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The festive holiday season is upon us and business is being
paused. The bulk wine markets in France an d Spain are currently

in a wait -and-see situation, with buyers unwilling to meet the

offer prices and confident of price adjustments in the New Year.
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2016, have been slower than expected, while internatio  nal buyers

are showing interest in South Africa but  most are yet to take firm
positions. These facts appear to somewhat contradict recent
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wine. Ciatti believes such claims are overstated, and t hat the
market is pretty well in balance.

An obvious but common mistake made when analysing the
global situation is to focus solely on supply and forget the demand
G|+ zi AKCx Wzx| o617 !'dg izo YyGWW 1
concern that wine consumption in some European markets is flat or in
| +1 WGl £+, SodAK "d EA"W C"d bxlzdx
domestic consumption has been in record-low territory; the average
age of the wine drinker in France isrising, as the millennial generation
skips wine for alternatives; UK consumption remains firm, but at least
two years of a relatively weak and/or fluctuating pound , as the
country negotiates its exit from the EU | could make it a far less
attractive market to export to. And some predict 2017 will see a full
eurozone crisis, politically and economically. Per capita domestic
consumption in Argentina, meanwhile, is expected to fall further in
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Earlier this year the OIV forecast 2015 global wine
consumption at 240 million hectolitres. This would be in line with
every year since the 2008 global financial crisis volumes have yet to
recover to their 250 million hectolitre pre-1 ¥ 6d, Gd W+ O+ We
increasing thirst for imported wi ne is indeed helping to offset lower
demand from elsewhere but China is a substantial wine producer in
its own right, possessing the largest area under vine of any country
outside Europe. Its demand for imported bulk wine is still greatly
steered by how its own acres perform = Chinese buyers have been
back out in force on the international bulk market because the 2016
domestic harvest was beset by poor conditions.

In California, meanwhile, wines are being secured from a 2016
harvest right down the middle in terms of volume, quality, and price.
Read onto find out Cz 3y k G" ARG piearrsiigdd d&ontracts
could work for you. It was great to see some old faces and plenty of
new ones at the WBWE in Amsterdam back in November, and
everyone at Ciatti wishes you and yours a very Happy Holidays
and a prosperous New Year! Robert Selby
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Harvest watch : looking good in quality,
CALI FO R N IA approximately 4 million tons in size

TIME ON TARGET

izWWzy Gl 6 ACz | zd AWt AGz | million ilitres kof' Méfbécz avhiléble “fod, the bulk
harvest, buyers are beginning to set market . not a huge amount, but enough for
themselves up as they normally do on all some buyers to want to come and pick through.

varieties, prices look very similar to last Ciatti is hearing a lot of concern regarding

campaign for both domestic and export, and
deals are happening. Ciatti has been providing
approval tastings for its buyer clients, and
guality has been good. The crop was good -
sized, at around 4 million metric tons,
replenishing the supply lines but not creating
long positions.

Ciatti prides itself on being able to offer its

Brexit. The UK is a big market for Californian
exports . Echo Falls, Blossom Hill and other
brands from the Central/San Joaquin Valley are
significant players in the UK ., and pound
AT WGI 6~ ¢ xz=" Fxl1 Glthus noté " Gl
helpful (see page 4 for an update on Brexit ¢
impact on exchange rates) UK supermarkets in

clients . domestic and international . the security particular can be strict when it comes to pricing.
of long-term pre-arranged contracts. These As ltalian sellers are finding out (see page 10,

contracts, core Kz AC+ | zdA" 11 "~ g b%gr&eGinbdy&rs_ are. Wi@llly asking sellers to
clients the opportunity to be among the first in discount their prices at the rate the pound has

line for approval tastings and thus the pick of the fallen. This will doubtless be an ongoing issue as
i £" 7 " 4 I©4Aditiar @ they are tasting at a the UK negotiates its exit from the EU over the
stage when much wine is still uncontracted,
clients are able to add more wine to their
contract(s) without difficulty . Ciatti is visiting
wineries with these clients right now, and through
this work finding that volumes on the key varieties
are good but by no means long, that quality is
good, and that prices are steady. h short: 2016
was a harvest right down the middle.

There will be inventory available but, as
every year,buyers looking for the best lots should Contacts Contacts
get in touch now , and that applies on all
varieties. Some of the late Cabernet from Lodi was
affected by rain, for example.

As normal, international buyers are largely
prospecting Red Zinfandel (mainly buyers from Steve Dorfman, steve@ciatti.com
Scandinavia, Germany), White Zinfandel (buyers CALIFORNIA. DOMESTIC
from across the world) and Cabernet to a lesser
extent (because of the price). Also of interest is
Chardonnay, dry white blends, Colombard base,
Shiraz, and . for the UK market . rosé not
necessarily White Zinfandel. The problems in
Argentina have created some interest in Chris Welch, - chris@ciatti.com
Californian Malbec: California hasapproximately 2
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next two years. SEE NEXT PAGE FOR PRICES

KEY TAKEAWAYS
Approval sampling on the 2016 vintage is fully
underway and quality looks good. Buyers
looking for the best quality should not delay
getting in touch. The 2016 harvest, coming in
roughly in line with the five-year average, was
good-sized but not bumper.

CALIFORNIA_ IMPORT / EXPORT
T. +415 458-5150
Greg Livengood (CEO) greg@ciatti.com

T. +415 458-5150
John Ciatti_ john@ciatti.com
Glenn Proctor, glenn@ciatti.com
John White johnw@ciatti.com
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Vintage Variety Trend Vintage Variety Price Trend
2016 Generic White 0.79¢ 0.90 T 2016 Generic Red 0.80¢ 1.05 T
2016 Chardonnay 1.45¢ 1.88 1) 201516 Cabernet Sauvignon | 1.72¢2.11 1S
2016 Pinot Grigio 1.58¢1.98 T 2016 Merlot 1.32¢1.58 T
2016 Muscat 1.06¢1.32 T 2016 PinotNoir 1.85¢ 2.25 1S
2016 White Zinfandel 0.85¢ 0.99 T 2016 Syrah 1.32¢ 1.58 T
2016 Colombard 0.86¢ 1.12 T 201516 Zinfandel 1.72¢2.11 T
As shown by the two graphs right, pound (sepusp) 09-Dec-2016 Friday

sterling has rallied against the US dollar and v

euro in recent weeks following an October
in which it was trading around its lowest
level on record. The recover y can be partly
explained by solid economic and consumer
confidence data coming out of the UK. The
election of Donald Trump as US president
on 8th November originally hur t the dollar,
but it has rallied every week since in the
anticipation that Trump is to  enact heavy
investment in infrastructure. The 01 2| g
strength against the pound has been
knocked back slightly by the resignation of
& A" Wi " g ny Ga = dGl GqgAxT " d" KK+ z I
following his defeat in a  4th December
T+xi 721 | od =zl e K" Wi T § Gt g AGCA T &Sz Tl Sep ov
defeat has been received as a victory for ~ ©*eMenevAtem e —
anti -EU forces. (GBPEUR) 05-Dec-2016 Friday
ThGq, i+ Eufrénay turbulence 1.38
could be a foretaste of what is to come in 1.36
2017: Trump is sworn in as US president on 1.34
20th January; the Dutch general election 132
takes place on 15th March; the French
presidential election takes place on  23rd
April; the German federal election will  take
place sometime in August -October. All the
while, Brexit will be underway: UK Prime
Minister Theresa May has said she intends
to trigger the exit process by the end of
March 2017, meaning the UK will be
expected to have left the EU by the summer
of 2019, depending on the precise timetable
agreed during the negotiations. Pound
sterling is bound to fluctuate  during that 11

2016]an Mar May Jul Sep MNov
time but SO tOO at |east may the euro. © 2016 MoneyAM.com www.MaoneyAM.com
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AR G E N Tl N A Harvest watch : the vines are still not experiencing

normal growing conditions

TIME ON TARGET

Argentina imported 17 million hectolitres of Chilean bulk wine in January -November 2016,
according to INV statistics: nearly 100% of this was imp  orted in October (4.1 million hectolitres) and
tuz @xdbx1 . . .., AdGWWGzl C+| AzWGAT +qd: | zdb Gl * toVered q,

their generic bulk needs for the Christmas and New Year period. December = d, d, &, 'Whe6 d, go@és
in, will likel y show imports from Chile at a similar level to those seen in November.

The wine is now being trucked in across the Andes and the number of new transactions has tapered
zii "d ACx boixVd dqAzA b"I1 F "I | WK 0.658itvapppxinmteiVT
(see page 6)up 30% from USDO0.50/litre two months ago. It is uncertain what domestic consumption needs
will be in Q1 2017, with January and February traditionally slow months for wine retail sales anyway and
now with the addition of a consumer slowdown as the Argentine population feels the squeeze of
government belt-tightening. Low need in January and February may help suppliers bridge the gap to when
the 2017 winescomeon-g A7 +"d GI a"i "1 | 8ol +, &K~ ¢ " | "gzx zi

There is little in Argentina to interest international buyers, with stocks low and prices high. Standard
Malbec is at USD2.0/litre, more than double what it was a year ago. International buyers will look again at
Argentina from February and March, when the 2017 harvestsituation is better known. The market will hold
steady until then: Christmas is upon us, and in Argentina January is traditionally the month for vacations.

According to Bodegas de Argentina, Argentinian bulk wine exports reached 34.7 million litres in
January-August 2016, down 32% from 51.2 million in the same period of 2015. This was mainly due to a
70% fall in exports to the US, from 27.8 million litres to 8.1 million litres, together with declines to smaller
customers Canada (32% to 2.4 million litres) and Germany (26% to 1.6 million litres), which could not be
offset by an increase to the UK (+5% to 6.4 million hectolitres) and other European countries such as
Denmark, Belgium, and Sweden. A significant increase in Tetra Brik exports to Paraguay (+137% to 7.5
million litres) seems to have offset flat bottled an d other packaged wine exports.

Growing conditions have failed to fully return to normal since El Nifio. After spring frosts and
October hailstorms, the vines have experienced changeable conditions in Novemberand into December.
There have been temperature fluctuations, humid spells, and extended periods of rain.

KEY TAKEAWAYS Ciatti Contact
There is little supply left and what remains is priced EduardoConil
firmly: standard Malbec is at USD2.0/litre. Imports
from Chile are now being trucked in. Per capita

T.+ 54 261 420 3434
E: Eduardo@ciatti.com.ar

domestic consumption will be down in 2017.

/ dZNJ\LB )f L,J a |'(UN3ER SEt;l FCA\IM)\JEN(J\ O A )/ =

Vintage Variety Trend Vintage Variety Price Trend
2016 GenericWhite 0.40¢0.45 1y 2016 Bonarda 0.90¢ 1.20 1)
2016 Generic White (Criolla 0.35¢0.38 1) 2016 Generic Red 0.60¢ 0.80 1)
2016 Chardonnay 0.90¢ 1.20 N 2016 Cabernet Sauvignon 1.30¢ 150 1Y
2016 Torrontes 0.60¢ 1.00 3] 2016 Malbec Entrylevel 1.30¢ 1.50 1)
2016 Sauvignon Blanc 0.90¢ 1.00 1y 2016 Malbec Premium 1.50¢ 2.50 1)
2016 Muscat 0.40¢ 0.45 1) 2016 Syrah / Merlot 1.00¢ 1.20 1)
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Harvest watch : mixed weather may have

affected bunch weights

TIME ON TARGET

Chile is experiencing mixed weather _ some very hot days, some cooler nights, more winds than
normal, the odd spell of light rain | and the forecast is uncertain. This follows heavy rains and winds
in October which badly affected KC+ | z o | AV i ~ dFrult s ocdurring ang the number of
bunches is normal, though some predict bunch weight s will be slightly lower. It is unlikely this will
be the biggest Chilean crop in history.

Early purchasing of 2017 grapes. brought about by the small 2016 crop and fears over the
potential size of the 2017 crop, has slowed down in the past month. A significantly large percentage of the
2017 grapes have now been allocated, and the market will now enter a soft period in which buyers cease
purchasing in order to calm the market. Due to ongoing concerns regarding the 2017 Argentinian harvest,
Chilean Malbec grapes will likely become a target of Argentinian and international buyers soon. The generic
reds and whites have already been allocated by the domestic wineies, to go into wines for domestic
consumption or to sell to Argentina.

Shipments to Argentina of 2016 vintage generics are now fully underway (see page 5) These will
cover Argentina for Christmas and New Yearneeds, after which Argentina is expected to return to Chile for
more 2016 wine and then some 2017 wine The price for generics is stable in the mid USDO0.60sper litre.
Some Chilean sellers are avoiding the spot deals with Argentina altogether, prioritising relationships with
US and Canadian buyers. China was present in a big way at the World Bulk Wine Exhibition in Amsterdam
enquiring about Chilean wine, pushing for a decrease in prices, and making transactions.

Moving forward, forecasts differ: some see stable market pricing going into 2017; others, more
confident of a big 2017 crop, see the market decreasing. Things will be clearer in midJanuary when
business is back in full swing after Christmas, but right now Ciatti foreseesdemand staying firm and prices
remaining stable into the middle of 2017 , and recommends buyers cover themselvesnow for 50% of their
2017 demand.

KEY TAKEAWAYS
The market for 2017 grapes has been very active

Ciatti Contact
Marco Adam
T.+56 2 2363 9206, or T.+56 2 2363 9207
E. madam@ociattichile.cl

and much has been allocated. Ciatti foresees firm
pricing until at least mid -2017, so buyersneed not
wait to cover their needs for that period.

Export Figures

Wine
Export

January 201% October2015

January 201& October2016

; Million Million Average Million Million Average | Variance%
Figures Liters US$ FOB| Price Liters US$ FOB| Price
Bottled 395,04 1.25556 3,18 40021 1.23826 3,09 1,31
Bulk 298,22 210,80 0,71 315,87 21219 0,67 5,92
Sparkling 3,61 14,63 4,06 4,13 16,26 3% 1437
Wines
Packed 24,17 41,29 1,71 27,31 45,85 1,68 12,99
Wines
Total 721,03 152229 2,41 74751 151256 2,35 3,67
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FRANCE

Harvest watch : revised upward,
still down 8% on five-year average

TIME ON TARGET

AGRESTE in November revised up its estimate

@C+ y"lo6oazx|lzl"d Al "O0"G

izi i1l xTqd ... C" 1 Oz d fper ub &pdce for,Bardeaux{ ihidhé&perienced a

hectolitres to 43.2 million. This is still 10%
down on 2015 and 8% on the five -year
"Qx1 "6+, @Ct
line with the overall national decline, with
AGRESTE estimating the crop there at 12.3
million hectolitres.

The upward revision in the harvest
forecast has only served to further slow a
backlogged varietal bulk wine market. For
premium and super-premium wines as well as
mixers and blend-boosters, the situation is
different: buyers of these should look to cover
their needs now. But buyers of entry-level/Vin De
France bulk out of the Languedoc are covering
their immediate needs while waiting for prices to
soften. There is plenty of carryover stok still to
load that the negociants can live off for the next
Axz dzl ACd. 1i71"11 "¢
their selections in the cellar but are not yet
purchasing as they are unwilling to meet the offer
prices: they are confident a price adjustment on
entry-level/Vin de Francewines is going to come.

French wine has become increasingly
uncompetitive on price in recent years: the result
is old entry-level bulk stock still hanging around, a
stock created and enlarged by the loss of market
share both in export markets and to Spanish wine

and wine from other countries _ in domestic
supermarkets. In particular, losing share on 3litre
or 5-litre bag-in-box  programmes  has
exaggerated the market share loss in terms of
volumes. French supermarkets are sourcig
foreign wines not only to make a bigger margin
but also to maintain retail pricing : French wine
prices have simply exceeded the maximum
retailers can absorb. Compounding the pressure
on sales, millennials in France are drinking less
wine than their parents and grandparents.

y" | @opwasin® g

bGo o

good harvest, exceeded its AOP quotas, and has
Vin de France Merlot, Cabernet and Sauvignon
Blankt %ioﬁe‘ﬁ Bordeaux sellers, however, know
they must beat Languedoc on price rather than
simply draw level, in order to offset the higher
freight costs out of their region. Sampling has
lzddzxl | £| z | azl | " o¥%¥"™ d
and pricing is ., as last month _ in the region of
EURO0.7577/litre for Bordeaux Vin de France
Merlot or Cabernet. There is some Bordeaux
Sauvignon Blanc, priced at around EURO0.90/litre
iz7 A" T | "1 go" WGKI » Gl
price. The AOP Bordeaux wine market, with its
balanced inventory, is stable at EUR1.50/litre.

Premium quality 2016 rosé out of
Provence will be sold out by the end of
December. The midlevel rosé market is guieter.
I%Ie%#whilg,oih 2LS&)ug‘l VI\'/e'st,J_r in dtrl;e?&'u!argnte
Cognac-producing region, there are some very
good deals to be had on generic, table whites.
Thanks to a conducive growing season, alcohol
needs for Cognac have been easily me and there
is now surplus still white wine available. Call Ciatti
for more on this opportunity.

SEE NEXT PAGE FOR PRICES

KEY TAKEAWAYS
It is a wait-and-see situation in France.Bordeaux
is able to compete with Languedoc on price for
Vin de France Cabernet and Merlot, and on
quality for Vin de France Sauvignon Blanc.
Premium Provence rosé buyers should move now.

Ciatti Contact
Florian Ceschi
T.+33 467 913532
E. Florian@ciatti.fr
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Vintage Variety Price Trend Vintage Variety Price Trend
2016 GenericWhite 0.50¢ 0.60 @ 2016 Varietal Rosé IGP 0.80¢0.85 @
2016 Chardonnay IGP 0.95¢ 1.05 Q@ 2016 Generic Red 0.55¢ 0.60 Q@
2016 Chardonnay VDF 0.95¢ 1.05 Q@ 2016 | cabernet SauvigndiGP| 0.85¢0.90 Q@
2016 Sauvignon Blanc IGP  0.95¢ 1.10 T 2016 Cabernet Sauvignon VD|  0.80 ¢ 0.82 T
2016 Sauvignon Blanc VDF 0.90¢ 1.10 T 2016 Merlot IGP 0.80¢ 0.85 @
2016 Generic Rosé IGP 0.80¢0.85 Q@ 2016 Merlot VDF 0.78¢0.80 @
2016 Generic Rosé VDF 0.65¢0.70 @ 2016 Syrah / Grenache 0.80¢ 0.85 @

@ CIATTI

GLOBAL WINE & GRAPE BROKERS

The Ciatti Company is committed to providing you with all your wine and drink making needs.
Whether you’re after five gallon pails or bulk tanker quantities, we can find the right product
for your requirements.

The following are products we source from around the world:

BULK WINE « EVALUATION SERVICES « GRAPES « CONCENTRATES & ALCOHOL

1101 FIFTH AVENUE #170  SAN RAFAEL, CALIFORNIA 94901  415.458.5150
ciatti.com

Winner of Vineyard & Winery Management
2016 Best Bulk Wine & Grape Suppliers

#WCIATTI

GLOBAL WINE & GRAPE BROKERS

Thank you to our |oya| customers For your suPPort
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Harvest watch : volumes reportedly in-line

with 2015; rosé down

TIME ON TARGET

The Spanish market is in a wait -and-see
situation: prices for red and white wines are
softening from their initial position in October
and buyers are waiting to see how far the
pricing drops. Rosé pricing will remain stable,
however, off the back of lower  supply: Ciatti
recommends that buyers with quality rosé
programmes should not wait to get in contact.

Purchasing of Spanish bulk wine was slow
at the annual World Bulk Wine Exhibition (WBWE)
in Amsterdam, reflecting the current market.
Historical buyers from Germany, the Netherlands
and elsewhere were impressed with the samples
but most did not put a position on the wines. The
WBWEis becoming increasingly international and
there was plenty of interest from China and
Russia. Chinawill still be active among European
opportunities on the cheap er side from Spain and
the upper side from France. Russian buyers,
meanwhile, are back in full force as the rouble has
made gains in 2016.

Buyers are waiting for prices to soften:
good quality generic white wine from Spain is
now at EUR3.0/hectograde, down from EUR3.10

pricing on generic reds and whites is moving into
line.

Good quality rosé has been at EUR3L5-
3.20. Thereis an assumption among buyers that
rosé prices will soften like those for reds and
whites, but SpaG | fosg production in 2016 was
down on 2015. Spanish roséprices in general will
remain stable, and on good quality rosés .
Grenache ro®, Shraz rosé, generic rose of good
quality, fruity rosés with a good, pale colour
prices could increase when big purchases have to
be made for spring and summer 2017 needs. Get
in touch with Ciatti for more information.

kG" KAG +WA+| Achmpaidiwdil ~ ¢

start in earnest after the Christmas break, from
mid-January.

KEY TAKEAWAY
Prices for good quality generic reds and white
are falling. Prices for good quality rosé, however,
will remain firm and could potentially rise, so
buyers of this category should look to secure
their needs now. The buying campaign in Spain
will not begin in earnest until mid -January.

last month, with basic generic white at EUR2.80.
Good quality generic red is down from last
dzl AC~d ° bl _ _;hasicGeds cam bei " |
found at EUR3.03.15. As prices have risen slightly
in ltaly , because the entry-level wine has been
sold or gone into blends . Italian and Spanish

/| dzZNNEB vy (i

Ciatti Contact
Nicolas Pacouil
T.+334 67 913531
E. nicolas@ciatti.fr

a I'(ElNakRSEéVEINEFI)( NJA é)\ y =

Vintage Variety Trend Vintage Variety

2015 GenericWhite 0.25¢0.35 T 2015 Generic Red 0.28¢0.35 T
2015 White Blends 0.40¢ 0.60 T 2015 Generic Red 0.35¢ 0.50 T
(High Quality) (High Quality)
2015 Sauvignon Blanc 0.52¢ 0.56 T 2015 Cabernet Sauvignon | 0.50¢ 0.65 T
2015 Chardonnay 0.60¢ 0.65 T 2015 Merlot 0.55¢ 0.70 T
2015 Generic Rosé 0.28¢0.38 T 2015 Tempranillo 0.40¢ 0.60 T
2015 Varietal Rosé 0.40¢ 0.50 T 2015 Syrah 0.45¢ 0.60 T
2015 Moscatel 0.40¢0.60 T
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Harvest watch : at 46-47 million hectolitres,

ACx yzl W|

TIME ON TARGET

Italy is experiencing a similar wait-and-see market to France and Spain. Despite the smaller
production around Europe, transactions in Italy, the biggest wine producer in 2016, have been slow.
The market price is stable or increasing only very slightly. There is some uncertainty: big com panies
are seeing a slowing in wine consumption a cross Europe and are feeling the pressure in the post -
Brexit UK market which, due to the fall in pound sterling, is demanding wine for less (see page 4).

Spanish and Italan generic reds and whites are priced roughly in line, when Italy needs to be
offering lower prices than Spain in order to offset higher freight costsand to| C" | 6+ boi *1 ¢~ C"
are waiting to see what the situation is in January. Entrylevel reds and whites are currently priced at EUR35
38/hectolitre. In good demand is Abruzzo and Veneto sparkling base whites produced through cold
fermentation, priced at EUR3845/hectolitre. There is a good supply of generic reds with nice colours in
Abruzzo and in Emilia. Rossissimo at around 40 colour points has started to be requested by European
buyers as an alternative to Spanish Tintorera, with pricesrising from EUR65/hectolitre to EUR80hectolitre
depending on alcohol levels and quality. Montepulciano | ~ ! bY 2" "z Gd b+x06GI | Gl 6- Kz
80/hectolitre for deliveries from March 2017.

Prosecco is still in good demand but prices will stabilise at around EUR200210/hectolitre. Pinot
Grigio is stable at around EUR100110/hectolitre for standard qu ality and the sellers are waiting for big UK
orders, hoping that the pound recovery against the euro in recent week will positively influence purchases
from there. Suppliers to the UK are being asked by UK buyers to absorb the cost of the weakened pound.
essentially being asked to discount their prices at the rate the pound has fallen (see page 4) Stily, however,
is doing well on the UK market: due to the delays in implementing , and logistical issues surrounding,

~

Pinot 67 G Gz D@C Deliaeneia, some bottlers have taken a year out of the Venetia market and
sourced their IGP Pinot Grigio from the reliable but much smaller source of Sicily (with the intention of
switching back in 2017). Sicilian Pinot Grigio will thus be appearing on UK shelves imminently. Varietal high

guality wines from Sicily priced at EUR80150/hectolitre have sold well on the market.

KEY TAKEAWAYS S
- Ciatti Contacts
€ A" Wlyihgdcampaign has commenced slower Florian Ceschi
than expected. Prices are nearly competitive with T.+334 67 913532
Spain. The weakness of the postBrexit pound is E. Florian@ciatti.fr
squeezing the profitability of exports to the UK.

| dzZNINB y (i a |'(ElN3kRSEévE|NEFI)( NJA OA y 3

Vintage Variety Trend Vintage Variety Price Trend
2015 GenericWhite 0.32¢0.35 T 2015 Generic Red 0.32¢0.35 T
2015 Chardonnay 0.60¢ 0.85 T 2015 Cabernet Sauvignon | 0.60¢ 0.80 T
2015 Pinot Grigio 1.05¢ 1.15 T 2015 Merlot 0.55¢ 0.75 T
2015 Prosecco 2.50¢ 2.60 T 2015 Chianti 1.55¢ 1.80 T
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SOUTH ARICA

TIME ON TARGET
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2017 crop is likely to come in similar in size to the 2016 harvest, which was approximately 1.3 million
tons and itself down 6.7% on 2015. Tight water restrictions have been in place across many regions
of the country, especially the wine -growing areas within the Western Cape.

Prices in South Africa are stadily increasing on all wines for a combination of reasons. South Africa
is receiving more interest from potential new and some returning clients from around the world, including
from = among others . China, Russia, Germany, the US, and Canada. Some of the will be buyers who
traditionally source wine from other producer countries and who , due to the firm prices in those countries
and the difficulty in finding uncontracted wines there _ are seeking alternatives. South African pricing is
already increasingon current stock, especially on the most in-demand wines_ Cabernet, Merlot and generic
T+ 4. kC"V|lzll"i” N"o0Goal zI aW" | | " o+l £7 GI ¥ CGK:
2017 vintage for the same wines. A big contributing factor is of course still a weak Rand compared
especially to the US dollar, euro and even still the UK pound. Not many international buyers are making firm
contracts on 2017 wines yet, but there is growing momentum in interest for pre -harvest contracts as
realisation sets in regarding the price increases. The big domestic wholesale companies are doing their
customary annual pre-harvest contracts right now and this is expected to increase demand/interest for 2017
vintage wines even further. There is much expectation hat South Africa, with its attractive pricing and
expected relatively smaller 2017 production due to drought, will see its 2017 exports increase early, due to
the international situation, but right now most buyers are still yet to take a firm position, whi ch suggests
T+Az7Aqd =zi " ~o6Wzb"W 36l + dCzi K"d6+~ |l zoW b+ " bGA

Another reason for the increase in South African prices is sustainability. South African producers
have for the past 10 years received prices that have simply become unsustainablewhile pricing on citrus,
plums and table grapes yields net incomes between 10 and 30 times that of wine grapes in those bulk
regions which are not that much affected by the drought. Therefore, wine producers are putting real
pressure on wineries and cooperatives to increase grape prices, or they will uproot and plant these
alternative crops. Selling in Rand has also penalised South African sellers as the Rand price has not kept up
with international exchange rates.

The loading pace has quickened in recentmonths as contracted wines finally get shipped or have
been reallocated to new buyers who are shipping it quickly to create space for the 2017 crop. This year, bulk
exports were in-line with (or very slightly up from) last year until around August, when t hey began showing
3% yearon-year growth. Again, this export-growth has been mostly powered by Cabernet, Merlot,
Chardonnay, Sauvignon Blanc and the generic red and whites. The wineries are therefore not overly
concerned about 2016 carry-over stock getting in the way of the 2017 crush, and it may be that that by the
end of 2016 there will be a much lower level of uncontracted wine available in South Africa than anticipated
2-3 months ago. SEE NEXT PAGE FORRICES

KEY TAKEAWAYS
Prices are rising on all wines as buyers look to South

Africa as an alternative source for key bulk varietals and
generics. The loading pace has quickened since August,
and some unshipped wine has beenreallocated.
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Vintage Variety Price Trend Vintage Variety Price Trend
2016 Generic White 4.70¢5.35 T 2016 Generic Red 5.80¢ 6.60 T
2016 Chardonnay 6.70¢ 7.80 1) 2016 Cabernet Sauvignon |  7.00¢ 8.50 (1
2016 Sauvignon Blanc 6.80¢ 8.50 1) 2016 Ruby Cabernet 6.00¢ 6.50 T
2016 Chenin Blanc 5.30¢ 6.20 13 2016 Merlot 7.00¢ 8.50 s
2016 Muscat 5.75¢ 6.35 T 2016 Pinotage 6.60¢ 7.50 T
2016 Generic Rosé 4.70¢ 5.50 T 2016 Shiraz 6.90¢ 8.25 T
2016 Cultivar Rosé 5.70¢6.60 T 2016 Cinsaut 6.00¢ 6.30 T
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Winner of Vineyard & Winery Management
2016 Best Bulk Wine & Grape Suppliers
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AUSTRALIA

TIME ON TARGET

Assessment of the damage from the 11th
November storm when severe hail and
100km winds struck the Riverland and
Sunraysia growing regions _ has been finalised
and wineries are working t hrough their
estimated losses. Many of the vineyards
effected in the Sun raysia region were of tables
grapes; some 10-15% of the national
production was impacted.

Market activity has been strong in
particular for 2016 reds: Shiraz and Cabernet.
Ongoing Chinese interest has been favourable to
Australian suppliers as buyers continue to seek
mainstream red varieties from both commercial
and premium regions. Current vintage pricing
remains firm as auppliers wait for 2017 grape
pricing before commitments can be made on
volumes and long-term contracts.

After lengthy industry consultation, the
Australia government has announced the final
details regarding changes to the Wine
Equalisation Tax Rebate skbeme. Details include:

9 eligible producers must own 85% of the
grapes at the crusher used to make the
wine, and maintain ownership throughout
the wine making process;

i the Rebate is limited to branded packaged
wine, in a container not exceeding 5 litres
and branded with a registered trademark
for domestic retail sale;

1 the Rebate claims must be better linked to
the WET being paid,;

1 the new eligibility criteria will apply from
1st July 2018.The Rebate cap will be
reduced from AUD500,000 to
AUD350,000, effective from 1st July 2018;

i an additional top -up grant of AUD 100,000
is also available upon applicaton if cellar
doors exceed the AUD350,000 cap.The
money is to go towards wine tourism or
cellar door upgrades.

Accolade Wines has purchased Fine Wine
Partners, the premium wine business of Lion
(formally known as Lion Nathan) in a deal
rumoured to be worth AUD100 million. The deal
includes brands Petaluma, St Hallett, Stonier,
Croser, Knappsein and Tatachilla along with four
wineries, their inventory and vineyards. The
Aol 1 C"dg+ |l zdxd " q
CHAMP Private Equity seeks the interest of
potential investors via a roadshow planned this
month. The addition of the premium portfolio to
their listing is expected to increase the
attractiveness of the company for its Australian
Securities Exchange listing. The AU billion-plus
initial public offering is expected to be put
forward in early-mid 2017.

NEW ZEALAND

TIME ON TARGET
pC+ GaA" 1 K =zi
earthquake has been assessed and wine
industry experts estimate production losses at
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volume produced from the 2016 crush, this is

lzK " a"szi lz1 1 =71
impact on the wine industry has been to
storage tanks: it is estimated that 20% of tanks
were damaged to some degree. Repairs are
underway and will continue for many months.
It is hoped much of the repairs will be
complete before the 2017 vintage.

New Zealand exports to South Korea have
seen a significant increase in the first year of the
free trade agreement made between the two
nations. In the nine months since the FTA came
Gl Kz iz11 " hxy ~ "W |
exports to South Korea reached NZD449 million
in value, up 16% on the same period a year

earlier. The value of exports of New Zealandcher-
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-ries to South Korea, for example . previously
subject to a tariff of 24% . more than doubled
(+221%) to NZD4.3 million between January and
the end of September. The value of New Zealand
wine exports, meanwhile, rose 28% to NzZD1.9
million following the removal of a 15%
tariff. Butter exports were up 150% to NzZD12 Ciatti Contacts
million and cheese exports up 13% to NZD58 Matt Tydeman
million. In the year ending September, South SIS EEeE

) 3 + n " hJ+ vI ~ d ~ T- +61 8 8361 9600
tzl s 104 = “latgeswidods ™ d, E. matt@ciatti.com.au E. simone@ciatti.com.au
export market, worth NZD1.5 billion.
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AU & NZ KEY TAKEAWAYS
Current vintage pricing in Australia remains firm
as suppliers wait for 2017 grape pricing to be
known. Quake damage has fortunately been
dGl Ga"W 2zl k" "¢ d"1 Wbz

Vintage Variety Price Trend Vintage Variety Price Trend
NV Dry White 0.60¢ 0.75 T NV Dry Red 0.75¢ 0.90 T
2016 Chardonnay 0.85 1.00 T 2016 Cabernet Sauvignon| 1.00¢ 1.25 1S

2016 Sauvignon Blanc 0.90¢ 1.05 T 2016 Merlot 0.95¢ 1.10 T
2016 NZ Marlborough SB | NzD3.00; 3.80 Q@ 2016 Shiraz 1.00¢ 1.25 (1
2016 Pinot Gris 1.25¢ 145 13 2016 Muscat 0.75¢ 0.90 T

CHINA MARKETUPDATE

kCGl "~ d AzK"W " WI z Cz Wecludinh wikes, Tbéets tand Gilrilsz 1. Aegjistered strong
growth in both volume and value terms in the first 10 months of the year, according to the latest
figures released by the China Association for Imports and Export of Wine & Spirits.

From January to October, China imported over 1.8 billion litres of alcoholic beverages, worth
approximately USD3.5 billion, an increase of 35% in volume and 13.9% in valueon the same period last
year. pC + | z dotaldine imgorts grew by 18% year-on-year to about USD1.9 billion, while volumes
jumped 15.5% to approximately 505 million litres. Bottled wine imports dominated the majority of the
market and were measured at USD1.79 billion, a 19.3% increase on the sae period of 2015.

Bulk wine imports grew by 13.2% to USD83.5 million. Sparkling wines, on the other hand, saw a
decline in both volume and value. Total imports of sparkling wines from January to October fell by 2.4% to
10.57 million litres, while their total value saw a decline of 11.5% to USD45.88 million.

In terms of the origin countries for bottled wine imports, France dominated the market , sending
USD805 million worth of wine to China and accounting for 45% of the imported bottled wine market.
Together with Australia, the two countries control about 70% of the market share, followed by Chile, Spain,
Italy, the US, South Africa, Argentina, New Zealand, Portugal, Germany, Georgia and Canada.

k C G| Beér dmports totalled USD570 million, representing a 12.8% yearon-year growth, with
67 ad"1li K" FGl 6 KACx Wihe NetheglandsGhd Spdin. Spiatsifmoris(rringtite first 10
months stood at USD645 million, a 5.8% drop over the same period last year. Its volume decreased by 3.4%
to 45.6 million litres.
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BREW BOLD.,

BREW FEARLESS.

JOHNFEARLESS.COM

US craft beer volumes in 2016 grew by 8%
year-on-year to the end of the third quarter,
and growth is expected to come in at
approximately that figure for the full year.
This represents a drop from the double -digit
growth rates of previous years, and has led
some in the media to suggest the US craft beer

d"1F+xK Gd GI | x1 WGI = GK
is the rapidity of growth, which, at +7  -8%, still
represents a rate that is the envy of  probably

any other alcoholic beverage sect or. Beneath
the headline figure are some interesting
details that show that the craft beer industry is
evolving in areas that are true to what the
craft consumer wants: a local brew.

While the large, national craft beer brands
have experienced slower growth, local and
regional brands are doing extremely well. One of
the core tenets of the craft brew offering is
provenance: consumers possess loyalty to a leer
that is unique to their locality. Thus, a local or
regional brand can fall victim to the apparent
success of going nationwide, as by definition the
brand loses one of its main selling points. Moving
forward it will be interesting to see how local and
regional brewers _ riding the crest of the craft
wave keep their investors happy while retaining
a key attribute of their success.They may choose
to buy or establish a brand located elsewhere in
the US, and grow through building a portfolio of
regional brands, rather than risk weakening the
flagship label by going national with it.

Where and how craft beers are sold is also
changing. The US Brewers Association hastudied
statistics for the year to October, and discovered
that while craft beer sales in the US off-premise
(such as supermarkets, food and drug outlets etc.)
grew approximately 6% in that time, and sales in
the on-premise (bars and restaurants) declinedby
.7 T AbdaGget Wxd 67
"z KC) bT £y 11 d, " tVgetioer
providing approximately 55% of the overall 7-8%
volume growth in 2016.

(\g/q;[c)lh Nthgir bre_W%ry }1% situat(laig.

In California, for example, standard
brewing licenses enable the license holder to
possess a number of taproom locations supplied
by the one brewery. An increasing number of
brewers are harnessing this privilege to open
satellite taprooms and shops across the region in
3 his increases
G ility, “locks? it lotal loyal®y and buldz a |
following (firming -up the foundations for roll-out
into the local off-trade), and realises the highest
margin possible on retail sales. The taprooms and
shops offer on-A1 +d Gd+ | 1 Gl BGY+6 © _
" "WWzy A" Fx"y"idq _" zKC
as growlers and six and 12-packs.

With the continued rapid growth in the
number of US breweries, now well over 4,500, a
record , the number of brewery taprooms and
shops will rise, and help offset any slowdown in
traditional (and hard to accurately track) on-
premise sales, where beer must compete with
wine, spirits and cocktails, paticularly among
dGWW=+1 | G"Wq,, &K GCgogdgAGE")
reached approximately 460,000 barrels in Q2
2016, up from 150,000 in Q2 2014. In addition to
this highly local sales point, export to other
countries is also growing . forecast to be up by
over 10% in 2016.

John Fearless wishes all of itgpartners and
customers a Happy Christmas, and looks forward
to another exciting year for the craft beer in dustry
in 2017.

John Fearlesscan provide: aroma and bittering hops;
fruit purées; fruit and wine grape juice concentrate;
fresh wine grapes (during harvest); oak barrels
formerly used for wine, brandy, bourbon and rum.

Rob Bolch, CEO & Partner
T:+ 1800 288 5056 E:rob@johnfearless.com
www.johnfearless.com
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CONTACT US

ARGENTINA
Eduardo Conill
T. +54 261 420 3434
E.eduardo@ociatti.com.ar

AUSTRALIA / NEW ZEALAND
Matt Tydeman
Simone George
T.+61 8 8361 9600
E.matt@ciatti.com.au
E.simone@ciatti.com.au

CALIFORNIAIMPORT / EXPORT
CEQ; Greg Livengood
Steve Dorfman
T. +415 45&150
E.greg@ciatti.com
E.steve@ciatti.com

CALIFORNIADOMESTIC
T. +415 45%150
John Ciattg john@ciatti.com
Glenn Proctor, glenn@ciatti.com
John Whiteg johnw@ciatti.com
Chris Welclt chris@ciatti.com

CONCENTRATE
Greg MagGill
T. 559 977 4040
E: gregm@ciatti.com

CANADA & US CLIENTS
OUTSIDE OF CALIFORNIA
Dennis Schrapp
T. 905/3547878
E.dennis@ciatticanada.com

CHILE
Marco Adam
T. +56 2 2363 9206 or
T. +56 2 2363 9207
E. madam@ciattichile.cl

CHINA ASIA PACIFIC
SimoneGeorge
T. +61 8 8361 9600
E.simone@ociatti.com.au

FRANCEITALY
Florian Ceschi
T.+33 4 67 913532
E.Florian@ociatti.fr

GERMANY
ChristianJungbluth
T. +49 6531 9734 555
E.christian@ciatti.biz

SPAIN
Nicolas Pacouil
T.+33 4 67 913531
E.nicolas@ciatti.fr

UK / SCANDINAVIA / HOLLAND
Catherine Mendoza
T.+334 67 913533

E. catherine@ciatti.fr

SOUTH AFRICA
Vic Gentis
T. +27 21 880 2515
E: vic@ciatti.fr
_or_
Petré Morkel
T.+27 82 3388 123
E. petre@ciatti.co.za

JOHN FEARLESS CO.
CRAFT HOPS & PROVISIONS
CEO Rob Bolch
T.+ 1 800 288 5056
E rob@johnfearless.com
www.johnfearless.com
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