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Estimated California Bearing Winegrape Acres
2012 - 2022

I Bearing Acreage Target Range I

550,000 acres X’s 7 tons/acre = 3.85 million tons

AV g8V g8 g9 00 o g8\ g8 o 9t o



Sog;gvoq@“@lomlaor@ Fredrikson & Associates Webinar Series - March 24, 2022
AP




cgGromberg Fredrikson & Associates Webinar Series - March 24, 2022

o

So
wg%z

/ —
- -






q/é%@az Gomberg Fredrikson & Associates Webinar Series — September 27, 2022
’]/0 AO\‘\ {
O

O\
R o~



qqqq






Siguificant Bearing Acreage Growth through 2019
Production averages 4M tons annnally throngh 2019
Decades-long wine volume growth +revd flattens after 2016
Wine returns don’t increase — pricing is flat

Oversupply plagues industry heading into pandemic

Pandewic brings major market chavvel disruptions

Three short crops offset our structural oversupply









16 million vines sold for
California planting in 2021

41% White, 59% Red

Cabernet Sauvignon and
Chardonnay dominate

Pinot Noir pulls back
significantly

Merlot back on the scene

SB and PG way behind
Chardonnay in vine count
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This is good:

We should
be planting
approximately

15,000 to
18,000 acres
a year, given

“normal”

attrition.
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Estimated Vineyard Removals, 2014-2021, with 2022 Forecast

(Prior to each harvest year listed)
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This is good:

We should
be removing
approximately
15,000 to
18,000 acres
a year based
on current
bearing acres.













Lots of data out there; dow't be confused by terms:

e “AS. wine market” (oftew includes imports)

*  “Wine” shipments (might include sake, cider, flavored, etc.)

»  “California winery” (could include foreign sourced wine)
Volume stable, but value is up (Preminmization)

*  Chawnel shifting back to “on-premise” increases value
Highest end of the market continues o perform strong
“Widdle market” very crowded and VERY competitive

* 11K+ Wiveries, 25K+ bravds & 300K+ SKUs estimated in US
Anything below $11/bottle is continuing to declive
The owly stable/growing seament over three years is DTC
Wine costs about +wice that of beer/spirits, per servivg
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Can be
addressed
through
marketing/
promotion

Today's Consumer
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Today's Consumer

Core drinkers
say they are
drinking more...

WMargjinal
drivkers say
they are
drinking less....
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Note: These all have +o do with supply control.



Note: These all have to do with demand pessimism.
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For interior regions (wines mostly below $11)...

Newest planting contract activity is vot reflected in these numbers.
Water availability and cost are impossible to quantify and forecast.
Ag burw prohibition may have an impact ov vineyard removal decisions.
Contract offers have either o “max tons” clause at all or growers
are allowed +o forecast their production and assign their own max.
There's less margin today for growers and wiveries to share.

Alernative crops vow exist in Lodi and the Delta, just like Freswo.


















For Regions Likely Producing Grapes for Wines s$25...
Nothing shows material growth in supply except Bordeaux blewders, and
that's on a tiny base of less thav 5,000 acres.

Opportunities may exist +o move into the >$25 segment, driven by

quality and market access.
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For coastal regions (wines mostly above $11)..

v’ Freete, heat and drought “damaged” vives may continve to strugole.

AN

Challenges associated with labor and transportation are siguificant,

v' Swaller grape buyers look +o go “ontside the vorm” regarding
varieties and growivg practices (oraavic, glyphosate-free, etc.)

V' Supply is only half the eduation. “Significant” demand changes are a
huge threat.

v’ @rape buyers looking to maintaiv margins continually shop “cheaper.”

*  Coastal shopping interior or Napa/Sonoma going to “other” coastal



Don’t under-estimate +his!
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P Tomorrow’s Winegrape Marke+

The Nature of the California Winegrape WMarke+

Start/Stop; Hot/Cold; Up/Down

*This isu’t over a period of years; this is in reference to the

coming months, weeks, and sometimes even days!
sReasoms:

*Evolving Consumer/Fierce Competition/”Global” Efficiencies

*Tt's a game of market share, not market growth

*Three “P's” — Planned Program Purchases
‘Result/Outcome:

“Produces Winvers and “Nov-wivvers”



Winegrape WMarket

Preparing for the vext few years....

Assuming reasovable vineyard attrition, it is uulikely California will
grow it's bearing acreage base over the next three years...
Drought, frost. wildfires, excessive heat, ete. have the potential +o
severely moderate our supply in the future.

The more stable grape market since 2020, including multi-year

contract offers, helps create longer term stability as well,



Thank you
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