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The Wine Cycle; California Chardonnay
This Time It’s Different ???This Time, It’s Different….???
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"Those who cannot"Those who cannot 
remember the pastremember the past 
are condemned toare condemned to 

repeat it "repeat it,

Santayana's Law of Repetitive 
ConsequencesConsequences





• Is The Wine Cycle 
B k ?Broken?

•Nope, its GlobalNope, its Global











California’s 2009 Crush

• Spot grape market was dead last half of 
the growing season. Note; Spot market is 
NOT the whole grape market, many 
grapes were sold under long-term 
contracts

• Wineries simply disappeared from the 
market, did not buy grapes other than , y g p
contracted deals.



2009 Crush
• Some Growers custom crushed 

their unsold grapes, and now g p
waiting to sell their bulk wine, 
hoping for a stronger markethoping for a stronger market

• Imports hitting some segments 
HARDHARD
• (Some Bulk Imports have ( p

TRIPLED)



“The New Normal”
• Direct to Consumer Models

“Social Media”
T ti R Wi Cl bTasting Rooms; Wine Clubs
Wine Tourism HISTORYWine Tourism – HISTORY

Wine TrailsWine Trails
Events



C lif i WiCalifornia Wine  -
“Cheap is Chic”Cheap is Chic

C•Consumers 

“B i D ”“Buying Down”
–(Short or Long Term–(Short or Long Term 

Phenomenon?)



2007Isn’t this a 
lovely wine?? What alovely wine?? 

Parker 95. 
$350 b ttl

What a 
cool 

$350 a bottle… guy!!!!



2010Isn’t this a 
lovely wine?? What a lovely wine?? 

Costco. 
$15 b ttl

cool 
guy!!!!$15 a bottle… guy!!!!



Wine Sales, Nielsen Data; Dollars; ($ Millions)
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US Wine Sales Growth by Price;
Fifty-Two Weeks to Feb 6, 2010Fifty Two Weeks to Feb 6, 2010 
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US Wine Sales Growth by Price;
F W k t F b 6 2010Four Weeks to Feb 6, 2010 

5 4%> $20

3.2%

5.4%

$15 - 20

> $20

9.4%

6.4%

$9 - 12

$12 - 15

7.6%

0.0%

$3 - 6

$6 - 9

2.0%

7.6%

< $3

$3  6

0% 5% 10%



California Wine  - Cheap is Chic”
Consumers “Buying Down”

(Sh t L T(Short or Long Term 
Phenomenon?)Phenomenon?)

Impact on Growers?
– Can I sell my grapes?

At what Price?– At what Price?
– When will I get paid?g p
– And WILL I get paid?



Wi i d iWine prices drive 
i hi hgrape prices which 

d i l d ddrive land and 
i d ivineyard prices, 

ergo…



$50 000Vineyard Values
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SB / SLO Pinot, Production vs Price

18

20 $3,500

1,000 Tons

12
14

16
$3,000

1,000 Tons
$ / Ton

8

10

12

$2,500

4

6
8

$2,000

0

2
4

$1 5000
1998 00 02 04 06 08

$1,500



Vineyard Markets
– Credit available, but only for 

“qualified” “solid” borrowers“qualified”, “solid” borrowers, 
FOCUS ON CASH FLOWS
DEBT SERVICEABILITY

– Buyers waiting on the sidelines; 
O ’ bl iOne person’s problem is 
another’s opportunity.another s opportunity.



Vineyard Markets

• Financial stress already apparent in 
many marketsy

• Vineyard values tend to be “sticky”
• Good properties are always good• Good properties are always good 

properties, Napa Valley is still Napa 
Valley Best properties in best areasValley. Best properties in best areas 
most insulated from stress.
M i l ti d d• Marginal properties, and secondary or 
tertiary areas, feel impact if/when grape 

i lid d ff lprices slide and growers suffer losses. 



Grape Supply
• Few new plantings in the 

past 3 5 years and fewpast 3-5 years, and few 
expected for several more.e pected o se e a o e

• California Wine Grape 
Acres, with the exception 
of Pinot Noir have declinedof Pinot Noir, have declined 
4% since 2001.



Market Perceptions 2010Market Perceptions  2010

S ll thi k it’Sellers think it’s 
till 2007still 2007.

Buyers are thinking 
it’s the ’30s.



The Wine Cycle

Quality, and the Perception of Value, 
Continues to be the key to 

Survival Today andSurvival, Today, and
Success, Tomorrow.Success, Tomorrow.



Pieces of the Sky…y
• Wine prices under pressure p p

from slow sales; and 
“Buying Down”Buying Down

• Grape prices under pressureGrape prices under pressure

• So Land vineyard and• So……Land, vineyard and 
winery prices?







The Future? WARP!
Wine
Asset
Recovery
Program

“Cash for Cab?”Cash for Cab?



Thank You!!!Thank You!!!

AndAnd 
Drink 
More 

Virginia 
Wine!!!
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