Corporate Capers

Unless you’re an avid reader of the Financial Review the changes in the Australian wine industry might have passed you by. In recent years Australian wine companies have spread their wings and come of age on the world stage. Companies have expanded and increased their brand portfolio, as well as aligning themselves with other international companies. Takeovers have been rife; in fact with foreign ownership on the increase, it might well be high time for Dick Smith to start bottling Chardonnay!

The big four wine companies in Australia are: Southcorp, Beringer Blass, BRL Hardy and Orlando Wyndham. Each company has grown in the past five years on the back of the continued success of Australian wine in the major overseas markets of the United Kingdom and the United State of America.  The major four now produce over 70% of Australia’s wine, even though there are a staggering 1424 wineries to be found on our shores. 

For foreign ownership look no further than the company who sells Australia’s iconic ‘Top Drop’ - Jacob’s Creek, Orlando Wyndham is owned by the French Pernod-Ricard Group. The newest player in the industry, Lion Nathan, remains local but only by the skin of it’s teeth with 46% of the company being owned by the Japanese brewing company Kirin and the majority shareholder in the small Wingara Group which owns Katnook Estate, Deakin Estate and Riddoch labels, is the Spanish sparkling giant Freixenet.

In Tasmania Pipers Brook Vineyards was taken over by Kreglinger (Australia) Ltd, an extension of the Belgian company G&C Kreglinger, in late December 2001. Kreglinger has already a foothold in the wine business with a 2,000 tonne winery and vineyard at Mount Benson in South Australia, established in 1998. Their main business is in the export of wool and lambskins. Kreglinger now intends to take Pipers Brook off the Australian Stock Exchange so they can protect their investment. 

Globalisation is a term that is constantly being referred to when discussing the current market. What does it really mean?  

Globalisation is all about increasing the links amongst organisations around the world to the mutual benefit of all concerned. With record harvests being achieved each year and with even more grapes available from 2003, when record new plantings from 1999 begin to come on-line, our major wine companies have been busy sourcing global distribution channels.

Strategic alliances are a key part of the globalisation game in the new millennium. Southcorp have recently signed an agreement with Suntory, the largest beverage supplier in Japan to sell their Lindemans range of wines. BRL Hardy have set up a company (Pacific Wine Partners) with the US firm Constellation Brands to sell to the US market and, through the business, have purchased the Californian Blackstone Wine Company for a mere $290 million.

Smaller medium sized companies are determined not to be left out of the game. Australian family owned Mc Williams Wines, who also owns Barwang, Brand’s of Coonawarra and Lillydale, have formed a strategic alliance with E&J Gallo who are America’s, and one of the world’s, largest wine companies to sell their Hanwood wine range. “ We had done a similar distribution deal with Jim Beam and our Barwang brand in 1997 and, whilst Gallo were in Australia, we talked and found we were on the same wavelengths” comments McWilliams CEO Kevin McLintock. “ They have a great infrastructure and are excellent distributors”. “All systems are go and the first of our Hanwood wines will hit the UK shelves in February, followed shortly, by an American launch”.

It is all part of McWilliams strategy to increase its export sales which in the long term will mean more acquisitions. McLintock expects to expand their brand portfolio by next vintage, so watch out if you are a McLaren Vale, Barossa or Clare Valley winery! 

Acquisitions are ‘all the craze’. Australian brewer’s Fosters initially bought Mildara Blass for $500 million in 1996, then, more recently, acquired Californian’s Beringer Wine Estates in late 2000 for a staggering $2.9 billion. Changing its name to Beringer Blass, Fosters wine company is beginning to challenge their primary beer revenue, producing a huge 13,500 million case of wine per annum.

Fosters have recently been joined by their beer buddies Lion Nathan in the wine sector who successfully purchased Petaluma and Banksia Wines in the run up to Christmas. Making his intentions clear Lion Nathan CEO, Gordon Cairns said “In Petaluma and Banksia, we have an outstanding cornerstone on which to build our global premium wine company”. Their move might have something to do with the lack of growth in the brewing industry and the steady growth in the wine industry, or it could be simply be a corporate catch-up game with Fosters. Petaluma was a typical target for a takeover, producing 400,000 cases per annum and owning its own distribution company called Distinguished Vineyards.

In summary Lion Nathan’s wine brand portfolio now includes: Croser, Bridgewater Mill, Knappstein, Stonier, Smithbrook, Sharefarmer, Petaluma, Mitchelton, Hillstowe, Tatachilla and St Halletts. They also have Croser’s Argyle vineyard in Oregon State, America.

Southcorp have been quiet since it merger with Rosemount Estate but is expected to be on the prowl for further acquisitions after disposing of its water heater companies.

Another major challenger in the market is UK’s Allied Domecq which last year acquired that New Zealand icon Montana Wines after a bitterly fought battle with Lion Nathan. And it is not over, Kevin McLintock expects a further 20% rationalisation to occur in the industry shake up. Former managing director of Southcorp and newly appointed Chairman of Pipers Brook, Bruce Kemp agrees “There are a few other foreign companies waiting in the wings”. “Expect to see further acquisitions from Allied Domecq or Diageo in the near future”.

U.K based Diageo is the worlds leading premium drinks business. Formed in December 1997 by the merger of GrandMet and Guinness, Diageo has a hefty portfolio of brands including Smirnoff, Johnnie Walker, Tanqueray, Guinness, J&B, Baileys, and Cuervo, while we're on the subject, they also own Burger King! Diageo 

have just completed a deal with Pernod Ricard to purchase Seagrams spirit and wine business.

On a final note, new companies entering the market have to tread carefully. With an increased production forecast, coupled with a likely cyclical downturn in local and global demand they could regret their eager romp into the industry. They should take Bruce Kemp’s advice “Choose quality assets (i.e. good brands) which can ride through the cycle, it is the weaker brands that will inevitably suffer”.

The company behind the label. 

The major four companies have a plethora of brands including many household names:

	Southcorp
	Beringer Blass

(Fosters)
	Orlando Wyndham

(Pernod Ricard)
	BRL Hardy

	Blues Point

Coldstream Hills

Devil’s Lair

Edwards and Chaffey

Hungerford Hill

Leo Buring

Lindemans

Penfolds 

Rosemount Estate

Rouge Homme

Ryecroft

Queen Adelaide

Seppelts

Tollana

Tulloch

Wynns Coonawarra Estate


	Annie’s Lane

Bailey’s of Glenrowan

Blass

Half Mile Creek

Ingoldby

Jamiesons Run

Krondorf

Maglieri

Mildara

Rothbury Estate

Saltram

St Huberts

Wolf Blass

Yarra Ridge

Yellowglen

Overseas acquisitions include:

Beringer Wine Estates

Etude Wines


	Craigmoor

Jacobs Creek

Gramps

Montrose

Morris

Orlando

Poet’s Corner

Richmond Grove

Wickham Hill

Wyndham Estate


	Arras

Banrock Station

Berri

Brookland Valley

Buronga Ridge

Crofters

Eileen Hardy

Hardys

Houghton

Lauriston

Leasingham 

Moondah Brook

Nottage Hill

Omni

Redman

Renmano

Reynell

Stave Dog Lane

Stonehaven

Tintara

Yarra Burn

Overseas interests include

Pacific Wine Partners (owns Blackstone) 

La Baume




