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RISING  STAR 

I started attending the meetings of the National Wine Coalition in 1977.  This was a group of Eastern and Mid-western wine bottlers who gathered every fall in Fresno to assess the post-harvest market for the mostly fortified wines they purchased from California.  Most of them are long-gone. But the leader of the group was a smart and articulate winery owner named Marvin Sands, whose upstate New York winery had a funny name.  One year at the meeting Marvin Sands introduced his son, Richard.  Richard eventually took over the business, boldly building on his father’s successes.  Canandaigua Wine Company, now known as Constellation Brands, has come a long way. The company now has some 7,500 employees, more than 43 production facilities around the world and sales in more than 60 countries. In its last quarter ending August 31st, sales were up 14%, exceeding for the first time a billon dollars in net sales in one quarter.

And that’s good because, as everyone knows, they have just agreed to spend the tidy sum of $1.36 billion to purchase another wine company.  OK, not just another wine company; but what has to be acknowledged as the premiere wine brand in California, Robert Mondavi Winery.  This conquest represents a most remarkable rise from Richards Wild Irish Rose at the bottom of the food chain to the most iconic of brands with the Mondavi operation.  

Mondavi not only built what is perhaps the most recognized wine brand in the world but they also led the way in building the reputation of the Napa Valley and of the whole premium wine business in the United States.  The success of the Robert Mondavi Winery was based on three things:

1. A fanatical commitment to quality and style.

2. Personally cultivated relationships with distributors and retailers.

3. Close attention to the agricultural and cyclical elements of the business.

The decision to go public disrupted Mondavi’s winning formula.  The 1973 IPO created an imperative to grow profits in good times and in bad.  This was no problem at first because the market was short and margins were gloriously high.  But, to keep Wall Street happy, it was necessary to draw those beautiful trend lines with a yardstick.  The IPO-induced optimism made it hard to deal with the cruel reality of a cyclical business.  As a result, the downside of this cycle whacked Mondavi particularly hard.   

All of which raises an interesting question: can another public company like Constellation, especially a public 
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company once known for cheap fortified wines, prove capable of rescuing the Robert Mondavi Winery from the ill effects of going public?  It’s entirely possible.  Constellation has an international breadth and a range of products, including beer and spirits, which give them some insulation from the cycles of any one region or class
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of products.  The bigger question is whether a company the size of Constellation can rekindle the passion that led Robert and his family to take the risks necessary to achieve greatness.  Past history lends hope in this regard.  When Constellation first ventured into the Disneyland of premium wine production, purchasing Franciscan Oakville Estate and Simi in 1999, most wine business pundits thought they would do what every other big company new to the premium wine business (e.g. Schlitz, Pillsbury and Norton Simon), have done: that is, to freak out over the incredible expenses involved, to miscall the production cycle and to flub the handling of the strange world of wine marketing.  To everyone’s surprise - including mine - Constellation has done a great job with these properties, actually increasing wine quality while also increasing sales and profits.  They have proven to be not only financially sophisticated and to have clout within the distribution system, but also to be cognizant of the amazing complexity of both high-end wine production and of the quirky nature of wine marketing.  Perhaps the key to this success is that they have attracted and motivated wine business veterans with proven expertise.  

The Robert Mondavi Winery is an incredible prize, the bellwether brand of the premium wine business in California.  It is a good thing that the Robert Mondavi Winery will remain intact and will have the benefit of Constellation’s resources and vast distribution system.  The old National Wine Coalition would be proud – and utterly amazed.  

BULK WINE INVENTORIES
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This chart graphs the amount of bulk wine listed with our  company from July of 2000 through October 2004.  We think it gives a pretty good idea of the relative amount of excess inventory in the California wine business.  As you can see, inventories peaked after the 2001 harvest.  At this point, everyone was a seller and we had almost no buyers.  Since then, with seasonal adjustments, inventories have been steadily declining.  In the meantime, of course, case good sales have been growing, not at the rate we would like to see them grow, but growing nonetheless.  The chart above measures inventories in terms of gallons available, but if we graphed the same inventories relative to sales, the decline in inventory levels would be even more precipitous.  This is what we mean when we say that the days of vast oversupply are gone.  It is still too early to give much detail about the grape and bulk wine markets emerging from the cocoon of crush.  But this we can say: there are already more active buyers and we are glad to welcome each and every one of them!  

Call us now if you are going to have bulk wine for sale or grapes for sale for next harvest.  You should especially give us a call now if you are going need wines in bulk or grapes for 2005.  
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MARKET OPPORTUNITIES

The market is already stirring after an early, light and high-quality harvest.  Give us a call to buy or sell.  And visit our web site: www.turrentinebrokerage.com.  

Needed:    2004 California or Coastal Pinot Grigio, multi year agreement possible

Needed:    2004 Napa Valley Sauvignon Blanc

Needed:    2004 Napa Valley Chardonnay

Needed:    2003 Merlot, Dry Creek, Alexander Valley, Russian River or Sonoma Carneros 3000-6000                                  

                 gallons

Needed:    2002 or 2003 Dry Creek or Alexander Valley Cabernet Sauvignon

Needed:    250 gal of 2004 Santa Cruz Cabernet Sauvignon 2004 

Needed:    2003 & 2004 Russian River Valley Pinot Noir

Needed:    2003 Napa Valley or Napa Carneros Pinot Noir

Needed:    2004 Central Coast Pinot Noir

Needed:    2004 Floral white wines

Needed:    2004 White Zinfandel

Needed:     2004 generic white wines

Available:  2004 Sauvignon Blanc, Sonoma Co, Lodi, Lake, Monterey, Paso various lots

Available:  2003 Santa Barbara County Pinot Noir, top quality

Available:  Processing in the Paso area for 2005, small and medium-sized lots especially
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The Robert Mondavi Winery is an incredible prize, the bellwether brand of the premium wine business in California.








