The Pursuit of Market Success

The opportunities and challenges to grow value with
Sauvignon Blanc in the established UK market.
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What am I going to cover?

* Update on the UK market

* What are the secrets of NZ’s success with Sauvignon?
* Longer terms risks to UK market success

* How to premiumise Sauvignon?

* The place for ‘Sustainability’

* How data will become ever more important

* What is the opportunity with D2C?

* Some ideas for the future

* Conclusions



date on the UK market
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Wine Intelligence
Compass 2018-19

WINE MARKET SUMMARY:
Gth largest wine market
Total wine consumption: 114 330 000 8l cases of 20l g™t wom
Long-term trend 2013-17: -2 .11%  CAGR 201317
Per capita consumplon: 230 itres per year (3l wne)
imported wine consumption: 114,192 000 8/ cases of 120l gt w e
Share of imported wine 100%

ECONOMIC SUMMARY: GOP growth rates:
Adult population: 545  Mion 1N
GOP/capita: $42.514 Dol 1N
GOP long-term trend. 2 24%  Average prowth 201517 i \
GNI/capita: $ 40,530 Dollars —
Unemployment rate: 4 3% L%
Corruption index: 82 0 to 100 (100 = no comuption) e

Comparative globalisation index 10 10 10 (10 = very globelised) —l
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Update on the UK market

Still wine (country of origin) nielsen

000000000

© 1,609 5 1179 .2 £7.33 . £5.50
8 1,001 6 708 -1 £7.08 4 £5.31
3 752 8 579 0 £7.71 .3 £5.78
g 695 A2 678 -2 £9.75 +6 £7.31
£ 664 3 502 .3 £7.33 .3 £5.50
2 673 " 43 2 £6.73 . £5.05
é 656 4 an “ £7.17 . £5.38
o 501 0 481 o7 £9.60 o1
- 210 +9 179 "2 £8.48 +6 £6.36
3 97 -1 64 -3 £6.53 +6 £4 90




Update on the UK market

....And in growth for 5 consecutive years

New Zealand - trended Value sales

+8.7%

MAT YOY

+5.8% £475.3

+14.4%

+11.0% £429.2M

+12.2% £413.2M

£325.6M

£290.2M
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Source: Noshsen Scantrack MAT 1o J4/08/ 2008




Update on the UK market

New Zealand is sitting comfortably in its own Shopper Demographics 3::7

RN
. o BIBENDUM PLB
Sh d h Origin - Spend
opper demographics by Origin - Spend GROUP

* Usa

New Zealand
Chile -

.
Total Still ¢ France
- . l!aly

® Argentina

Younger Shoppers
N of Ooppers aped ader 45

® South Africa
® Spain
®  Australia

® Germarny

% of Clama ABCY

>

Souwrce: Niehon Homescan MAT 10 05/09/2018

More Affluent




Update on the UK market

However, nearly 2/3 of the volume has been sold on promotion.This is
considerably higher than in any other Origin 2§44
7
This is driven by
- BIBENDUM PLB
Total UK Off-trade * Higher than average price point GROUP
Requires promotions to stay competitive
asrace [ <1 ox
wur [ T T * The Prosecco Effect
Retailers want to capitalise on the trend by using
s [ 5+ New Zealand Sauvignon Blanc as footfall driver
el g

New Zealand thrives during category-wide promotions

SAVE
25%

WHEN YOU
BUY 6 BOTTLES
OR MORE *

Source: Neehsen Homescan MAT 1o 00/0%/ 2018 "




Average $/1. Export price 2012-18

Price per litre acheived for ALL exports
(Source - NZ Winegrowers annual report)
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— AvErage price Bottle price Bulk price

Source — NZW Export reports 2013, 2015, 2018



Bulk vs bottle (in million Litres)
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Brands vs O/I. — ALL wine in UK

'Brands' versus Own-label in the UK off-trade
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Source — Nielsen report for NZ Winegrowers



Brands vs Tertiary vs O/L

Split of '‘Brands' into 'True Brands' and 'Tertiary’
- illustrative only
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Source — Tertiary brand growth based on estimated data



Why do people like NZ Sauvignon?

Flavour
ntensi
Refreshment ty
~ Distinctivene . 74
| SHHCUVENEsS Purlty ;v/,(
fresh herbs Msmi-“ /h bell peppers % -
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Seeds of failure

* Loss of distinctiveness ~ AP B , I

* Stretching quality : 5 s ‘ .
* Inconsistency 4 A
....over a long period of @ i >
time. o SGNY 24,
It takes a long time to '-

destroy brand equity, and you
may not notice at first

But when it 1s truly gone, it
is impossible to get back for | , g
a generation -




The example of Muscadet

Fiona Wine: whatever happened to
Becketton

wine muscadet?

Wine

Muscadet has now more or less vanished from our radar,
replaced in our affections by fruitier picpoul and sexy-sounding
albarino. But why?
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New Zealand wines: Why cheap is not better

l - . . > .
Known for delicious sauvignon blanc, New Zealand wine producers coul
~De risking their long-term reputation in the search for short-term gain.

=

Life W

Travel
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Food & Drink Pictures
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Lifestyvle »

Food and Drink »
Victornia Moore »

Related Partners

Great wine selection and

exclusive offers at
Telegraph Wine

EXTERNAL LINKS

http://www.tesco.com

/wine/

In Wine

“What bothered me even more was the
New Zealand connection. This country
isn’t known for discounting heavily.
Instead it forged a reputation based on
quality, persuading us to spend a bit more
to buy a mouthful of its clean, green
land, as the slogan goes.”

“If you can’t rely on the name of New
Zealand to guarantee the quality of your
wine, you end up having to play
detective”

“The hope 1s that as the balance between
supply and demand steadies, New
Zealand will decide that the short-term
gain of bulk wine sales isn’t worth the
long-term damage to our faith in its
wine.”

“It would be a shame if the magic

disappeared.”



How to keep on the
righteous path?

* Police quality rigorously

* Don’t be tempted bv viticultural short
P y
cuts

* Remove poor wine from the market

* Legislate (?) to prevent bad actors
undercutting

* Limit supply of bulk to trusted
partners

* Don’tlet supply exceed demand

* Grow new premium markets rather
than servicing old low-price markets




How can NZ ‘premiumise’ Sauvignon?

More concentration?

More complexity?
Oaked?

Reserve? .
More finely balanced? .
-

Foregrounding specific flavours through
viticultural and winemaking manipulation?

Packaging? — AIX
Branding? a am | AlX
P -y L
Bottle format: = AIX| = | 3*
AIX
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What does sustainability really mean?

Triple Bottom Line




What does sustainability really mean?

Monitor,
measure,
reduce...
Repeat.




Customer terroir
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Customer terroir
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What data can YOU control?

GLOBALWINEDE




- What data can you upload?

Imagery
Closwures
Brand
History
Technical Notes
Tasting Notes
Vintage
Vessels

Regulation




Who uses this datar?




Direct-to-consumer selling




Direct-to-consumer selling

ELACKSQUARE

Solutions for the global aleohol

market.
We built it. We testeddt. We proved

It,

We know how to sell direct to
consumer.

Careers Contact Us

ALL IN ONE GLOBAL DTC WINE SOLUTIONS

From cellar door to social media and everything in between

™ Wine eCommerce

il Point of Sale

s Customer Management

«ll Reporting

% Integrated APIs

=3

Wine Club Subscriptions

Email Campaigns

Payment Automation

Social Sharing

Custom Packs

€8 Gifting

2 Accounting

® Shipping Integration

&= Multi-Language/Currency

& Inventory Management
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The Future
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Alternative packaging formats
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Lower alcohol

? NEW ZEALINT

2018

Natureo

Prueda Natureo,
que mantiene todo
ol sabor y ol aroma del mejor vino y con
$6i0 0.5° de alcodol, te sorprenderd

.

LHIreo OS v

TORRES

- .

VINO DESALCONOLIZADO * CON TODO EL AROMA Y SABOR « SOLO 0,5* ALCONOL




Summary

* Look after your soils — preserve ‘Marlborough’ tlavour

* Protect quality by ensuring minimum standards

* Be sustainable in the long term — socially and financially as well
as environmentally

* Develop premium brands that are desirable and worth a
premium

* Maximise your tourism potential

* Get your data in order

* Explore D2C selling

* Don’t be blinkered about what the future holds



Thank youl

Justin Howard-Sneyd MW

www.thehivewine.com

@just1nHS
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Appendix

Justin Howard-Sneyd MW

www.thehivewine.com
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Update on the UK market

New Zealand is the 2™ biggest Origin within Still White

Value split by Origin
RED WHITE
Australia NG 27.3% Australia GGG 19.7%
once 107 N eaind — 7%
Span —14.4x italy N 16.6%
Chile - 10.8% France _ 10.4%
South Africa - 7.9% Chile _ 9.1%
Italy - 7.4% South Africa —8.995
Argentina - 7.0% USA - 7.0%
USA I 6.9% Spain 1 4.2%
| Newzeand 1% Germany 1 19%
Germany '0_1% Argentina io.a%
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Source: Noctsen SCantrach MAY 30 1606/ 2018




Update on the UK market Last 12 months

-3%

12 months to 09/09/17
» 12 months to 08/09/18
Total: 6,436 - 2%
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Update on the UK market

213 8%
.1%
— 7% 48%
I L% . I .
(7oL 0. " »

oL¢ (13«

Source: Nehien Scartrack MAT 8o 16,04/2018




Update on the UK market

Country of origin awareness and respective consumption level

France [N 53% 85%

taly [ 43% 82%
span [ 1% 82%
astralc [  45% 78%
Galifornia - SA [T 0% 78%
south Africa [ 36% 77%
thie T 7% 75%
Englond [ 16% 71%
C«wlru‘ard 29% 71%
argentine [ 21% 67%
Germary [ 14% 67%
rortugal [N 15% 66%
Other USA (outside of Calfomia) [ 4% 33%

Switzerland l % 20%
Slovenia | 2% 19%

% who know the following places
produce wane

% who have drunk wine from the
following places npast 6
months



Update on the UK market

Sainsbury’s and Waitrose both massively over-trade within the Origin.

)

Discounters yet to find the catch on New Zealand NV
_rans
PN
Retailer Still Wine Value Shar rigin = This Year Year
TESCO SANSBURYS cooP ASDA WANTROSE | MORRISONS uAS AU Loy
[T Wt €3 SRS 38.9% (T3 s (e = [T (-
ARGENTIA N01% 17.4% 21.5% aan 5.6% 0.0% s 55% 18%
pUATRALA 235% 16.9% 10.5% 13.5% 3.0% 13.1% 15% 67% 4o
o 36.0% 2% 2. "% a6 7.6% 18% aan 49
prance 17.9% 2% 3% 65% 13.2% 5.8% B4% 152% 48%
o~ 209% 2% sz 100% 21% 104% (s s9n 4
iy 238% 1% X 8.0% 8.4% 72% 73% 29% 45%
-
" ew zeacano 204% 45% 10.4% % 9.0% s 15%
L‘t ----- PO S —
BouTH APCA 212% 7.1% 11.3% 2.1% 5.0% 1" Iy 74% 80%
Eran 2% "™ ca 96% as% ar 120% a9% 62%
ha 306% 15.9% 86 11.5% 24% 99 22% 3s% 22%

Source: Nihien Momescan MAT 5o 00/09/2018
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UK Market situation

Top white varietals

Sauvignon Blanc
Pinot Grigio / Gris
Chardonnay

Pinot Blanc

Chenin Blanc

57% (60%)

52% { D

51% (52%)

26% (29

25% (23%)



UK Market situation

Champagne
Bordeauns

Prosecco

Burgundy

Cava

Rop

habls

Chanti

Tuscany

Napa Valey
Beauplas

Cotes du Rhime

Lowre Valey
Provence

Mu scadet
Chineaumeuf du Pape
Sxily

Médoc / Maut-Médec
StEmiion

Vin de Pays d'Oc
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Alsace
Pedmont
Bourgogne
Languedoc

Hawke's Bay

Mariborough

Baowas Valley
Sancerre
Corbures
Munter Valley
Yamra Valley
Virho Verde
Roussdion
Stelenbosch
Mendoza
Rberadd Duero
Odo

Tepo

Rueda
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% who have heard of the
following wine-growing
regions

% who have bought wine
from the folowing wine-
Rrowing regons an past 3
months



UK Market situation

Brand awareness: Tracking
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