[image: image1.png]€0 B TURRENTINE Market Update

GRAPES & WINE




June 28, 2004  I  Volume 16, Number 3  I Copyright © 2004 Turrentine Brokerage I  Bill Turrentine, Editor

TAKE OFF 

I once read some research that showed that many companies really begin to prosper when they reach about 30 years old.  By that time, they have made the whole range of mistakes.  And, if they are still around, the companies have learned from those mistakes.  They usually have a base of loyal customers.  They have developed experienced employees, sound finances, steady suppliers and knowledgeable consultants.  They also have a mixture of new people with different experiences.  Many of these companies find that they can leverage their existing assets to achieve a new level of service for their clients.  

Our company is now 31 years old.  In the last few years – as depressed as the market has been – we have prospered.  A growing number of key clients have started calling us first with their grape and bulk wine needs.  Our grapes sales have doubled and then doubled again.  Most of our key employees have become owners.  

To reflect a new stage of vigorous maturity and leadership, we have redesigned our venerable logo.  Our famous über vine, the ultimate source of grapes and wine, has become the center of a seal of quality, quality based on experience and integrity.  Supporting the seal of quality is the Turrentine name, in fresh, bold type, reflecting our ability and ambition to serve your current and future needs.  Let us know how you like the logo – and let us know how you like the growing company it represents.  (For more on the logo, and the company that designed it for us, click on: http://www.turrentinebrokerage.com/content/newlogo ).
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HOG HEAVEN ON JULY 21st 

Harley-Davidson was eating dust.  Better-built imported motorcycles were blowing Harleys off the road.  A crack-up loomed in the near future.  But the Harley-Davidson folks responded in a balanced and thoughtful way.  They did not just try to play catch up with the successful imports.  They struck out on their own path by reaching out to their current and potential customers.  They figured out what various customer groups liked best about Harley-Davidson and they focused on those strengths while also correcting their weaknesses.  Most of all, they made the crucial shift from selling motorcycles to selling an experience with proven appeal to their customers.  As a consequence, they roared ahead to profitability and phenomenal customer loyalty.

The California wine business has the opportunity to do the same thing.  We can put on our own leather jackets, so to speak, accelerate the rate of sales growth, increase margins and make the California wine business solidly profitable again.  We just need to make that crucial transition from selling wine to identifying and selling the experiences that our various customer segments enjoy.  

On July 21st, the Great Awakening symposium is going for a ride.  We will explore how some of the most successful businesses in America – Harley-Davidson, Whole Foods, Marriott Hotels  – have connected with their customers and have excelled by selling an experience rather than just a product.  Change leaders from within the wine community will examine how the wine business can learn from these success stories to capture the hearts of our changing customers.  Real consumers will also weigh in, on video and in person, including the famous Wine Divas from New York City.  If you dare to envision great things for the wine business, and are ready to make it happen, you will not miss July 21st.  Contact Waunice Orchid or Kathy Archer at WineVision (call 707/255-9222 or e-mail admin@winevision.org or go to WWW.WineVision.org).

MARKET OBSERVATIONS 

The wine glass has definitely appeared less that half full, as we have all suffered through the depressive part of the wine business cycle.  Now the economy is slowly recovering and everyone is ready for optimism. And optimism we’ve got.  In fact, the market has improved maybe 10% over last year, but seller expectations have improved 100%.  This makes the brokerage business interesting, trying to bring buyers and sellers to agreement in a changing but still weak market. When folks have been losing money and the market starts to improve, it is easy to expect the market to jump all the way back to profitability.  But, while the wine business is moving in the right direction, it’s moving lethargically.  The grape and bulk wine markets had a slow descent from the manic conditions that peaked with the harvest of 1997.  This slow descent kept new plantings going in during 1998, 1999 and even 2000.  These new plantings, so late in the cycle, have hampered the current recovery.  Ferocious international competition is also a drag on recovery.  

The San Joaquin Valley got whipsawed during the last cycle.  First, many consumers traded upscale during the boom years of 1994 through 1999, leaving many San Joaquin Valley wines behind even while the business as a whole soared.  In 2000, when many acres of new plantings kicked in and the economy headed south, most California wineries were still clinging to fantasies of maintaining high margins.  Connie & Conrad Consumer shifted their focus to value but most wine companies were still trying – and failing - to introduce over $10/bottle brands.  Grape prices in the San Joaquin Valley fell well below farming costs.  This resulted in massive removals.  Two Buck Chuck took advantage of those bargain grapes and also helped to create the conditions for the market to turn around.  Now demand has caught up with diminishing supply, at least for many varieties, such as White Zinfandel, Muscat varieties, French Colombard, and Chenin Blanc.  Chardonnay is doing pretty well, especially in the Northern Interior.  Cabernet Sauvignon, the king of grape varieties, is the cheapest black grape on the market.  

The Central Coast has it own whipsaw problem, not as severe as the one which caught the Central Valley, but difficult nevertheless, especially with new bearing acres still coming in.  Some former buyers of Central Coast fruit are protecting their price points by restricting their brands to Napa or Sonoma.  Other Central Coast buyers are reducing their costs by sourcing fruit from the Northern Interior.  We expect some improvement on the Central Coast this year, but the grape market has been developing slowly for the big acres of Chardonnay and Cabernet Sauvignon.  Merlot has been in steady demand.  White Riesling, which no one has anymore, is hot. White Zinfandel is also strong.

Mendocino County and Lake County are showing some improvement over last year but there is still plenty of fruit looking for a home.  The Foothills and Solano County are both in a similar situation.

Sonoma has been rocking and rolling on Russian River Chardonnay and Pinot Noir and showing some limited action on most other varieties.  Napa Valley has been extremely busy, especially for Cabernet Sauvignon and Carneros Chardonnay.  More fruit is now available on the spot market in Napa Valley than there has been in maybe ten years.  But there are many buyers as well.  The market for very high-end fruit has softened.  But there are buyers at all price points and we are moving big volumes of grapes as well as some small lots at platinum prices.  

Many wineries have delayed bulk wine decisions but now need to finalize blends.  This has been our best June ever for bulk wine sales.  Even though there are many lots of wine that are not receiving any offers, there are some varieties and appellations that have both a good supply and plenty of demand – the best combination for making deals.  The hottest items have been:  Napa 2002 and 2003 Cabernet Sauvignon, Russian River Chardonnay and Pinot Noir, White Zinfandel, Pinot Grigio, White Riesling.

THE SAN DIEGO ZOO (aka ASEV)

Erica Moyer, Michael Robichaud and Steve Fredricks are holding forth in the southland this year.  Booth 611 is the sweet spot.  Catch the skinny on the market and ask for sneak preview of our new web site.  And get the first shot at our ever-popular crop contest.

SUISUN VALLEY
Suisun Valley is the lost corner of the famous North Coast Viticultural appellation.  It is warm in the North, where it abuts the most famous appellation in the country.  It is cool and foggy in the south, where it approaches San Pablo Bay.  A progressive growers’ group is trying to bring the whole region out of the fog of obscurity.  We have sold fruit from Suisun Valley to premium North Coast brands for many years.  And they keep coming back for more.  Give us a call to learn more about grapes from Suisun Valley.

WINNERS GALORE – CROP CONTEST 

It is a star-studded cast of wine business leaders that won our 2003 contest, including Craig Rous, Bear Creek, Tom Smith & Doug Wilson, E & J Gallo, Andy Bledsoe & DeWitt Garlock, Robert Mondavi, Sam Balakian, SVP Winery, Dan Kleck, Central Coast Wine Services, Chris Smith, Bogle Vineyards, Bud Bradley & Gale Sysock, Delicato, Jerry Chong, Allied Domecq, Kian Tavakoli, Clos du Val, David Dobson, Rutherford Hill, Karen Ernsberger, Benziger, Rick Aldine & Gloria Mercado-Martin, Domaine Chandon, Pat Henderson, Kenwood, Larry Brink, Arroyo Seco Vineyards, Mike McGrath, Conn Creek, Bill Stokes, Stokes Vineyards and Matt Ciaschini, Silverado Premium Properties.  

MARKET OPPORTUNITIES

It’s crunch time.  Equipment needs to be readied and supplies ordered.  Wine blends need to be put to bed in bottle or barrel.  Grape contracts need to be signed.  Ready or not, the crush is coming.  Give us a call as soon as possible with your needs and what you still have for sale.  For the wine business’ most extensive and up-to-date list of quality wine grapes and wines in bulk, visit our web site: www.turrentinebrokerage.com.  

Needed:    White Riesling grapes or wine, all appellations. 

Needed:    2002 Alexander Valley Cabernet Sauvignon; 2002 & 2003 Napa Valley Cabernet Sauvignon. 

Needed:    Merlot 2003, ripe fruit character, 30,000 gallons.

Needed:    Central Coast Viognier grapes.  

Available:  Napa Valley Merlot 2001, 32,2000 gal; Napa Valley Chardonnay 2002, 20,000 gal.  Must move.

Available:  Santa Clara, Central Coast, Chardonnay, clone 96 & Robert Young, 250 tons.  

Available:  High quality custom-crush services available, Sonoma Co., Mendocino Co., Central Coast.

Available:  Old vine Zinfandel, some blocks planted in 1886, Lake Co.  
Our famous über vine, the ultimate source of grapes and wine, has become the center of a seal of quality, quality based on experience and integrity.  
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