








Fine dining restaurants in India are the fertile grounds for recruiting consumers to wine consumption.
Various wine companies collaborate with top restaurants in india to provide a complete guide on pairing
food with wine. These include exclusive limited period events with leading chefs engaging with
consumers. Chefs and managers carefully pick and compliment wines with the dishes and interact with
guests with presentation of each course and explain the flavors. This helps in increasing awareness of
pairing of different types of cuisines/food with different kinds of wines.

Sustainability a growing theme in vineyards

Sustainable wine making practices aim to have a process that protects the environment, supports social
responsibility, minimizes wastage, and maintains economic feasibility. “Green Sula” initiative undertaken
by Sula to make their vineyards eco-friendlier as well as more cost-effective. Some of the initiatives include
- Promotion of renewable energy with close to 60% of energy requirement fulfilled by solar, efficient water
harvesting systems and recycling of packaging and solid waste management. Sula vineyards as a member
of International Wineries for Climate Action (ICWA) is committed to achieve zero net emissions by FY
2050. It has commissioned a study on our GHG emissions (Scope 1, 2 and 3), the first step in aiming to
achieve IWCA’s ‘Net Zero Emission Goal’.

6.3. Key initiatives taken to boost grape acreage and manufacturing capacity

Farmers in India are moving from table grapes to wine grapes with growing popularity of wines. Farmers
are moving from Thomson Seedless and Bengaluru Blue variants to popular wine variants including Chenin
Blanc and Cabernet Sauvignon. Wine grapes are more profitable to farmers as compared to table grapes
as per quintal returns are higher. The returns are normally guaranteed by wineries through long term
contracts for 8 to 10 years which is not the case with table grapes which are mainly traded through APMC
markets.

Wine acreage in India is growing with expansion being carried out by the market leaders as well as new
wineries being set up. Sula wines has access to close to 2600 acres of vineyards as of December 2021
which is significantly higher than the next two wine producers in India including Fratelli wines and Grover
Zampa vineyards.

Exhibit 103: Top Indian players land acreage (in acres)

Company Acreage

91

Sula Wines ~1,500 ~1,800 ~2,000 ~2,650 ~2,800 ~2,600
Fratelli Wines 80 240 240 240 240 240
Grover Zampa Vineyards ~410 ~410 ~410 ~460 ~460 ~460

Source: Primary, Technopak Analysis

Top wine players in the country have also invested in manufacturing facilities to cater to the growing
demand. These players plan to invest in the capacity expansion through acquisition of new land to increase
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grape production as well as acquisition of other players which will increase wine-making capacity as well
as distribution like the acquisition of York Wineries in Nashik by Sula Vineyards, and that of Four Seasons
by Grover Zampa. The players are also constantly upgrading their wine-making process by investments in
new processes and viticulture technologies, as well as experimenting with newer grape varietals which
may lead to increased production capabilities.

Exhibit 104: Top wine players installed capacity FY 2021 (volume in “000 litres)

Company Installed Capacity

Sula Wines 13983
Fratelli Wines 1400
Grover Zampa Vineyards* 4700

Source: Primary Research, Technopak Analysis
*Includes capacity of four seasons and charosa wines

6.4. Uniqueness of Indian Wine Landscape

India is a small market as compared to developed countries but with a lot of potential

The size of the Indian wine market is small as compared to the size of other developed and developing
economies. The share of wine is ~1% in the overall alcohol industry which creates immense opportunity
for growth. The drinking culture in India is transitioning from high alcoholic content beverages to lower
concentration of alcohol in beverages which has proved to be a growth factor for wine in the country.
Wine has gender neutral connotation and is being increasingly preferred by the urban young section of
the society and is growing rapidly. Growing economy with positive effects of demographic dividends
coupled with growing urbanization is going to drive wine consumption in India.

Growing Wine Drinking Culture

India does not have a strong wine drinking culture unlike in European countries where it is paired with
meals. Wine drinking culture in India is an occasion-led event where people drink wines at parties, social
gatherings, and events. However, owing to the health benefits that wine offers when taken in moderation,
the culture is slowly shifting towards frequent consumption of wine at home.

India is a concentrated market unlike developed markets which are fragmented

Indian wine market is very young with domestic wine industry taking shape in 1990s.However unlike
international markets, Indian wine market is highly concentrated with top three players controlling close
to 80 % of the domestic 100% grape wine market by value in FY 2020 and the market leader Sula
controlling close to 52% of the market by value in FY 2020. Strong entry barriers including high gestation
period in development of vineyards, diversity in regulatory environment and strong relationship in trade
between incumbents will make it very difficult for new players to take market share in India.
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Exhibit 105: Country wise market size (in million cases) & share of top players (CY 2020)

Spirits

; | Q . hare :
Share Market Share Share

China

Top 3
players

Top 3
players

Top 3
players

~3800 ~65% ~1000 ~10% ~170 <10%

USA ~2500 ~70% ~270 ~( 30%-40%) ~360 ~40%
France ~250 >50% ~35 ~( 35-45%) ~275 ~20%
India ~300 ~80% ~350 ~(40%-45%) ~1.7 ~80%

Source: Technopak Analysis
*India data in FY. data for 100% domestic wine, Source: Secondary Research, Technopak Analysis, Estimates

6.5. International Wine Players in India

Imported wines have played an important role in nurturing the category. However, contribution of
domestic wine is growing in the market. Contribution of imported wines is projected to degrow from 17%
in volume in FY 2020 to 13% by volume in FY 2025. International wine players have struggled to establish
themselves in the Indian market. Global leaders in wine category have not invested in Indian vineyards
and have been operating through importers. However, integrated alco-beverage industry players have
tried to penetrate the Indian wine market but with limited success. The primary reason for the failure
being lack of focus given the small size of the business as compared to the lucrative spirits market of the
country. Currently the top two players in the spirits market have a limited play in the wine category
through imports. The growing size of Indian wine market may see interests from large international
players given the long-term prospects of the market.

Indian Wine Market has largely been dominated by the Domestic players (wine specialists) with more

than 83% share by volume in FY 2020. Few International player forayed into the segment and met

with limited/ no success

e Diageo entered the Indian wine market in November 2007 with the launch of the wine “Nilaya”

in Goa Nilaya was launched in four flavors — Chenin Blanc, Sauvignon Blanc, Shiraz Rose and Shiraz
Cabernet. All these wines were priced between Rs 395 and Rs 500 in retail. Diageo sold 15,000
cases in 2008 but failed to grow the business. This wine business was shut down by Diageo in less
than 20 months citing recession and reduction of wine business after a change in
management. Diageo also had invested in the wine business through Four Seasons Vineyards,
which they exited in 2020 at a loss. The cause for Diageo’s failure in the wine market can be
attributed to major focus on whiskey and wines being as a non-core offering. A limited range as
compared to the industry leaders and lack of an ecosystem to promote wine consumption leading
to business becoming unsustainable
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e Pernod Ricard launched Nine Hills in Mumbai through Seagram India. It had two varietals of red
wine including Cabernet Sauvignon and Shiraz, and 2 varietals of White-Chenin Blanc and
Sauvignon Blanc. The price range in Rs 400 to Rs 450 was in competition with the existing brands
of Indage, Sula and Grover, the top three wine companies in India. The company built a winery in
2005 and produced about 10,000 cases for their first harvest. The winery did not own any vineyard
land and contracted with twenty-one grape farmers as well as hired a master wine maker.
However, volumes were always limited and never crossed 30,000 cases and finally it was closed.
The failure to scale up can be attributed to lukewarm response from the market and lack of will
to invest in the market.

6.6. Key Success Factors for Indian Wine Market

Raising awareness of wines as an alcoholic beverage with a difference

Indian alco-beverage industry has traditionally been a spirits’ market and the overwhelming purpose of
drinking alcohol has been of getting high. However continuous economic growth coupled with positive
demographic indicators and growing urbanization provides an opportunity for alco-beverage industry to
move to alcohol consumption for a rich experience and celebration. The market is ready to adopt low
alcoholic beverages with higher social acceptance in certain sections of the society.

The wine industry players together must educate consumers on the experience of wines highlighting
perceived health benefits of wines. This can be done through highlighting the process of making wine
including promotion of wine tourism, extension of tasting rooms & sampling avenues and scale up
influencer-based marketing programs. Prominence of wines in different forms in media including cooking
shows can lead to higher acceptance and demand generation. Wine industry need to highlight the positive
effect of wines to Indian farmers and prominence of wines in the developed countries.

Engage with states for a favorable policy towards wines

Regulations in Indian alco-beverage industry across states has been same for all kinds alco-beverage drinks
but with few exceptions. Growth of wine industry can be attributed to some extent to the preferential
treatment given in Maharashtra and Karnataka. The industry needs to engage with the regulators to treat
wines as different from other alcoholic drinks. The state must provide for leniency in terms of retailing
channels allowed to sell wines with permission to modern format stores to sell or home delivery being
permitted. The industry must also engage with the state for an independent excise regulation with
incentive for consumers to buy wines which in turn helps farmers increase theirincome. The wine industry
needs to share best practices of Maharashtra and Karnataka to other states to bring a change in the
regulatory environment.

Expansion of Distribution channel and prominence at retail outlets

Indian wine industry needs to capitalize on the opportunity in wine industry by expansion of the
distribution reach. The industry needs to ensure that a large part of Indian alcohol retailer universe sells
wines. In addition, the availability of wines in restaurants and pubs has improved. Expansion of the
distribution channel and improved visibility at retail outlets will help customer recruitment and lead to
category expansion.
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Leverage growth in food services for visibility and acceptance of wines

Wine pairing with food is an industry in developed countries with high consumption of wines. Indian wine
industry needs to collaborate with restaurants to educate customers on the experience of pairing the
correct wine with their food. A collaborative approach with restaurants which helps educate the
customers about wine and a communication program which highlights such exclusive events will increase
awareness and acceptance of wines.

Critical role of category creators for growth of wines in India

Indian wine market is at a critical juncture with multiple positive factors which can be leveraged to grow
the market. India is also a concentrated market with Sula wines controlling close to 52% of the domestic
wine markets. It becomes important that category creator like Sula wines play the role of category captain
to ensure that wines as a beverage category gets its due attention and prominence. It needs to invest in
the back end to ensure that growing demand is captured, and it also needs to share best practices in the
industry which can help the overall industry to grow. The best practices in tasting rooms, wine tourism
and other wine led marketing events have already helped shaped the industry positively. It must take lead
in engaging with different state authorities to ensure that wine is treated differently from other alcoholic
beverages. It also needs to engage with restaurants and other food services to increase awareness about
wines.
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7. Co

mpetitive Landscape

A. Financial Metrics

Revenue & Profitability Metrics

1)

Gross Sales

Revenue for companies in alco beverage industry is analyzed both at gross sales which includes
excise duty collected by the respective state governments and net sales which is the actual
revenue of the companies. Each of the three industries (spirits, beer, and wine) have clearly
identified market leaders with top companies controlling more than 50% of the market. In case
of wines, Sula Vineyards’ revenue is more than three times that of second largest player. Sula
vineyards is on the fastest growing alco beverage companies in India as on March 31, 2021.

Exhibit 106: Gross Sales (in INR Cr) for Private and Public listed Players
Gross Sales Growth
(24
Industry Brands |
Fy2014 Y By &Y 2020-
2019 2020 2021 21
Diageo* 12,837 | 20,735 | 28,512 | 28,589 | 27,176 | 17.3% 10.5% 7.8% 6.6% -4.9%
Pernod N N o o
Spirits Ricard* 2,933 8,728 20,271 | 21,424 | 19,423 | 43.8% 27.3% | 20.8% | 18.4% -9.3%
Radico o o o N o
Khaitan* 1,692 3,045 8,058 9,418 | 10,367 | 21.6% | 21.5% | 19.9% | 21.5% 10.1%
United
Beer . 4,605 7,262 14,137 | 14,646 | 10,183 | 16.4% 15.1% 8.3% 14.3% | -30.5%
Breweries*
L 106 223 521 | 444 | 383 | 28.1% | 22.0% | 13.7% | 18.5% | -13.7%
Vineyards
. Fratelli N
Wine . 1 22.3 120 119 123 181.5% | 81.9% | 71.3% | 40.0% 3.4%
Wines#
Grover 21 36 88 91 67 | 19.7% | 19.6% | 12.4% | 19.7% | -27.0%
Zampat#
Source: Annual Reports, Secondary Research, Technopak Analysis, Revenue for standalone businesses ss MCA reports.

NA-Not Available

*- Indicates
#- Indicates

2)

Ankur Bisen
Senior Partner

that the IND AS accounting principle has been considered
that the IGAP accounting principle has been considered

Net Sales

The growth rate in net sales in leading companies of the industry is lower than gross sales which
points to the fact that excise duties are growing at a much higher rate. The growing share of
excise in case of Sula vineyards points to an increasing distribution reach as well higher sales
contribution from markets other than Karnataka and Maharashtra which have favorable
regulations. A comparison across top benchmarked companies in alco-beverage industry in India
shows that Sula vineyards is the fastest growing for the period between FY 2011 to FY 2021.
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Exhibit107: Net Sales (in INR Cr) for Private and Public Listed Players

Net Sales Growth
B ey CAGRFY  CAGRFY FY
Y FY 2011-14  2011-19 2020-
2019 21
Diageo* 6,369 | 8,426 | 8,981 | 9,091 | 7,889 | 9.8% 4.4% 22% | 1.3% | -13.2%
Spirits :?c’a":ﬁ NA | 5249 | 8572 | 9,044 | 8,045 | NA NA NA | 10.3% | -11.0%
Radico 946 | 1,452 | 2,097 | 2,427 | 2,418 | 15.4% 105% | 9.8% | 7.6% | -0.4%
Khaitan*
United
Beer ) 3,060 | 4,236 | 6,472 | 6,505 | 4,241 | 11.4% 9.8% 33% | 89% | -34.8%
Breweries*
N 104 | 217 | 465 | 399 | 344 | 27.8% 206% | 12.8% | 16.4% | -13.7%
Vineyards*
Wine | Fratell NA | 21 | 103 | 104 | 106 NA NA NA | 37.8% | 1.7%
Winest
S NA | 338 | 82 | 87 63 NA NA NA | 19.1% | -27.2%
Zampa#

Source: Annual Reports, Secondary Research, Technopak Analysis, Revenue for standalone businesses ss MCA reports.
NA-Not Available

*- Indicates that the IND AS accounting principle has been considered

#- Indicates that the IGAP accounting principle has been considered

3) Margins

a. Net Sales Margin

Net Sales margin is the money a company retains after incurring the direct costs associated with
producing the goods it sells and the services it provides. In case of alco-beverage industry, sales
margin is calculated by adjusting for excise. Players from the wine industry have managed to
deliver high sales margin in percentage terms as compared to its peers from other alco-beverage
industry players as highlighted below.

Exhibit 108: Net Sales Margins (value in %)

Net Sales Margin

Industry Brands

FY 2019 FY 2020 FY 2021
| Diageo* 50.6% 44.8% 43.4%
Spirits Pernod Ricard* 51.3% 489% | 48.0%
Radico Khaitan* 51.6% 48.6% 50.3%
Beer United Breweries* | 53.4% 51.4% 52.0%
Sula Vineyards* 62.1% | 63.1% 65.0%

Wine | — —t — — —
Fratelli Wines# 73.4% 80.0% 72.7%
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