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In our regular market update conversations with our global bulk brokerage partners, the
concerns over the lack of consumer demand for value wine continues to increase in each
region. The decreasing consumer sales dynamic has led to slow bulk wine markets for
larger volumes of value wine regardless of country, varietal, or vintage—especially for red
wines. To try to stimulate the market, asking prices for bulk wine are down. This has not yet
incentivized opportunistic buyers to come to the market as it has in past cycles.

Historically when faced with oversupply, wineries have resorted to discounting casegoods
to stimulate sales, but there are many challenges to do this in today's economic
environment. Many wineries have inventory at higher costs as a result of inflation.
Additionally, cash positions are compromised by slow sales making them reluctant to lower
prices and reduce any margin they may still have. In past challenging economic times,
consumers kept buying wine but would shift down in price point. The Wine Market Council
did note some signs of domestic consumers trading down in their early September report,
but this appears to be less common than historically similar periods. (Of course, what would
be preferable for all is if consumers purchased more wine to take market share from beer
and spirits.)

Adding to the sales challenges and increased prices are tariff actions and anti-alcohol
efforts in the EU and beyond as described in a recent Meininger's article. The effects of
the most recent spike in cost for wine due to the UK tax increase will likely slow wine sales
there, and producers are likely to turn their focus to the United States if they are unable to
sell in the UK. Global actions like this negatively impact and further complicate the ability
for domestic wineries to sell wine.

This update highlights the unique supply, demand, and pricing trends from various regions
around the world for wines of a quality and style to be competitive in the U.S., and how
they might impact markets for California bulk wine and grapes.
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https://www.meiningers-international.com/wine/academic-papers-wine/european-alcohol-policy-coming-wine

France

Consumer demand for value priced wine in France, like other regions of-_
the world, is down. The oversupply in France is due mainly to this lower
consumer demand, higher bulk prices relative to competitors, and the
conservative nature of global buyers.

As has been widely publicized to deal with the oversupply, the French
government and the EU have recently earmarked €216 million for
distillation of wine, which has created a temporary floor on the market
at €0.45 per liter for generic wine, €0.60 per liter for IGP wine, and €0.70
per liter for AOP wine. This is a short-term attempt to balance supply to
demand, but a longer-term solution of removing vineyards or investing

in marketing to increase consumption might be more valuable.

Figure 1 - Production in Hectoliters (,000)
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Despite the distillation initiative, supplies of Cabernet Sauvignon and
. . . . . . All varieties by vintage. Source: OIV
Merlot will be in excess of demand, and asking prices most likely still

will reflect the challenging market for value red wines globally. Rosé supplies will remain available.

There are competing forces that currently impact prices for importing from France and all of Europe. On one hand, prices
are being driven down by reduced container shipping rates from Europe and a softening U.S. dollar against the Euro. On
the flip side, costs of glass and other packaging materials, which have remained higher than in the past, are working to
keep prices higher.

France is not a region to which U.S. buyers typically look for bulk value varietal wine since prices are usually higher than
other regions for similar varietals. Due to the supply/demand balance in other wine producing regions, this likely will
remain the case after the 2023 harvest as well. Efforts to export bottled wine to the United States, especially value varietal
and Bordeaux wines, likely will increase.

Figure 2 - Relevant Current Pricing

. o " . i Price | Est. USD/Gallon Landed
Variety Region Supply/Demand Estimated Price/Liter y .
Trends in CA, Duty Paid
Cabernet Sauvignon D'Oc Strong | / | Weak €0.90 / €1.20 1 $5.30 / $6.50
Chardonnay D'Oc Moderate | / | Weak €1.40 / €1.60 - $7.30 / $8.10
Sauvignon Blanc D'Oc Moderate | / | Moderate €1.10 / €1.30 - $6.10 / $6.90

Source: CIVS, Turrentine Brokerage
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Italy

Figure 4 - Production in Hectoliters (,000)

70,000
60,000
50,000
40,000
30,000
20,000
10,000

) N N~ (o)) —l o LN ~ (o)) — [e2] wn ~ ()] -

A OO OO O O O O O W «wW o o oI o

o)) o O O O O O O O o o o

I = = &N &N &N &N &N &N N &N NN N

All varieties by vintage. Source: OIV

Going into harvest there was a slow market for value bulk red wines and excess supplies. Regional Italian red varieties
are more in excess than white wine, but not to the extent of the oversupply in France or Spain.

The 2023 harvest is variable due to challenges from heat and disease affecting the white wines and wines from organic
grapes to a greater degree. In spite of the challenges there will be Pinot Grigio and Prosecco available from 2023.

As is the case in France, there are competing forces that currently impact prices for importing from lItaly.

The majority of the wine that is exported to the United States from lItaly is bottled regional red wines, Pinot Grigio, and
Prosecco. While buyers looking to source internationally used to look to Italy for Pinot Grigio, their current preference
is sourcing from Chile and Australia, as wine from these markets is less expensive and stylistically more like California
wine. In the foreseeable future, bulk wine from Italy will have little impact on the California bulk wine market regardless
of domestic Pinot Grigio supply, but the efforts to sell bottled wine by the Italians will put increasing pressure on U.S.
wineries to compete for consumer demand.

Figure 3 - Relevant Current Pricing

. . Rk . . Price | Est. USD/Gallon Landed
Variety Region Supply/Demand Estimated Price/Liter ) X
Trends in CA, Duty Paid
Pinot Grigio Veneto Strong | / | Weak €120] /| €1.30 1 $6.50 | / | $6.90
Primitivo Puglia Strong | / | Weak €105] /| €1.20 1 $5.90 | / | $6.50

Source: CIVS, Turrentine Brokerage
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Spain

Supplies of Spanish red and white wines are available from
most regions and offering prices are very low. Most of the red
wine volume is Garnacha and Tempranillo. Projections for crop
size in Spain are down an estimated 20-30 percent, but supplies
are still projected to be in excess of demand. As in the rest of
Europe and in California, value volume buyers are not active
due to lower consumer demand for value wine in Europe and
other regions of the world.

Slow bulk wine sales mean asking prices are very low, as well.
The lack of deals being completed makes quoting specific

Figure 5 - Production in Hectoliters (,000)
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When California value Cabernet Sauvignon was not available 20,000
or too expensive, U.S. bulk buyers did look at Spanish Cabernet 15,000
Sauvignon as a possible substitute. Recently, however, wineries 10,000
have preferred to source wine from Chile and Australia rather 5,000
than Spain.
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for generic red or white wine, but supplies in California are
large enough to satisfy any increase in sales for some time. The continued efforts to sell bottled wine from Spain will put
increasing pressure on U.S. wineries to compete for consumer demand.

Figure 6 - Relevant Current Pricing

Price | Est. USD/Gallon Landed
Variety Region Supply/Demand Estimated Price/Liter
Trends in CA, Duty Paid
Cabernet Sauvignon Standard Strong | / | Weak €0.60 | / | €0.80 l $4.00 | / | $4.80
Merlot Standard Strong | / | Weak €0.60 | / | €0.80 1 $4.00 | / | $4.80
Tempranillo Standard Strong | / | Weak €0.60 | / | €0.75 ! $4.00 | / | $4.60
Garnacha Standard Strong | / | Weak €0.60 | / | €0.80 1 $4.00 | /| $4.80
Dry Red Standard Strong | / | Weak €0.50 | / | €0.70 ! $3.60 | / | $4.40
Dry White Standard Strong | / | Weak €0.55| / | €0.70 l $3.80 | / | $4.40

Source: CIVS, Turrentine Brokerage
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Chile

The majority of the production of wine in Chile is for export, and the

low global consumer demand for value wines has greatly affected
that market.

The supply situation for Chilean wines echoes global trends. While
Sauvignon Blanc and Chardonnay bulk wines are available, they

are not in excess supply. Conversely, red wine varieties such as
Cabernet Sauvignon and Merlot are in oversupply, aligning with
trends observed in other wine-producing regions around the world.

Soft global demand has led to decreased asking prices for bulk
wine. Sauvignon Blanc could land in California at prices equivalent
to somewhere between $3.60 to $4.00 per gallon. Adding to the
allure, container shipping rates have declined significantly and are
nearing pre-pandemic levels, making Chilean wines a viable bulk
alternative.

Historically, Chile has been a go-to region for U.S. buyers seeking
value in Cabernet Sauvignon, Merlot, and Sauvignon Blanc. This
trend is likely to continue due to U.S. buyers' long-term concerns
about competing on price at the value end of the market with
California grapes and wines.

The outlook for the Chilean wine market is a very challenging
market that does not seem like it will turn around any time soon.
Good-quality red wines can still be had for between $0.60 and
$0.65 per liter in Chile, or the equivalent of $3.20 to $3.40 per gallon
landed. Bulk wine from Chile will continue to be an option for

value bulk wine buyers and have an impact on the markets for bulk
Cabernet Sauvignon, Sauvignon Blanc, and Merlot for some time.

Figure 8 - Relevant Current Pricing

Figure 7 - Production in Hectoliters (,000)
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Price | Est. USD/Gallon Landed
Variety Region Supply/Demand Estimated Price/Liter
Trends in CA, Duty Paid
Cabernet Sauvignon Standard Strong | / | Weak $0.60 | / | $0.65 1 $3.20| /| $3.40
Chardonnay Standard Moderate | / | Weak $0.70 | / | $0.80 - $3.60 | / | $4.00
Sauvignon Blanc Standard Moderate | / | Weak $0.70 | / | $0.80 l $3.60 | / | $4.00
Pinot Grigio Standard Moderate | / | Weak $0.80 | / | $0.90 1 $4.00 | / | $4.40
Pinot Noir Standard Moderate | / | Weak $0.80 | / | $0.90 1 $4.00 | / | $4.40
Merlot Standard Strong | / | Weak $0.60 | / | $0.65 1 $3.20| /| $3.40

Source: San Nicolas Wines S.A., Turrentine Brokerage
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Australia

The trade war with China continues to depress the Australian bulk
wine and grape markets, but this has had more of an impact on red
wines than on whites.

Supplies of white wines such as Sauvignon Blanc and Chardonnay are
tight due to a challenging 2023 growing season and have also been
moderately boosted by the past shorter supply from New Zealand.
The 2023 crop shortfall has kept prices firm at roughly $4.00 to

$4.20 per gallon landed in the United States for Chardonnay. On

the other hand, red wine varieties, specifically Cabernet Sauvignon
and Shiraz, remain oversupplied despite a smaller 2023 crop. Entry
level prices are currently valued at $2.40 to $2.80 per gallon landed
in California. Projections are for another short crop in 2024. This is

Figure 9 - Production in Hectoliters (,000)
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Container availability has improved, somewhat easing logistics and 10,000

distribution concerns. In addition, shipping rates have decreased, 8,000
although they have not dropped as substantially as those from 6,000
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Australian Chardonnay has long been a global competitor and
a viable substitute for California Chardonnay. Market balance in
Australia and California, coupled with strong prices in California
throughout 2022, have led to an increase in Australian bulk sllvencic il S eE o liceR@ly

Chardonnay imports into the United States. For some brands,

especially those who feel they may not be able to compete with California on price, the high cost of California Cabernet
Sauvignon has spurred interest and experimentation with more affordably priced Australian options. Some brands are
even considering Australian Cabernet Sauvignon as a long-term substitute, a development likely to influence the market
dynamics for years to come.

1995
1997
1999
2001
2003
2005
2007
2009
2011
2013
2015
2017
2019
2021
2023

Figure 10 - Relevant Current Pricing

. . . . X Price | Est. USD/Gallon Landed
Variety Region Supply/Demand Estimated Price/Liter j i
Trends in CA, Duty Paid
Cabernet Sauvignon Inland Moderate | / | Weak AUD 0.50 | / | AUD 0.65 1 $240| /| $2.80
Chardonnay Inland Weak | / | Moderate AUD 1.15 | / | AUD 1.25 - $4.00 | / | $4.20
Sauvignon Blanc Inland Weak | / | Moderate AUD 1.30 | / | AUD 1.50 - $4.30| /| $4.80
Pinot Grigio Inland Weak | / | Moderate AUD 1.25| / | AUD 1.40 - $4.20 | / | $4.60
Shiraz Inland Strong | / | Weak AUD 0.50 | / | AUD 0.65 ! $2.40] /| $2.80

Source: Austwine, Turrentine Brokerage
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New Zealand

Figure 11 - Production in Hectoliters (,000)
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The 2023 harvest in New Zealand has led to a rebound in supply, marked by bulk offerings from multiple suppliers and an
increase in the volume of bottled wines on U.S. retail shelves.

The surge in 2023 harvest volumes, coupled with an increased volume of 2022 wine from California and other regions,
has led to a softening in demand for New Zealand's bulk wine. Multiple sellers have reached out with wine priced below
NZ$5.00 per liter, which translates to roughly $12.50 landed in California.

Although containers are readily available, shipping rates have not decreased to the extent seen from Europe, remaining
more on par with rates from Australia thus keeping the landed price in California higher than in the past.

Lower bulk prices haven't yet attracted new U.S. bulk buyers. The increased supply of wine available will likely impact
domestic brands that are in direct competition. Meanwhile, Sauvignon Blanc from California and other areas of the world
seems to have carved out a larger and possibly more permanent spot in the market, offering U.S. consumers a broader
range of styles and flavors. This abundance of supply also may negatively influence demand for California bulk wine as we
transition into 2024.

Figure 12 - Relevant Current Pricing

. . . . . Price | Est. USD/Gallon Landed
Variety Region Supply/Demand Estimated Price/Liter . i
Trends in CA, Duty Paid
Sauvignon Blanc Marlborough Strong | / | Moderate NZ $3.50 | / | NZ $5.00 l $9.40 | / | $12.70

Source: Austwine, Turrentine Brokerage
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Domestic Impact

Despite attractive pricing for bulk wine on the global market, overall demand from U.S. buyers remains soft. The current
domestic availability and competitive pricing of red wine seem to be discouraging U.S. buyers from looking overseas for
their needs. While sellers’ efforts have been ongoing to market the potential of value wines in bulk, real buyer interest has
yet to materialize. Negociant buyers appear to be in the exploratory phase, test-marketing various options but not yet
committing to purchases.

Sellers in the red wine market are facing difficult conditions. In the white wine sector, particularly with Chardonnay,
supplies are more in balance and are being closely watched by potential buyers. Sauvignon Blanc growers and brands
should be particularly mindful of the increased volume of wine entering the market, with heightened supplies notably
coming from Chile and New Zealand. This influx is likely to lead to increased competition on retail shelves.

It is also important to remember that even if a country isn't a primary competitor for bulk wine imports to the United
States, an oversupply situation can cause that country to be a secondary competitor as efforts to sell wine in the bottle

may increase the competition in the U.S. market.

If you are interested in buying international bulk or bottled wine, or are looking to export, please reach out to us at (415)
209-9463 to discuss your options.

Figure 13 - Relevant Current Pricing by Variety

. Est. USD/Gallon
Variety Country Region Supply/Demand Estimated Price/Liter P Landed in CA,
Trends Duty Paid

Cabernet Sauvignon | France D'Oc Strong | / | Weak €090 /| €1.20 ! $5.30| /| $6.50
Spain Standard Strong | / | Weak €0.60 | / | €0.80 l $4.00| /| $4.80

Chile Standard Strong | / | Weak $0.60 | / | $0.65 ! $3.20| / | $3.40

Australia Inland Strong | / | Weak AUD 0.50 | / | AUD 0.65 l $2401| /| $2.80

USA California Appellation Strong | / | Weak ! $4.00| /| $7.00

Chardonnay France D'Oc Moderate | / | Weak €140 / | €1.60 - $7.30] /1 $8.10
Chile Standard Moderate | / | Weak $0.70 | / | $0.80 - $3.60 | / | $4.00

Australia Inland Weak | / | Moderate | AUD 1.15| / | AUD 1.25 - $4.00| /| $4.20

USA California Appellation | Moderate | / | Moderate - $450 | / | $6.50

Sauvignon Blanc France D'Oc Moderate | / | Moderate €110 / | €1.30 - $6.10 | / | $6.90
Chile Standard Moderate | / | Weak $0.70 | / | $0.80 ! $3.60 | / | $4.00

Australia Inland Weak | / | Moderate | AUD 130 | / | AUD 1.50 - $4.30] /| $4.80

New Zealand | Marlborough Strong | / | Moderate | NZD 3.50 | / | NZD 5.00 l $9.40| /| $12.70

USA California Appellation | Moderate | / | Weak - $4.50 | / | $6.50

Pinot Grigio Italy Veneto Strong | / | Weak €120 / | €1.30 ! $6.50 | / | $6.90
Chile Standard Moderate | / | Weak $0.80 | / | $0.90 ! $4.00 | / | $4.40

Australia Inland Weak | / | Moderate | AUD 1.25| / | AUD 1.40 - $4.20 | / | $4.60

USA California Appellation Weak | / | Moderate - $4.50 | / | $6.00

Pinot Noir Chile Standard Moderate | / | Weak 50.80 | / [ 5090 ! 54.00 | /| $4.40
USA California Appellation Strong | / | Weak ! $4501] /| $7.00

Merlot Spain Standard Strong | / | Weak €0.60 | / | €0.80 ! $4.00| / | $4.80
Chile Standard Strong | / | Weak $0.60 | / | $0.65 1 $3.20| /| $3.40

USA California Appellation | Moderate | / | Weak 1 $4.50 | / | $6.00
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. Est. USD/Gallon

Variety Country Region Supply/Demand Estimated Price/Liter Price Landed in CA,
Trends Duty Paid

Dry Red Spain Standard Strong [ / | weak €050 | / [ €070 0 $3.60 | / | $4.40
USA California Appellation Strong | / | Weak ! $3.00 | / | $4.50

Dry White Spain Standard Strong | / | Weak €0.55| /|€0.70 1 $3.80 | / | $4.40
USA California Appellation | Moderate | / | Weak 1 $3.25 | / | $4.00

Source: CIVS, San Nicolas Wines S.A., Austwine, Turrentine Brokerage
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