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ACROSS THE DITCH

J ust when the US claims the position as the 
world’s largest wine market with 330 million 
cases consumed last year – a market forecast 
to be New Zealand’s biggest opportunity for 

Pinot Noir exports – the NZD/USD exchange rate 
hits crisis point. Soaring 75% from a 0.49 exchange 
rate in March 2009, the Kiwi reached .86 at the  
end of July. Yes our currency has officially reached 
nosebleed heights against the greenback and 
exporters are facing the consequences. In fact the 
Kiwi has ‘outperformed’ all of its 16 most-traded 
currency peers and has even surged 8% against 
Australia’s currency since the beginning of  
March. With NZ’s biggest trading partners being  
the UK, Australia, then the US, these rampant 
currency fluctuations are creating serious fiscal 
pain for exporters.

Added to the exchange rate woes, the 2011 
harvest was an unexpected 328,000 tonnes with 23% 
more grapes picked than the previous year despite 
more modest forecasts. Spin doctoring positioned 
this increase as a response to higher wine sales over 
the preceding year (11% higher to be exact) and the 
subsequent need “to rebuild inventory and to 
support current and future sales”, according to 
Philip Gregan, CEO of New Zealand Winegrowers 
(NZW). With predictions of 7% sales growth over the 
coming year (ending June 2012), Gregan still 
believes wineries can proceed with “cautious 
optimism”. However he says, “Profitability levels 
remain an ongoing concern and recovery of winery 
and grower incomes should be a focus for all 
industry participants in the year ahead.” 

IT’S ONE OF THE TOUGHEST TIMES FOR THE NEW 

ZEALAND WINE INDUSTRY WITH PRODUCTION 

EXCESSES AND MARKET DYNAMICS CREATING RISKY 

AND VOLATILE TRADING CONDITIONS. WHILE MOST 

WINE NATIONS WOULD CONSIDER IT A BEAR 

MARKET FOR SELLING WINE, NZ IS STILL BULLISH 

ABOUT ITS LIQUID ASSETS AND SEEMS BETTER 

PLACED THAN MOST FOR A STRONG RECOVERY.  

IN THE FIRST OF THIS TWO-PART FEATURE MISHA 

WILKINSON REPORTS ON THE BIENNIAL NEW 

ZEALAND WINE EXPORTERS’ FORUM HELD RECENTLY 

IN BLENHEIM, MARLBOROUGH, AND THE 

OPPORTUNITIES THAT LAY AHEAD FOR NZ WINE. 

Global consumer concerns
With tricky trading and increased inventory, NZ 
wineries were keen to hear the latest global 
consumer insights from Michael Walton, executive 
director for Consumer/Business Intelligence for 
Nielsen Pacific, who was a speaker at the 
Exporters Forum. Walton, whose oratory skills 
could make even a bank statement sound rivetting, 
compared findings from the UK, US, Australia and 
NZ and it was no surprise that the biggest 
consumer concern in three of the markets was the 
economy, with petrol prices coming in second. 
Only in Australia was the focus somewhat 
different. Utility bills topped the Aussies’ issue list 
and oddly in second spot was a concern about their 
“work/life balance”. It naturally followed that only 
20% of them thought they were in a recession (with 
most believing it would be over soon), whereas in 
other markets more like 80% believed they were in 
a recession. As Walton undeniably concluded, 
“Aussies are feeling pretty relaxed at the moment.” 

In the UK and NZ 30% of consumers have cut 
spending and are now buying cheaper brands of 
alcohol. In Australia it’s 24% – slightly higher than 
the one in five who thinks they’re briefly in 
recession, but they are open to daily seduction with 
that vast array of supermarket-owned brands. 
Surprisingly in the US only 12% of consumers have 
cut down alcohol or bought cheaper brands and 
that’s a market that’s just recorded 18 consecutive 
years of increasing wine consumption – just a pity 
their currency isn’t worth much anymore. 

On the topic of sustainability, about 60% of 
respondents across all markets believe it’s important 
that companies are sustainable in their practices and 
more than 70% in all markets think it’s important 
that companies are actually improving the 
environment by implementing sustainable programs. 
Given NZ now has 95% of both vineyard area and 
vineyard production that is sustainable, (with a plan 
to reach 100% by 2012), it has taken a leading 
position and one that should be leveraged. NZ wine 
already attracts a price premium and it’s not likely 
that it could increase returns with consumers paying 
even more for their ‘green chip’ premium wine, but 
it certainly helps to put a hold on price slippage, it 
eliminates barriers for purchase, makes NZ more 
accountable, and hopefully that all adds up to some 
good dividends down the track. 

Walton’s findings on the types of information 
sources consumers used and trusted were very 
enlightening. As you would expect, only small 
percentages of people trusted ads in online search 
engines, with a third of consumers trusting 
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newspaper editorial content and branded website 
information, but around half of consumers 
interviewed said they trusted online consumer 
reviews. It was no surprise that around 75% across 
all four markets trusted recommendations from 
friends but it was interesting that the same 
percentage across all markets confirmed they were 
using a social network of some type. 

The fact that NZ still holds a relative price 
premium positioning in all markets is positive news 
for exporters. In the UK, NZ wine commands a 30% 
price premium over average wine prices and in the 
US it’s more than 70%. Even in Australia, NZ wine 
attracts a 20% price premium. Walton does report 
that there is some significant price compression 
going on in Australia and NZ due to the promotional 
activity by supermarkets and he also warns of daily 
deal websites such as Catch of the Day and 
Everydaypromos.com.au which were also starting to 
tap into wine market margins. But Australians will 
be excited to hear that Walton says, “There are 
definitely volume upsides in Australia with some key 
demographics yet to be ‘hooked onto NZ Sauvignon 
Blanc’, especially with the older generation.”

NZ’s current positioning in the UK and US 
market seems to be an excellent springboard with 
Walton seeing good price premium positioning and 
potential upside from new consumer groups (21-35 
year olds – the so-called Millennials). He also 
believes that demographics are on our side in all 
markets! “We are ageing and at present this tends 
to drive consumption to wine and it just depends 
on whether our growing health risks temper this 
growth in older spending power,” he explained. 

US wine market
Some of the new insights into the market are that 
US wine consumers are aligning closely to 
emerging channels and although only a fraction of 
wine is currently sold online, it’s still the fastest 
growing channel for wine. Walton forecasts 
phenomenal growth in the e-commerce channel in 
the next five years. On sites like wine.com, which 
sells two million bottles, 27% growth was recorded 
in the past 12 months (sales to end of May 2011). 
The most interesting fact about this channel is that 
52% of sales were imported wines versus the 
market average of 28%, so it’s a good channel even 
though NZ still only represents 2% of their total 
sales volume (with Australia at 9%). The big winner 
is France with 17.7% of their sales, which is almost 
eight times higher than the percentage of French 
wine sold through other retail channels. Walton 
explains that is largely to do with the French 
“buzz” that is ahead of any other country, and by 
buzz he’s talking about the online information and 
chat about French wine in the US. “New Zealand 
doesn’t get its fair share of online buzz, so there’s a 
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big opportunity to increase an online presence in 
the US,” said Walton. Part of the problem is the 
slow rate of adoption of social media by NZ 
wineries – but that’s a whole topic on its own!

Out of the 224 million US adult population, just 
77 million are effectively wine drinkers. Although 
the Baby Boomer generation (47-65 year olds) are 
the biggest group of wine drinkers currently, it’s 
the Millennials and Gen X segments that are driving 
the growth of the market. And it’s the online 
channels where they’re more likely to look for wine 
information and also to purchase. (And by the way, 
don’t forget there are still 88 million non-drinkers 
to convert!). 

Chuck Hayward, a trader of Australian/NZ stocks 
as wine buyer at the large US internet wine retailer JJ 
Buckley, talked to conference attendees about the 
importance of combining passion with both 
knowledge and information when selling wine. 
Hayward talked about the benefits of physically 
getting people to NZ, but also warned, “It’s like sex – 
one experience isn’t enough to become an expert.” 
But you can hedge your bets and take short term 
actions that also will yield good results. “Pulling 
corks and twisting caps is one of the most effective 
ways of selling wine in the US,” he said, urging 
wineries not to skimp on sample allocations. 
Hayward also advised people to think about the “face 
value” opportunity on back labels. “Provide some 
information, reveal something about your history or 
your vineyard – it’s important to find a way that lets 
your customers connect with you,” he said.

 
Take outs
As we know, price premiums work when you have 
stories that resonate with an audience and in 
markets with weak consumer confidence, buyers 
are increasingly savvy in their shopping habits. 
There’s never been a better time (or a more 
pressing time) to tell NZ’s wine stories. Wine is still 
seen as an excellent and affordable indulgence for 
many, especially those curbing out of home 
entertainment costs in favour of staying at home or 
‘cocooning’ as it’s termed. Although the retail 
sector is focusing on price above all else, 
connection points are fast changing with online 
networks and trading sites being the new favoured 
pathways for wine sales. And as Hayward reminds 
us, “We are now selling wine in the internet era.” 

If there was ever a time to leverage one’s  
website with a total revamp, up the ante in the PR 
stakes to share those stories and get fully engaged 
in social media, this is it. It’s not an option – it’s a 
market necessity.

• Part 2 next month.

MISHA WILKINSON owns Misha’s Vineyard 
Wines in NZ. Email misha@mishasvineyard.com

A n off the shelf concept purchased by Phil 
Gartner from Coonawarra, the Terramoré 
label was the perfect solution for his 
branding requirements. After not being able 

to achieve a fair price for his premium grapes, Phil 
approached Just Add Wine to assist him in setting 
up a new premium Coonawarra brand.

While selling wine can sometimes be just as hard 
as selling grapes, the label design, with a strong story 
and brand idea is paramount in making a new 
product stand tall in today’s market. The Terramoré 
name was derived from two words, Terroir and 
Amoré, which is Italian for love. With the Coonawarra 
famous for its rich terroir, responsible for producing 
amazing wines which many of us love, the graphics 
communicate this love of the region with a heart 
graphic made of rich red Coonawarra earth.

As part of Terramoré’s brand growth, Just Add 
Wine also created a lower tier range, initially for the 

Chinese market. Pure @ Heart complements the 
Terramoré label by using its own distinct heart 
graphic, this time in the form of a leaf. It’s a less 
obvious and more interesting sub-brand idea, rather 
than the common approach of creating a less 
premium looking label on a shorter bottle. The two 
concepts are linked by a natural heart mark with Pure 
@ Heart incorporating a more playful type treatment, 
endorsed with a ‘by Terramoré’ brand stamp. All 
point of sale and marketing material was also created 
by Just Add Wine including website and print ads. 

Just Add Wine is celebrating 20 years of 
developing iconic Aussie and global wine brands. 

Terramoré Shiraz recently won gold and was 
adjudged Australia’s Best Shiraz at the Royal 
Queensland Wine Show, the $20 wine outclassing 
wines retailing at up to $175.

• Email brands@justaddwine.com.au or visit 
www.justaddwine.com.au


