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TIME  TO  SHINE ___________________________________________________________
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The cost of inadequate planning around wine business cycles is enormous. Just ask those brands still struggling under the burden of excess inventories.  Everyone in the wine business knows the painful loss incurred in many bulk wine sales or when a brand must re-sell grapes contracted at high prices in a down market.  Discounting case goods is not much fun either.  And marketing costs have gone up just as wine prices have gone down.  

A more hidden, long-term cost is involved when a brand has to cut key growers in order to reduce inventory.  Some of those growers will find other long-term homes and will be gone for good.  But the biggest and perhaps least obvious cost of dealing with bloated inventories is a dilution of consumer attachment and brand equity.  This dilution results when sales and marketing folk must focus energy on unloading the problems of the past instead of exploiting the rapidly evolving opportunities of the present.  

It was hard to believe a few years ago, during the time of glorious shortage and high margins, that the wine market could ever be flooded again.  Like the “new economy” propelling the stock market, it seemed to many that a new paradigm in the wine business could fuel sustained profitable growth for years to come.  The big problem, most people felt, was securing sufficient supply to meet projected growth.

History and fundamental wine business economics, of course, suggested otherwise.  A few brands followed up with us on our comments about cycles both in this newsletter and in speeches at industry events.  Based on our analysis of market cycles, we helped these brands to plan for the dramatic change from a short supply / high margin market to a long supply / low margin market.  Those brands have been able not only to take advantage of lower grape and bulk wine costs, but they are also free to innovate in a market begging for innovation.  Most of them are growing like crazy and making good profits in a very difficult market.  

A majority of brands, however, are now fixated on slashing inventories and getting out of long-term commitments.  While they are so engaged, both Connie & Conrad Consumer and the supply side of the wine business are evolving quickly.  Those few brands that understand and plan around this fundamental shift will own the market for the next four or five years.  Give us a call if you would like to plan effectively around wine business cycles.  It’s your time to shine.  

EXECUTIVE  SUMMARY____________________________________________

By the busy index (the precise scientific measurement of how busy we have been), the market is humming.  We have been doing a land office business selling wine in bulk.  There are still excesses out there, but retailers, wholesalers and wineries have all cut inventories wherever they could.  Any up-tick in demand can send them scrambling for product.  We’ve been selling large quantities of good quality, bottle ready 2002 reds. And there is some selective demand for just about everything else.  

The grape market is busy in certain areas: Napa Valley Cabernet, Russian River Chardonnay and Pinot Noir and just about anywhere there is good Merlot priced to work in the sub-$10/bottle market.  Early reports indicate that Chardonnay clusters are fewer in number and smaller than usual in the North Coast and Northern Interior.  White Zinfandel also looks light.  Merlot looks average (but its challenge comes with bloom and set).  Pinot Noir in Sonoma looks better than the last few years.  Bloom is in progress much earlier than usual all over the state.

MARKET OPPORTUNITIES

Our grape sales have been growing rapidly and we have added two staff members focused on grapes within the past year.  The most recent hire is Matt Turrentine. (Yes, that last name indicates a third generation in the grape and wine brokerage business.)  Call Matt with your grape listings – both tonnage you would like to sell and grapes you expect to need.  For the wine business’ most extensive and up-to-date list of quality wine grapes, visit our website: www.grapes-wine.com.  

Needed:    Reserve Quality Napa Valley 2002 Cabernet Sauvignon, will pay up to $35/gal for top wines.

Needed:    2002 Alexander Valley Cabernet Sauvignon; 2002 & 2003 Napa Valley Cabernet Sauvignon. 

Needed:    Reserve Quality Sonoma Co. wines, 2001 or 2002 reds & 2002 or 2003 whites, 2,600 gal each.

Needed:    Syrah Sonoma Co. 2002 & 2003 wine, 15,000 gallons.  Small lots O.K.  

Needed:    Coastal wines made from organically grown grapes.

Needed:    White Zinfandel grapes, all appellations.  

Needed:    Pinot Noir, 2003, Russian River, Central Coast and other appellations.

Needed:    Chardonnay, 2003, Sonoma Co. and Napa Valley.

Needed:    High quality Port wines.

Needed:    Petite Sirah 2003 small lots, up to two truckloads.  

Needed:    White Riesling as 2003 wine or 2004 grapes. 

Needed:     Syrah 2002 & 2003 Coastal high quality, up to truckload quantities.

Available:  Napa Carneros Chardonnay grapes, two lots totaling 215 tons. 

Available:  Paso Robles Merlot grapes, 300 tons.  Also high-end Paso Robles Cabernet Sauvignon, clones 

       337, 15, 4 & 8.

Available:  Zinfandel grapes, Dry Creek, Sonoma Co., 15 tons.  

Available:  40 acres of White Riesling and 20 acres of Muscat Canelli grapes available starting with the 

       2005 harvest.  District 17.

Available:  Red & White Processing: Sonoma Co., Mendocino Co., Central Coast and other areas.  

        Reserve space now.

Available:  Napa Valley Cabernet Rose, 2003, 3,000 gallons; Central Coast Cabernet Rose, 8,700 gallons.
Available:  Napa Valley Cabernet Sauvignon grapes for the 2004 vintage.  

Available:  Central Coast Chardonnay 2003, 20,000 gallons at $4.25 per gallon.

Available:  Symphony 2003, Delta, 9,000 gallons, arrested fermentation, approx. 3% residual sugar.

Available:  Petit Verdot 2003 Lodi, 16,000 gallons.
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