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Wine Intelligence market classification

Based on the Wine
Intelligence market
classification system:
China is an emerging
wine market

Per capita consumption
of wine in China is
growing quickly from a
low base
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The Chinese wine market is growing at an

iine

intelligence

unprecedented pace

= In the past five years,
consumption of imported
wine has grown rapidly,
albeit from a small base,
in China

= The compound growth
rate of imported wine is
more than 60%

Imported wine in
Volume compound ‘ 1%
Annual Growth Rate
(2006-2010) l

% 4 o

[

0.1% 64% 2% 4%

Source: ©IWSR 2011
*CAGR by volume ‘06-"10 of total still light wine of China, South Korea, Japan, UK and USA 3
**CAGR by volume ‘06-10 of imported still light wine of China, South Korea, Japan, UK and USA
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China’s wine drinking population is still relatively

small, weighted towards Tier 1 cities

1.34 billion people in China’

335 million aged 18-491 living in cities

= The target wine drinking
population is defined as
follows:

= Urban dweller
= Aged between 18-49

= Earn 4000
RMB/month or more

= Drinks imported wine

TIER 1 CITIES OTHER CITIES

295 million urban population aged
18-49 in other urban areas’

40 million urban population aged 18-49 in
Beijing, Shanghai & Guangzhou'

at least twice a year

Wine Intelligence runs
regular surveys with wine
drinkers in 6 cities: three
Tier 1 cities (Beijing,
Shanghai, Guangzhou)
and three Tier 2 cities
(Wuhan, Chengdu,
Shenyang)

Tier 1 cities are still the
most important internal
markets in terms of total
volume and wine
consumption trends

However, Tier 2 cities are
of increasing interest, in
particular for volume
growth potential

i 10%2

30 million upper-middle class?
aged 18-49 in other urban areas

i 45%2

18 million upper-middle class3 aged 18-49
in Beijing, Shanghai & Guangzhou

B 65%2 B 70%2
$ $

12 million wine drinkers in Beijing, 21 million wine drinkers in other
Shanghai & Guangzhou urban areas

i 68%2

8.2 million imported wine drinkers who
drink at least twice a year in Beijing,
Shanghai & Guangzhou

i 52%2

10.7 million imported wine
drinkers who drink at least twice a
year in other urban areas

19 million urban upper-middle class imported wine drinkers in China

Sources:

1. National Bureau of Statistics of China, 2011 China census

2. Wine Intelligence CATI calibration survey 2011, n=1,551 imported wine drinkers n Beijing, Shanghai ,Guangzhou, Chengdu, Shenyang, Wuhan
3. Personal monthly income > 4,000 RMB
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What motivates Chinese drinkers to consume wine? ‘“”’f.

= The perceived health
benefit is the most
important motivation for
drinking wine for Chinese
consumers. When asked
“why do you drink grape-
based wine?”, 94% of
respondents quoted
“grape-based wine is good
for my health”, 93% chose
“It helps to create a relaxed
and friendly atmosphere”
and 81% believes that
drinking wine makes
people modern and
sophisticated

- While health and fashion Hea Ithy Fashionable

have been important in

driving consumption in the

past decade, long-term 94% 81 % 93%

growth will need to rely on Good for my Fashionable & Helps to create a
wine becoming an integral .

part of social interactions health modern drink warm atmosphere
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Source: Wine Intelligence, Vinitrac® China, Nov. 2011, n>1,000, Chinese urban upper middle class imported wine drinkers



Brands help Chinese consumers to choose wine ””f.

When it comes to wine in
China, brands are one of
the most important cues
influencing the wine buying
decision

Consumers look for brands
both in the off-trade and
on-trade

Like it or not, | think China is very much a ‘brand market’ — be
it wines, or Rolex, or Nike, or Audi — so the Chinese customers
very much follow brands. They like to find a brand and feel
comfortable and confident with it.

National importer-distributor-retailer, North China and Beijing

Top 5 important choice cues

% who selected the following element the most important choice cues when buying wine
Base: All Chinese imported wine drinkers (n=1,002) '

Off-trade

Quality indicators (medals/awards,
Reserve, Chateau)

L
vinitrac¥
On-trade

Where the wine comes from in the

0,
Abrand | am aware of _ 15% menu 18%

Grape variety
The country of origin

The region of origin

13% Grape variatels 15%

12% Food matching 12%

Recommendation from who dine

0,
10% with me 9%

6

Source: Wine Intelligence, Vinitrac® China, May 2012, n=1,002, Chinese urban upper middle class imported wine drinkers



How would you choose your perfect Japanese sake?

Imagine that you are in a
Japanese restaurant and
trying to order a sake. How
would you choose the sake
based on the menu shown
here?

For people who know little
Japanese, when there is
no frame of reference, it is
close to impossible to
choose a Japanese sake
of one’s liking based on a
menu listing
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How would you choose your perfect Japanese sake? UJ”’:.

= |f pictures of the sakes
were shown, would this
help you make your
choice?

= The decision as to which
bottle to buy, based on the
label design, is also
difficult, typically relying on
your taste in label design
rather than taste of the
product itself
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How would you choose your perfect French wine?

Imagine that you looking at
a French wine list (as
shown on the right), trying
to order a bottle of French
wine. How would you
choose your perfect
French wine?

For many people, e.g.
mainstream Chinese wine
drinkers who speak little
French, it could be difficult
to choose which wine to
buy

The difference between
this list and the list of sakes
is that this list shows prices
- how does that influence
the decision?

The decision to pick a
French wine could possibly
become easier if the price
is shown, giving some
indication of expected
quality

Blanc

L'ame du terroir pinot Blanc 75cl

Région: Alsace

Blason de Bourgogne 2009

Région: Chablis

Domaine De Moor Réversiblité A.O.C. Bourgogne Aligoté
Région: Bourgogne

Rouge

La Vieille Ferme 2010 Cbétes du Ventoux
Région: Rhéne

Les Canonnieres 2010

Région: Languedoc-Roussillon

Chéateau Crusquet de Lagarcie 2007
Région: Bordeaux
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$5.99
$8.99

$15.00

$5.59
$10.99

$13.00
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How would you choose your perfect French wine? Ul.e.

Imagine that you are
standing in front of a wine
shelf with wines and price
tags shown (as shown on
the right), how would you
choose your perfect
French wine? How difficult
do you find it to choose
which wine to buy?

GRAND CRU CLA EN 1855
y‘sf.
—

ol
C

e

CALVET

"HATEAU

BLASON AUSNERS

CANTEMERLE

— HAL

Caareay La Lacuse
HAUT-MEDOC
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How would you choose your perfect olive oil?

Let us jump out of the wine
category. Imagine that we
are going to choose a
bottle of olive oil. With the
description and price given
on the list (as shown on the
right), how would you
make your purchase
decision?

Since typically mainstream
Chinese consumers do not
speak Spanish and are
relatively less involved in
the olive oil category, it is
still very difficult for them to
choose a perfect olive all,
even with the price and
description given
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Menu de Aceites de Oliva  Precio botella 37
Pais de origen “Espafia”

Elegante y vibrante, aceite de tonos verdosos dorados
que equilibra a la perfeccion los matices frutales del
zumo de la aceituna y es ideal para alifiar tu
ensalada o prueba a tomarlo solo sobre una rebanada

de pan

Directamente zumo de aceituna, ideal para alifiar
ensaladas o sobre pasta

Color oro brillante, delicado y un punto picante con
una acidez baja de 0,2 °.

. Tonos amargos y picantes sutiles, en crudo vy
ensaladas alcanza la perfeccion

** Todos los aceite incluidos son virgen extra

cl(€)
18 €




How would you choose your perfect olive oil? ‘””’f:

= Let us make the question
easier: Now, the bottles
and price tags are shown,
how would you choose
your perfect olive oil? How
difficult is it for you to make
the decision? What would
help you to choose?

= Because of the difficulties
for the consumer in making
purchase decisions, it is
important for retailers and
distributors to understand
consumer behaviours and
focus on branding
strategies

TERRASANA |
ACEITE DE OLIVA EX‘RA VIREEN

e
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Steps to get
branding right
for wine in China



Step 1 - Optimising naming in Chinese

A wide variety of translations
are currently in use in the
Chinese market. For instance,
there are at least five different
Chinese translations of Pinot
Noir

Western brand names can be
translated into Chinese in a
variety of ways: literal,
phonetic, or a combination of
both. Each translation has a
wide range of possibilities,
which can cause confusion
among consumers

When translating Western
brand names, it is important to
note how well the connotation
conveyed by the original
brand name matches the
connotation conveyed by the
translation

Translation also causes
problems for some sparkling
wine types like Prosecco and
Lambrusco, which are easily
pronounced in English / Italian
but very difficult to pronounce
in Chinese

Another important aspect that
is usually overlooked is the
legality of the Chinese brand
name. ltis crucial to legally
register the Chinese brand
name through the Chinese
trademark authority

Pinot Noir
Chinese translations:

KRG IRAemiE
RiGE J/EiE

BTN

=
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N
-
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Chateau Haut-Brion

Chinese translations:
AN ESSE =
=HE

Cotes du Rhone
Chinese translations:

Bfif Al A Hh = ;W /EJI//:[\

Prosecco
Chinese translation:

FERFERE AN E#EE

Lambrusco
Chinese translation:
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Step 2 - Identifying the impact of label design on THE L

Chinese wine consumers "

= 40 Chinese drinkers of
imported wine were
interviewed in March and
April of 2012 in Beijing and
Shanghai and they were
asked to classify and
categorise 38 wine labels,
based on style of label
design

= Consumers typically
identified 8 distinct label
categories. Using these
results, we teamed up with
wine label design agency
Amphora, who designed 8
labels that best represent
each of these label style
categories

= In order to avoid the impact
of name, grape variety and
vintage all bespoke label
designs used consistent
wine and brand information

Examples of wine labels used in research

MONTES ALPHX
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| il
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Step 2 - Identifying the impact of label design on

Chinese wine consumers

For mainstream
consumers, the key
differentiator between
labels is whether a label
feels “traditional” or
“modern”

Traditional labels are
associated with a
guarantee of quality and
seen as appropriate for
more formal occasions, as
well as for gifting to family
members or business
associates

The “modern” design
categories are strongly
associated with New World
wines

Elegant contemporary is
well-received by Chinese
consumers, with a high
likelihood to be purchased

Eclecticlabels are
polarising and tend to
attract younger wine
drinkers who are looking
for wines as gifts for
friends or to consume with
friends

DOMESTIC
Chinese and English
characteristics are used at
the same time; traditional-
looking vineyards /
chateaux images

ECLECTIC
Bright colors used; Stylized
images of a variety of
subjects such as animals,
scenes, comics and
modern art

ELEGANT
CONTEMPORARY
Emphasis on the image

used: landscape, individual

profile; minimal use of text

s

PRESTIGIOUS
Traditional look with pale
background;
black font with touches of gold

L, |

D(\mwf mumr

MODERN VIBRANT
Bright and bold colors
dominating the label, with
touches of gold; abstract
logo (stars/sun etc.)

Dy o
BEAUFORT
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STATELY
Neutral color palette of
cream; delicate line
drawings / sketches;
traditional vineyard /
chateaux images

MODERN CLASSIC
Predominately white
label with black script;
typically simple and
small drawing; few
images used

MODERN

CONTEMPORARY
Muted primary colors
(black, red, white); non-
photorealistic rendering

16

ucted in Beijing and Shanghai, April 2012



Step 3 - Tailoring back label descriptions to local e
needs and flavour repertoire

Back labels for imported
wines sold in China
typically include three key
elements:

The Chinese brand
name

Wine description

Mandatory, basic
production information

Local food and flavour
repertoires need to be
considered carefully when
translating back label
information, as some
flavours and foods are not
as common to Chinese
consumers as they are to
consumers in other
markets, e.g. gooseberry,
asparagus, cherry, cheese
etc.

DOMAINE DE
BEAUFORT
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The Chinese brand name

Wine description

Original back label description

“This fine wine displays a deep cherry and
nutty aroma, with smoky and chocolate
flavour. Medium bodied, smooth tannin
and well structured. Served best with a
cheese and red meat dish.”

New Chinese oriented back label
translation

This fine wine displays deep plum,, nutty
and chocolate flavours. Easy to drink.
Best served with spicy Sichuan cuisine
and braised meat dishes.”

N <
. EE'LE L XXXXX 9
A good translation should PRHE e ——K
provide relevant flavours, ¢ L1 1| M —
aromas, and food pairing & .

AEE 0 750ML product information
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For more information about Wine Intelligence please contact us:

Lulie Halstead, Chief Executive
lulie@wineintelligence.com

Jenny Li, Research Manager
jenny@wineintelligence.com

Maria Troein, Project Manager
maria@wineintelligence.com

Rui Su, Senior Research Analyst
rui@wineintelligence.com

Wine Intelligence
109 Maltings Place
169 Tower Bridge Road

London
SE1 3LJ
UK

Telephone:

Email:
Web:

Twitter:
Facebook:

+44 (0)20 7378 1277
info@wineintelligence.com
www.wineintelligence.com

@wineintell
http://www.facebook.com/wineintelligence
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