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BUYER’S MARKET ____________________________________________________

Last year it was a buyer’s market for grapes and wines in bulk.  But it was an unusual buyer’s market, a buyer’s market with no buyers.  A buyer’s market, of course, can be tough on sellers.  But a buyer’s market without buyers is not only tough on sellers, it’s also tough on brokers (pinochle anyone?). 

This year, it’s a buyer’s market for grapes and wines in bulk.  But this year, we’ve got buyers – and God bless every one of them.  We don’t have enough buyers for all of the grapes and wines looking for a home.  And many of the buyers we do have are moving slowly. But at least we do have legitimate buyers buying legitimate grapes and legitimate wine and generating legitimate commissions that pay legitimate bills.  In fact, the first quarter of 2003 was very good for us, the second best in our 30-year history.  Part of that comes from growth in market share (thank you), but much of it is growth in overall sales activity.

So, how do we characterize this buyer’s market?  It is a wrestling match between negative and positive forces. Right now, the negative force is on top.  But the positive force is starting to make some moves.
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Negative
 

Positive

Overall sales growth is slow for U.S. wines


Charles Shaw is draining the San Joaquin excess

Imports still growing fast in the U.S. market


Some California brands growing fast too

Substantial excess of Cabernet wine & grapes

Chardonnay, Merlot moving toward balance

Many brands still carrying excess inventories

Inventories generally lower than last year

Distributor and retailer concentration



Dollar weaker, exports up

Very conservative lenders and investors


If economy improves, effect will be immediate 

Luxury class wine sales slow, production up


Selection affords opportunity for superb quality
TRADES  &  BARTER _________________

Difficult markets require creative thinking.  Trades are one creative way to move product in a difficult market.  We have done a number of trades recently.  For example, we arranged a trade of Napa Cabernet Sauvignon and Merlot in return for Sonoma County Chardonnay.  Trades allow wineries to balance inventories in a slow moving market.  Trades can help wineries avoid taking big losses that may result from a cash sale. The limiting factor with trades is that we must find two parties who each have an excess of something the other party can use.  If you have grapes or wine you need to move, and there are other varieties or appellations of grapes or wine that you could possibly use, contact us about potential trades.

To open up possibilities beyond straight trades, we step into the realm of barter.  How does barter work?  Imagine a radio station that has unsold advertising slots.  If they don’t get those slots sold, the slots have zero value.  But if the station sells some slots at a huge discount, clients paying standard rates will be outraged.  So the station trades the slots to a barter company for printing and travel and other necessities that the barter company is also able to acquire via trade. The barter company can then trade the radio slots to a winery in return for excess case goods or bulk wine inventory that needs to move.  The winery can often obtain its regular f.o.b. prices for these slow-moving items rather than taking a severe discount for a cash sale.  Barter companies purchase these inventories with Trade Credits that can be used towards all kinds of advertising, travel, printing, and other business products and services.  

We have been working with a new barter company that specializes in the wine business.  Their goal is to provide Trade Credits that wineries can really use and they are willing to work with smaller transaction sizes than the big barter companies. This new company has provided Trade Credits for a few unusual items, like bottling services, freight, DSL/T1 lines and promotional products in addition to the standard advertising, printing services and travel. Give us a call or an e-mail if you would like to learn more about moving product with barter.  We need to know what inventory you want to move (case goods and bulk wine, possibly grapes or barrels), any restrictions on where your inventory can be sold and what kinds of things (advertising, travel, printing, etc.) you purchase in significant dollar amounts.

EXECUTIVE  SUMMARY____________________________________________

The market for wine in bulk has been chugging along, still fueled mostly by 2001 red wine but slowly turning to a consideration of 2002 reds and whites.  The grape market is continuing its winter hibernation on into spring.  A few grape buyers are cherry-picking the market but most are waiting to gauge crop size after the crop has set.  A light crop this year would be a blessing.  

Chardonnay sales are slow but there is significantly less supply than last year.  Prices for 2002 vintage are in the $2.00 to $4.00 range for California appellation 2002 Chardonnay; $3.00 to $7.00 for Central and North Coast; and $5.00 to $10.00 for Napa and Sonoma Chardonnay.  We have put together a few Chardonnay grape sales, mostly in Russian River and Carneros.  

Napa Valley Cabernet Sauvignon actually moves pretty well, at least if it is good. 2001 Napa Valley Cabernet has been mostly $10 to $18, but reserve lots can still jump up to $20 or more.  Not much 2002 has been sold so far.  Sonoma Cabernet Sauvignon 2001 is not as active as Napa but we have completed some sales in the $8.00 to $14.00 range. Central and North Coast 2001 Cabernet Sauvignon has been mostly $4.00 to $8.00.   A few California appellation Cabernet Sauvignon sales, both 2001 and 2002, have been in the $1.50 to $4.00 range.  Except for a few package deals and also for some high end Napa fruit, the Cabernet Sauvignon grape market is moving at glacial speed.  

Multiple buyers have been active on 2001 Merlot.  Prices have ranged from $2.50 to $4.00 for good California appellation wines; North and Central Coast 2001 Merlot has been going for $5.00 to $9.00.  Napa and Sonoma Merlot sales have been slow in the $8.00 to $16.00 range.  The action is starting to slow down on 2001 and a few buyers are starting to look at 2002 Merlots.  The grape market has been active, especially for re-signing of purchases from previous years. 

Case good sales of Syrah have been growing fast but production may be growing faster.  The bulk market is slow, with good California appellation Syrah mostly $2.50 to $5.00; Central and North Coast Syrah mostly $4.00 to $6.00 and Napa and Sonoma Syrah mostly $7.00 to $12.00.  Very few tons of Syrah have been contracted for 2003 except for re-signing of previous agreements and a few package deals.  

Bulk sales of Pinot Noir have bumped along, mostly from the 2001 vintage but with a few 2002 lots thrown in.  Pinot Noir buyers, as always, are complaining about the quality of wines available and may be pushed into purchasing 2002 wine and 2003 grapes in order to get a better selection.  Bulk prices have ranged from a low of $3.00 to a high of $14.00, depending on quality and appellation.  

It is already late for Sauvignon Blanc.  Most brands have scheduled bottling runs.  We have seen activity in the $2.50 to $3.50 range for California appellation; $3.50 to $5.00 for North and Central Coast and $4.50 to $9.00 for Napa and Sonoma.  Buyers have locked up grapes in Monterey and other cool regions.  

MARKET OPPORTUNITIES

Now is the time to call Connie at our office with your grape listings – both tonnage you would like to sell and grapes you expect to need.  Also, remember to check our website: www.grapes-wine.com, which lists available bulk wine and grapes.  

Needed:    White Riesling 2003 juice, 1 – 3 truckloads, cool climate, California, Oregon or Washington.

Needed:    Napa Valley Cabernet Sauvignon grapes for the 2003 vintage, top quality especially.  Also 

      2001 Napa Valley Cabernet Sauvignon wine, multiple truckloads.

Needed:    Merlot, Sonoma Co, 2001, truckload plus.

Needed:    Case good close-outs, two or three pallets, all varieties, must be good wine.  Also high-end 

      unlabeled case goods for private label.    

Needed:    Pinot Noir Russian River 2002 wine and 2003 grapes.

Needed:    Syrah 2002 Sierra Foothills, 6,000 gallons.

Needed:    Oregon Pinot Gris, 2002, 12,000 gallons.  Also multiple buyers for California Pinot Grigio 

                  grapes and wine in bulk.  

Needed:    Chenin Blanc, high quality, 2002 California, multiple buyers. 

Available:  Petite Sirah 2001 Monterey Co., 11,000 gallons; 2001 Lodi, 26,000 gallons. 

Available:  Petit Verdot, 2000 Alexander Valley, 2,200 gallons; 2001 California, 2,900 gallons.

Available:  Syrah, 2001 Sonoma Co., 11,000 gallons; 2002 Sonoma Co., 48,000 gallons; 2002 Monterey 

       Co., 27,000 gallons.

Available:  Zinfandel, 2002 Russian River, 10,000 gallons; 2002 Amador Co., 24,000 gallons.

Available: White Zinfandel 2002, 25,000 gallons.

Available:  Sonoma Co. grapes for 2003, old vine, hillside Zinfandel.  Also Syrah & Cabernet Sauvignon.  
       High end Sonoma Valley Merlot.
  
Available:  Delta grapes for 2003: Petite Sirah, Merlot, Viognier, Sauvignon Blanc, Chardonnay, 

       Cabernet Sauvignon.

Available:  Barbera grapes, Lodi, 80 tons, wine from these grapes has won a double gold medal.
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