment a lot now.

—Jim Gordon
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U.S. Wineries Seek New Bulk Opportunities
Amsterdam—Of the ten U.S. companies exhibiting this year at the 11  Annual World Bulk
Wine Exposition held at the RAI convention center here, several are readying
announcements and new initiatives for the U.S. market in the first quarter of 2020.

The exposition is the largest of its kind devoted to bulk wine, and organizers said it brought
together thousands of professionals in the wine trade from 60 different nations. The
participation of more than 260 wineries from 24 different countries was bolstered by an
increased presence from new market suppliers including producers from Moldova,
Romania, Bulgaria, and Macedonia.

According to OIV General Director Pau Roca who presented an overview of the state of
world viticulture in his opening address: “In spite of instability, the sector is increasingly
global; in 2018, 44% of the wine consumed globally was imported.”

th
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The new 250-ml,
aluminum containers by

SOMEC.

End of interactive chart.
Roca noted that Russia and Georgia have increased production while South Africa and
Greece sustained losses but otherwise characterized 2019 as a return to normal.  “Overall,
we anticipate a large increase in wine trade volumes in 2019 as a consequence of high
production in 2018,” he said.

While the OIV has no accurate data for production in China, the country ranks fifth for
imports in volume and fourth in value for all packaging categories representing opportunity
for growth in the bulk sector.  WBWE Asia which is now in its second year, will be held May
29 and 30 in Yantai, China.

The U.S. market which is dominated by bottled imports, is the world’s leading importer in
value at just over 5 billion euros.

Novato, Calif.-based wine and grape brokerage Ciatti Company
has offices around the world and was one of the U.S. companies
with a booth at the expo. Partner Greg Livengood said the
company is seeing renewed interest from Japanese buyers due to
the new trade agreement with Japan and attractive prices for US
bulk. “They’re looking for Zinfandel, Cabernet Sauvignon, Pinot
Noir, and Chardonnay. As the oversupply is largely from coastal
growing areas, we’re able to offer them higher-end wines.”

SOMEC Containers, a division of Tokyo-based Daiwa, has
partnered with One87, a filling line company located in American
Canyon, Calif., for the U.S. introduction of its aluminum, 250-ml
screw cap bottles in January 2020. The containers are lined with a
BPA-free laminated PET film consisting of two layers — a primer
and the PET coating — that are only a few microns thick. Daiwa
cans global beverages such as Coca-Cola, Kirin and Asahi beer and
has a plant in Chicago that supplies cans for the makers of
products like PAM and Ready Whip.

According to SOMEC executive vice president and director Jon Schaudies, One87’s single-
serve filling line was developed in France by OneGlassWine and uses a proprietary cocktail
of nitrogen and other inert gases for in-line filling. An existing wine label can be used to
brand the re-sealable bottle-shaped “cans.”
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The new Day Owl rosé by O’Neil will come in four
packs of 250 ml cans and retail for $19.99.

Parlier, Calif.-based, O’Neill Vintners and Distillers will introduce a 250-ml Day Owl canned
rosé in March 2020.  Kryss Speegle, who handles bulk wine sales for the company, said the
wine will retail for $19.99 a four-pack and will be canned at Sonoma, Calif.-based Free Flow
Wines. Kryss said the company is also developing wine spritzers in response to market
trends, and an uptick in inquiries about low-
calorie and low-alcohol wine-based products.
Private label and wine club programs continue
to grow for O’Neill which is gearing up new
wine club programs for 2020.

The global shipping company Albatrans, which
has offices around the world and claims to be
one of the largest shippers of bulk wine,
reported increased demand for multi-
container flexi-tanks that will allow smaller
producers to enter the market for wine
packaged at destination. The company is also
anticipating approval for an increase in the
standard fill capacity for larger flexi-tanks

Bronco Wine Co.’s Jim Carter noted the Parlier, Calif.-based company is currently testing a
hybrid, aluminum pull-tab topped-PET container that can be pressurized to create a small
pocket of gas to keep the wine from touching the top of the package. The new container is
currently in use for juice products. “Due to headspace, the wine doesn’t come in contact
with the aluminum top reducing chances of corrosion and off flavors,” he said.

Bronco also introduced Amorim’s twist-off Helix cork that works in conjunction with a
custom I-O bottle. “Bronco is the only company with a bottling line for this configuration and
the twist off and on-packaging has been well-received by female consumers,” Carter said.

Tom Stowell, vice president of international trade for Livermore, Calif.-based The Wine
Group said while the company is not planning any line extensions for 2020 they will be
offering bottling space to importers seeking to package at destination. It’s foreseeable that
producers and importers of French rosé will be in the market for bottling line space in an
effort to protect margins against the 25% tariff imposed on bottled wine.

Bucher-Vaslin Technical Director Yannick Cadat announced that the company will introduce
its Flavy-FX enhanced cross-flow filtration and in-line fining technology to the U.S. market in
2020.  Developed as a co-patent with Laffort, the in-line fining treatment uses a low, fixed
dose of Vegecoll for protein and color stabilization. Cadat said the technology can be used
with other products and is ideally suited for “just-in-time wine.”

— Deborah Parker Wong

35/39

https://www.oneillwine.com/
https://www.albatrans.com/


Deborah Parker Wong, DWSET teaches, writes and speaks about wine. She lectures in the
wine studies programs at several colleges in California and offers certifications through her
Wine & Spirit Education Trust school.

Upcoming Events
Jan. 16, 2020: Dollars and Sense 

The 29th Annual Dollars and Sense conference and trade show is hosted by the Sonoma
County Winegrowers  at the Luther Burbank Center for the Arts in Santa Rosa, Calif.
sonomawinegrape.org

Jan. 27, 2020: Wine Star Awards

Awards ceremony for the winners of Wine Enthusiast magazine’s Wine Star awards honoring
individuals and companies that made outstanding achievements over the past year in the
wine and alcoholic beverage world. Taking place at the Palace of Fine Arts in San Francisco.
Registration deadline is Dec. 31. winemag.com

Jan. 28, 2020: Wine Data 2020

Presented by the Wine Market Council, Wine Data 2020 is a conference featuring
presentations by Nielsen, Wine Intelligence, Wines Vines Analytics and other leaders in wine
data collection and analysis. The event will take place at the San Francisco Palace of Fine
Arts and is intended for anyone in the wine business looking for consumer data and
insights to make better business decisions in 2020 and beyond. winemarketcouncil.com

Feb. 4-6, 2020: Unified Wine & Grape Symposium 

North America’s largest wine industry trade show and conference in Sacramento, Calif.
unifiedsymposium.org

Feb. 10-12, 2020: VinExpo Paris

VinExpo Paris takes place at Parc des Expositions in Paris and will bring together buyers
from all over Europe. The expo features new tasting expositions of spirits and organic
wines. vinexpoparis.com

Feb. 11-12, 2020: Oregon Wine Symposium 

Learn, connect and grow at the Oregon Wine Symposium, the Northwest wine industry’s
premier educational event and trade show. Organized by the Oregon Wine Board and
Oregon Winegrowers Association in partnership with event organizers Social Enterprises at
the Oregon Convention Center in Portland, Ore. oregonwinesymposium.com
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Feb. 20-22, 2020: Texas Wine & Grape Growers Association Annual Conference

The 44th Annual Conference and Trade Show of The Texas Wine and Grape Growers
Association takes place at the Irving Convention Center in Irving, Texas. txwines.org

Feb. 26-28, 2020: B.E.V. NY Trade Show

B.E.V. NY is New York’s annual conference for the grape and wine industry, combining the
resources of Cornell’s Extension Enology Lab, the Finger Lakes Grape Program, and the
Charles H. Dyson School of Applied Economics and Management. bevny.org

Feb. 27, 2020: Innovation + Quality

IQ2020 in Napa, Calif., features wine trials, educational sessions and tastings as well as
hands-on demonstrations of the latest equipment and techniques curated by the editors
and publishers of Wine Business Monthly. Join more than 50 exhibitors and sponsors for
intimate conversations with leading wine industry professionals at the IQ Salons throughout
the day as well as experience the latest innovations in packaging, equipment, barrels and
lab analysis all aimed at improving wine quality in ultra-premium wineries.
na.eventscloud.com

March 2, 2020: VinExpo N.Y.

Wine and spirits producers from all over the world will present their products to buyers in
North America. Two days of tastings, education, networking and business will take place at
the Javits Center in Manhattan.  vinexponewyork.com

March 2-5, 2020: Washington Winegrowers Convention and Trade Show

Join the winegrape industry from all around the Pacific Northwest and nation in Kennewick,
Wash., to learn more about and leverage the opportunities that abound for Washington
wine. wawinegrowers.org

March 3-5, 2020: Wine Marketing and Tourism Conference

The Wine Marketing & Tourism Conference is an industry conference designed for those
working in the wine and tourism industries. The conference, to be held at the Valley River
Inn in Eugene, Ore., provides concrete, actionable information to help attendees enhance
marketing skills and develop a progressive tourism position. winetourismconference.org

March 9-11, 2020: Women of the Vine & Spirits Global Symposium

Women of the Vine & Spirits, the world’s leading membership organization dedicated to
empowering and advancing women in the alcohol beverage industry, will hold its annual
symposium at the at the Meritage Resort and Spa in Napa, Calif. womenofthevine.com
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March 10-12, 2020: Eastern Winery Exposition

The largest industry event east of the Pacific states, EWE takes place at the Lancaster
County Convention Center & Lancaster Marriott at Penn Square in Lancaster,
Penn. easternwineryexposition.com.

March 22-26, 2020: UC Davis Wine Executive Program

In its 20th year, the UC Davis Wine Executive Program is designed to teach the
fundamentals of winemaking and management skills necessary to be profitable in today’s
challenging and dynamic wine industry. Sessions are tailored to help industry leaders grow
their businesses by expanding on such topics as building one’s financial acumen and
expanding a company’s current marketing and branding strategies. eiseverywhere.com

March 24, 2020: Central Coast Insights

The economic and financial conference in Paso Robles, Calif., for the wine industry of
California’s Central Coast. eiseverywhere.com/website/4856/

March 25, 2020: WiVi Central Coast

WiVi Central Coast, is the premier wine and viticulture symposium and trade show for the
wine industry of California’s Central Coast. Now the largest wine industry event south of San
Francisco, WiVi takes place in Paso Robles, Calif., and features nearly 200 exhibits and
hundreds of new products, product demonstrations, educational seminars and networking
opportunities for winemakers, grape growers, winery owners and managers. This one-day
conference and trade show features sessions by top industry leaders on regional viticulture,
enology and DtC topics and gives attendees the opportunity to understand and experience
new trends and technology. na.eventscloud.com/website/5082/

April 21-23, 2020: Wine & Spirits Wholesalers Annual Convention & Exposition

The WSWA Convention will be hosted at Caesar’s Palace in Las Vegas to provide an
opportunity for distributors to seek out new beverage products, meet with existing partners
and look for services to enhance internal operations. wswaconvention.org

Sept. 1, 2020: Winejobs.com Summit 

Winejobs.com Summit is a forum for HR professionals to connect with their peers and
discuss the hiring, retention and training of winery employees. The event is a full-day
conference taking place at The Archer Hotel in Napa, Calif. eiseverywhere.com

Sept. 15, 2020: Wine Industry Technology Symposium
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The Wine Industry Technology Symposium is the only conference focused on successfully
deploying technology solutions in the wine industry. The conference takes place at the CIA
Copia in Napa, Calif. eventscloud.com

Sept. 15-16, 2020: Wine Industry Financial Symposium

The Wine Industry Financial Symposium is the premier event covering the financial,
business and strategic issues of the wine industry. Attendees to the financial symposium
can also attend sessions of the Wine Industry Technology Symposium, which will take place
concurrently at the CIA Copia in Napa, Calif., on Sept. 15. eventscloud.com
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