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Industry Overview

* More than 400 grape-based wineries;

 Less than 10 major players, most wineries SMEs producing 1,000 to
75,000 cases per year,

» Total production: 120 million litres, of which ~20 million litres is
100% Canadian

 Dominance of blended wines (from imported juice) selling for less
than $10/bottle

 World’s largest producer of Icewine (~1 million litres in 2008,
Increase from ~33,000 litres in 1993)

» Less than 50 wineries currently exporting

 Major regions: Ontario & BC with expansion of production and
exports from Quebec & Nova Scotia

5 main industry associations (CVA, WCO, BCWI, WANS, AVQ)



Canadian Wine Exports: Top 15 Markets
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Canadian Icewine Exports: Top 15 Markets

Exports to All Countries
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Are we known?

Within Canada:

» Lack of domestic recognition (“artistic recognition”) and market
share

 Mixed messaging as to who we are: Icewine, high quality VQA or
value-priced VQA and CIC wines?

« Canadian inferiority complex, parochialism and lack of international
experience

Outside Canada:

* Influential, international wine media rarely review or write about
Canadian wine as it is not widely available internationally

» Influential, international wine media rarely include Icewine when
writing about sweet wine
» Harris survey (2009) on US wine consumers willingness to try/drink

wine from “lesser known” regions: Canada not mentioned, but
Turkey, Poland, Israel, Greece, Portugal and New Zealand are.
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success:

 International recognition for Icewine
* International success in duty-free channel

 Placements at several established restaurant/retail shops
for several medium to large producers

* Recognition at international competitions, awards for table
and Icewine
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« Lack of Brand identity: Icewine? Table wine? Both? Grape variety?

» Export used as alternative sales channel for products with limited
domestic access

« Competitive global marketplace, no home field advantage

e Supply and demand imbalance for Icewine

o Unfamiliarity with export, lack of training

* Product/brand inconsistencies, cool climate production challenges
« Limited vineyard expansion limits export potential

« High production costs, relative to other New World producers and for
lcewine

« Competition from large countries (Australia, Germany) and small, better
established and organized niche market producers (NZ, Austria)

« Export markets are difficult to develop; take time, effort and focus
* Industry fragmentation, lack of national coordination for export

Challenges:
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* International recognition builds domestic brand equity, positively
Influences domestic pricing

* Provide long term economic sustainability
* Diversification of sales channels
* Raise the bar on domestic competitiveness

o Ultra-premium export focus can move industry towards quality
production domestically

* Wine tourism and exports are mutually reinforcing: international
reputation and exports fuel wine tourist visits

« Competitive advantage in producing Icewine; ownership of under-
exploited Icewine

« Capitalize on the trend towards whites, lower alcohol, cool-climate
wines

Opportunities:
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Successful export strategies are based on one of the following:

Differentiation Strategy. Special characteristics, price-
premiumization, limited market share

« Examples include New Zealand Sauvignon Blanc and
Oregon Pinot Noir

Cost Leadership Strategy: High volume, low cost, high market
share

« Examples include Australia, Chile

Worst case scenario: No cost-advantage, no distinctive value
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Focus on Icewine

Initial focus on Asia and duty free channel (requiring higher price
point/packaging/product to guarantee sufficient margin)

Over-supply of Icewine lead to downward pricing
Use Icewine to create pull-through opportunity for table wine

Same strategy for Icewine and table wines (table wine is not a brand
extension of Icewine and requires a different export strategy

Export of surplus, low quality table wine

Emphasis on trade shows with limited generic in-market follow-up
Emphasis on wine competitions with little in-market follow-up

Lack of sustained, generic market focus, too many markets

Limited product differentiation for Canadian table wine? Varietal? Cool-
climate????

“Canadian” approach: diversity and fragmentation




Foreign Affairs and International Trade Canada invited the Canadian
wine industry to work with government to develop a long term
strategy for export

Resulted in the development of a National Export Strategy (2009):

—  Strategic vision and guiding principles

—  Multi-year tactical plan

—  Multiple funding opportunities and partners
— Industry-led Governance model

Goal: Double the volume of exports of Icewine and premium table
wine.
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Strategic Priorities and Positioning to build profitable Canadian exports

Product Strategy: Icewine and “cool climate” table wines; scarce, premium
positioning

Limited Market Focus: intensely work the potential of a few key city
markets; priority focus on Chicago market

Strategic tactics: ensure that trade experience and “get” Canadian wine
through first-hand experiences; move from ad-hoc-ism to best practices

Vision Statement;

Canadian wines captivate trend-setters in the wine trade with how our
extreme climate produces extremely great Icewine and table wines, and
they know they had better put their hands on some on behalf of their
best customers, because there won't be enough to go around.




Why Chicago?

receptive to imported (Old World) wine, dessert wines

3'd largest US centre for wine sales, not as over-whelming as NYC
iInfluential wine writers, opinion-leader sommeliers and restaurateurs
Wine and foodie center

previous links to Canada — sommelier visits to Niagara & BC

easy to do business, some consolidation, emergence of small
distributors

Chicago market activities:

In-bound visits by distributors and sommeliers/ buyers to assess and
evaluate quality and market viability of wines to be exported

Invite wider audience (sommeliers/buyers, media) to experience the
regions

In-market activities and meetings with trade/distributors to generate
distribution, listings and buzz



Continued training
Focus on committed export-ready wineries

Tailor activities to support international exposure and brand
recognition, not volume or value sales

Prioritize media

Trade awareness and visibility among high level wine
media/educators/authors (guerrilla marketing targeted at key
iInfluencers)

Trade tastings as opposed to trade shows

Increased cohesion in several key market rather than individual
producers in different markets

ldentify and establish strategic alliances/partnerships

Work towards having a Canadian category so that Canada is
recognized internationally as a small, but serious producer

Be more strategic, less reactive!



Questions?
Ccomments?
Solutions?

THANK YQOU!
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