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ABSTRACT

The South African Wine Industry is small in comparison to other wine industries
over the world. It has 3 899 producers of which the majority are relatively small.
As far as area under vines are concerned South Africa ranks 14" with 112 700
ha in 2006 and 3,1% of world production from 2000-2009.

During the past three years more vines have been uprooted than planted so
there is a gradual decline in surface area.

While wine is the biggest component of the crop, wine for brandy, grape juice
and distilling wine is also produced.

Domestic sales are dropping while exports has increased from 20,1% of the crop
in 1999 to 53,9% in 2008. Imports are only 2% of domestic sales. Available
stocks have been declining for the past three years.

Profitability has been under pressure since 2005 with the lower producing areas
(t/ha) under severe pressure. In some areas profitability was negative for 2006-
2008 but turning positive in 2009.

The adaptation strategies are spelled out in the power point presentation.

JAN BOOYSEN
EXECUTIVE MANAGER: WINETECH
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South African Wine*Industry:

1. Wine Industry Structure
2. International Comparisons
3. Total hectares pl

— Profitability
— Domestic market



Wine Industry Structure 2008

NUMBER OF PRIMARY GRAPE PRODUCERS
PER PRODUCTION CATEGORY

MUMBER OF PRODUCERS

£
1 Gdd

1423

-

NUMBER OF WINE CELLARS
# WHICH CRUSH GRAPES PRODUCER CELLARS
>0 PRMWATE WINE CELLARS *

PRODUCING WHOLESALERS

HUMBER OF BULK VWINE BUYERS WHOLESALERS (Including producing wholezalers)
118 EXPORTERS (Buy wine for export only]

* 870 - Regiztered private wine producers as on 30 May 2008




International Comparison

Area under vines 2006

AREA UNDER VINES - BEARING

(WINE AND TABLE GRAPES)

WINE PRODUCTION (litres)

% OF TOTAL — % OF TOTAL
COUNTRY HECTARES VWORLD SURFACE RANK PRODUCTION VWORLD RANK
AREA PRODUCTION

Spain 1174 000 15.8 1 4 010 000 000 14.1 3
France 842 000 11.2 g 5 340 000 000 18.8 1
ltaky 624 600 11.1 ] 4 711 700 000 16.6 2
China 483 200 6.5 ] 569 600 000 2.4 11
US4 379 200 5.1 : 2 338 000 000 8.2 Z
Argentina 215 000 2.5 & 1 535 600 000 0.4
Chile 178 000 2.4 10 845 000 000 3.0
Lusztralia 158 200 2.1 11 1 429 2C
South Africa 112 700 1.5 14 10130

SOURCE: AUSTRALIAN GLOBAL WINE STATISTICAL COMPENDIUM 1961 TO 2008




Per capita consumption

DISTILLED PRODUCT 5

VWINE

COUNTRY

LITRES AA

COUNTRY

LITRES

Ruzzia
China
Hungary
lapan
Chile
LISA
~uztralia

South Africa

Argentina

France
ltahy
Portugal
Croatia
Argentina
suztralia
Chile
LS4

South Africa

SOURCE: AUSTRALIAN GLOBAL WINE STA
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Total Hectares planted and uprooted

HECTARES

TOTAL

STATUS

1998 G 834 2737 - 1463 g9 935
1999 7132 4732 266 92 601
2000 G 934 7 5b5 1631 93 656
2001 5 693 445 94 412
2002 4 659 1274 96 233
2003 3421 524 95 605
2004 4 06Y 108 100 207
2005 4 450 3 969 919 101 607
2006 3 730 3917 726 102 146
2007 3 075 4 030 763 101 957
2003 2 015 3 bb7 1 020 101 325

* A= a rezult of re-counting of vines as well az plantings and uprootings of previous years which were not
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WINE GRAPEVINEYARDS FLANTED AND UPROOTED [Excluding Sultana)

HECTARES
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Production and utilization of crop

WINE CROP

Million litres Million litres
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mmm \\Vine for Brandy 3 Grape juice con & grape juice 3 Distilling Total wine crop (second axis)




Domestic Sales

* Estimate e=¢==Natural wine e=ll==Brandy



NATURAL
VINE

FORTIFIED
VINE

SPARKLING
VINE

TOTAL
LITRES

TREHND

EXPORT
A5 % OF
WINE
PRODUCTION

107 &7

407 377 980

LR O B

281 073 137

271871 340

20.1

21.

Estimated 2009 — 397 386 844 litres = 50,9% of wine production
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Stock Situation of natural wine in the
iIndustry — October

Litres
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=10 004 10 2008 2NDC0
2004 2005 2006 2007 2008 2009
Production (T/ Ha) 7.12 6.88 7.30 7.05 7.32 7.68
Gross Income (R / Ton) 4,684 3,999 3,681 3,701 3,807 4,316
Gross Income (R / Ha) 33,350 27,513 26,871 26,092 27,867 33,169
Cash expenditure 17,825 19,208 20,969 21,494 21,639 23,937
Gross Margin (R/Ha) 15,525 8,305 5,902 4,598 6,228 9,232
Provision for replacement 5,079 5,746 6,040 6,456 7,282 7,883
NFI (R/Ha 10,446 2,559 -138 -1,858 -1,054 1,349
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Proftitan 04 10 2009 - RODE

2004 2005 2006 2007 2008 2009
Production (T / Ha) 15.19 13.89 14.06 15.56 15.59 15.64
Gross Income (R / Ton) 1,991 1,891 1,826 1,858 1,930 2,222
Gross Income (R / Ha) 30,243 26,266 25,674 28,9101 30,089 34,752
Cash expenditure 12,388 13,523 14,190 14,327 15,225 17,604
Gross Margin (R/Ha) 17,855 12,743 11,484 14,583| 14,864 17,148
Provision for replacement 4,821 5,749 5,639 6,028 6,747 7,737
NFIl (R/Ha) 13,034 6,994 5,845 8,555 8,117 9,411




Strategies

Profitability
 Add value - estate wines vs. cooperative
- brand building

* Production for specific price points

- minimize input costs

- maximise production per hectare

- maintain quality (quality/price ratio)

(shift from lower === higher production regions)

Domestic market
 Aim to increase sales (2009 down 5,0% vs. 2008)
e Concentrate on brand building



Strategies continue

Export market
 Build brand South Africa

* Increase exports to profitable countries (UK: volume sales up from
10,4% in 2008 ====>12,3% in 2009).

* Increase percentage sold at higher price points
£ 5—6,99 increased 15% in value 2009 vs. 2008
£ 7 —9,99 increased 27% in value 2009 vs. 2008
> £ 10 increased 43% in value 2009 vs. 2008

* Increase bottle vs. bulk exports (add value)
bottle sales up 7% 2009 vs. 2008
bulk sales down 18% in 2009 vs. 2008
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