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BACKGROUND
Quoting Peter Winton of the Chronicle, “Darwinian forces are shaking up the wine business”, 
and like banking and telecommunications, is growing as a global endeavour in which size does 
matter.i Many factors drive the merger and acquisition (M&A) trend of which the intensifying 
competitive nature of the global wine market certainly ranks among the most prominent.ii The 
three major alcoholic drinks categories i.e. wine, spirits and beer are all at differing stages of 
consolidation, with beer the most consolidated and wine the least, although this has much to 
do with industry structures.iii This edition of VinIntell shines the light on this trend and on the 
drivers behind M&As in the global wine industry.
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INTRODUCTION
Before talking about context and drivers, a 
definition of what a merger and an acquisition 
are, is necessary. ‘Mergers and acquisitions’ 
is a general term that refers to the consolida-
tion of companies or assets. A merger is a 
combination of two companies to form a new 
company. An acquisition is the purchase of 
one company by another in which no new 
company is formed. M&As include different 
transactions, such as mergers, acquisitions, 
consolidations, tender offers, purchase of 
assets and management acquisitions. In all 
cases, two companies are involved, where an 
acquiring company makes an offer to buy the 
other company in its entirety or purchase 
some of its assets. In a merger, the boards of 
directors for two companies approve the 
combination and seek shareholders' approv-
al. After the merger, the acquired company 
ceases to exist and becomes part of the 
acquiring company. In an acquisition, the 
acquiring company obtains the majority stake 
in the acquired firms, which does not change 
its name or legal structure. A consolidation 
creates a new company. Stockholders of 
both companies must approve the consolida-
tion, and subsequent to the approval, they 
receive common equity shares in the new 
firm. In a tender offer, one company offers to 
purchase the outstanding stock of the other 
firm at a specific price. In a purchase of 
assets, one company acquires the assets of 
another company while in a management 
acquisition; the management of a company 
purchases a controlling stake in a company, 
making it private.iv

There are different types of M&As. Merging 
with or acquiring a company can either be 
defensive (protect against a bigger competi-
tor or protect revenues) or expansionary/
strategic (a chance to move into new catego-
ries, markets or just grow revenues). There 
are also many reasons to sell and the process 
could be complex and protracted and chal-
lenging e.g. fixing the right price and finding 
a solid cultural fit is as important as the eco-
nomic benefits of an M&A. A due diligence to 
uncover the hidden challenges and numbers 
is also an important phase before the chal-
lenging qualitative integration phase com-
mences.

In terms of context of the current scene and 
looking specifically at the wine industry (wine 
producers and wine distributors), consolida-
tion has been an ongoing trend that has 
gained traction especially since the early 
2000s to the present. Consolidation is a way 
to stay apace in a growing market. As of late 
there has been a spate of high-profile and 
lesser knows transaction in both the wine and 
spirits industries. Broadly, for reasons behind 
this trend one needs to delve into factors 
such as over-supply of wine, weaker demand, 
cost pressures, the global economic down-
turn and of course climate change and the 
effect on wine quality and rising albeit chang-
ing demand with a growth in spirits over wine 
and beer. M&A’s are a one way of managing 
these challenges mainly driven by cost by 
ensuring that market position is optimised 
and cost is managed down.
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Wine consumption is growing with higher 
demand from Asia (China especially) meaning 
that supply will come in line with demand 
while changing drinking habits in Western 
Europe have led to decreasing consumption 
in the region, particularly in mature markets 
such as France, Spain and Italy. Should the 
overall long term trends in the wine business 
continue, it is likely that these three countries 

in time will lose their dominance.v Australia 
has also suffered from overproduction while 
North America has enjoyed a steady increase 
in both consumption and production. Latin 
America reported a decline in both production 
and consumption. Against this background, 
this article examines the drivers and trends 
impacting on M&A activities around the world.

CONTEXTUALISING THE M&A SCENE
When one examines M&As in the wine indus-
try, the theme has to be contextualised by 
factors including global wine supply and 
demand, consolidation in the distributor sec-
tor, as well as global value chains / globalisa-
tion. Indeed, the world of wine is becoming 
increasingly global. Nearly half of all wine is 
consumed in a different country from where it 
is produced. Trade protection and trade bar-
riers become less viable as markets simply will 
strut their stuff. Large producers are getting 
larger and listed companies and private equi-
ty players are increasingly entering the scene 
providing better access to capital sources for 
funding growth.

With two notable exceptions (E&J Gallo and 
Kendall-Jackson, which are privately held and 
only in the wine industry), the largest drinks 
producers are dominant merchandisers in all 
three major alcoholic beverage product mar-
kets i.e. wine, beer and spirits underpinning 
the basic motivation behind producer con-

solidation i.e. to achieve economies of scale 
in production and distribution and thus lead-
ing to profit opportunities, market power, 
lower cost per unit and more spending capac-
ity on sales and marketing. A further indicator 
that size matters is that it provides larger 
players the power to change the rules of 
engagement. Smaller players are forced to 
become more focused, specialised and better 
differentiatedvi and they will be challenged to 
survive doing business as usual in the short 
term. Lack of capital is a major barrier to 
growth for smaller players, and one which 
leaves them open to acquisition by larger 
companies.vii Larger players are also leverag-
ing their power on the distributor segment.
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DRIVERS FOR M&A
The main drivers for the M&A trend that has 
been ongoing especially over the past decade 
can be formulated as follows:

• Wine producers are aiming to achieve 
economies of scale in production and dis-
tribution to optimise cost and profit.

• Size provides power to change the rules of 
engagement in production and distribution.viii

• The leaders in the M&A trend have the 
financial strength to take over smaller or 
less agile players.

• Availability of lower cost debt in capital 
markets.

• Opportunities exist to acquire fast growing 
brands, especially in emerging markets.

• Attractive cherry-picking by large investors 
as the wine industry enjoys a positive out-
look with strong demand from Asia Pacific, 
renewed interest in home consumption and 
increased online sales.ix

• Among distributors, drivers for M&As are 
certainly also present, but the M&A devel-
opments and trends among producers and 
retailers have also had a significant impact 
on distributor M&As.

M&A PATTERNS AND TRENDS IN WINE PRODUCTION
Looking at the dynamics in the M&A trend 
especially since 2004/2005 until the present, 
it is clear that the economic recession has had 
an impact on activity post 2008. Certain pat-
terns have become apparent. The value and 
volume of deals declined significantly around 
the recession, but is expected to increase 
once more. Indeed, a Rabobank report says 
that M&As have become “quite robust” and 
some new trends and strategies have emerged 
on the back on trends in the wine industry.x

• The recession halted the growth of larger 
players’ M&A strategy, but now they have 
again begun to divest their lower-end offer-
ings to focus on premium brands, i.e. over 
$12/litre. Pernod Ricard recently sold its 
wine business in New Zealand while Diageo 
entered into a sale-leaseback transaction 
for its wine business. Players are indeed 

leaving less profitable segments (spirits 
companies are exiting wine while wine play-
ers are increasing spirits exposure).

• There is more diversification taking place 
including own craft beers or spirits or pre-
mium mixers and to expand exposure to 
profitable appellations and products (includ-
ing spirits). Also, premium wine brands are 
diversifying their portfolios by acquiring 
cheaper wine brands. Indeed, large wine 
producers are consolidating their opera-
tions by selling non-core assets, in particu-
lar lower-value brands and vineyards – this 
is to rather focus on higher value brands. 
Some large wine producers, including E&J 
Gallo, have benefited from maintaining a 
large, diversified portfolio of wines across 
the value chain, but others producers such 
as Constellation Brands and Foster’s Group 
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are being adversely affected by continued 
margin deterioration due to lower con-
sumption and trading down. Such a devel-
opment could offer attractive potential for 
small-to-medium sized producers seeking 
to expand operations.

• M&A activity targeting cash-flush unique 
wineries located in leading and emerging 
wine producing regions will increase. The 
saturated traditional wine markets of West-
ern Europe and Australia seem to be the 
best candidates for consolidation, but M&A 
opportunities exist in both emerging and 
mature markets, with an increasing de-
mand for international appealing brands 
that have had limited exposure so far. 
Large producers will continue restructur-
ing, selling non-core assets and economy 
brands while acquiring premium brands.

• More players look to become global wine 
producers and capitalise on the growing 
demand for wine in developed and emerg-
ing markets.xii New World wines remain 
attractive to investors and have seen sig-
nificant growth built on a strong reputation 
as high-quality products at attractive price 
points. While opportunities exist in both 
developed and emerging economies, 
those in developed markets are more 
attractive from a valuation perspective. 
China has shown the growing appetite for 
wine in developing countries. Locally, pro-
ducers have focused largely on value 
offerings leaving the premium niche open 
to foreign brands. A number of interna-
tional brands have been taking note and 
tailoring their strategy to take advantage 
of China’s growth potential by either 

establishing their own vineyards in China 
or partnering with local producers to gain 
access to the country’s medium-high qual-
ity wine market.

• Cross-border M&A activity to increase from 
a low base. This will change with wine 
producers seeking to increase exports to 
existing markets and also target new 
regional opportunities, possibly also mak-
ing selective acquisitions in such markets. 
Cross-border M&A will be a major driver 
going forward as wine producers seek to 
increase exports to existing markets and 
broaden the geographical diversification of 
their production facilities in order to limit 
their exposure to country-specific risks 
such as poor harvests or overproduction.

• Smaller, more specialized brands have 
become M&A targets. Whereas mass mer-
chandiser’s dominance will remain, smaller 
and mid-size wineries will grow in value by 
becoming specialists. Wine consumers 
look at these boutique brands for unique 
experiences or luxury goods that do not fit 
the mass merchandisers’ business mod-
els. In order to win, small players must 
allow each specialised brand to maintain 
its separate, but strong and consistent 
relationship with its consumers. The time 
to do that is now as larger players are also 
moving into the space of creating unique 
experiences for the wine consumer.

• Investors have increasingly come to recog-
nize the lack of correlation between the 
value of wine and changes in the prices of 
financial assets. This has made the inclu-
sion of wine in investment portfolios 
increasingly common. The rising demand 
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from Asian investors is bound to ensure 
continued interest in wine as an investment.

• Sourcing strategies are becoming asset-
light1 while smaller producers and distribu-
tors are struggling to cope with the 
increasing cost are also disposing of 
assets. Large producers and large retailers 
increasingly work directly with each other 
on pricing, market positioning, advertising, 
and merchandising excluding distributors 
from these functions. Rather, they inform 

the distributor what the terms are and then 
pay for services they actually receive 
(transportation, storage, billing, timely 
delivery of product, and local market infor-
mation). If distributors provide extra ser-
vices, such as merchandising support, 
they are paid for those services. This 
leaves more money in the hands of retail-
ers and producers, to apply to developing 
consumer awareness and loyalty and 
fewer profits in the hands of wholesalers.

1 Asset-light sourcing model is a business model where businesses, instead of purchasing land, enter into a contract with the land owner, where 
they share a certain percentage of profit arising out of the business done on the land. This helps in saving a cost of land to the business. Asset-
heavy, vertically integrated models offer superior control, but they tie up significant capital and frequently prove less flexible in a fast-changing 
environment. By contrast, asset-light business models confer greater flexibility, but it can be tough to manage them and the risk of leaking intel-
lectual property (IP) or becoming less valuable is greater (BCG Perspectives, 2014).
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M&A PATTERNS AND TRENDS IN DISTRIBUTION
The role of distribution cannot be underesti-
mated or ignored and consolidation is also 
taking place here. In distribution, pressure in 
both the on- and off-trades to drive costs out 
of the supply chain and are opting for simplic-
ity where players prefer to deal with fewer 
suppliers. Distributors are largely at the mercy 
of domestic wine consumption trends outside 
of their control e.g. record low industry sales 
in 2008/2009, a mix shift towards off-trade 
channels and the use of heavy discounting in 
order to move inventory. Historically, distribu-
tors have not sold their products on the inter-
net and are generally opposed to attempts by 
suppliers to direct-ship wine. However, global 
internet retailing is estimated at 10 - 15% 
(South Africa 4 - 6%), posing a threat to dis-
tributors’ business model. The following 
trends were identified:

• Distributor consolidation is creating a mega 
large wholesalers (mass merchandisers) 
environment, where the independent, craft 
brand finds it costly to survive or make 
inroads.

• Small producer brands are starting to side 
with small distributors as both will find it 
harder to compete effectively.xiii

• Large distributors are looking to acquire 
larger groups of wine brands with the 
same ownership and better representation 
of specific appellations and regions under 
one ownership umbrella.

• Some distributors have decided to forego 
exclusive relationships with major suppliers 
in order to avoid undue dependence on a 

single brand. This has led to increasing 
competition among distributors and, in 
turn, a focus on consolidation.

• Distributors are increasingly focusing on 
core operations i.e. transporting and deliv-
ering products. Consolidation is creating 
economies of scale and optimises assets 
such as warehouses, delivery trucks and 
IT systems.

• Leading investors focusing more heavily on 
so-called pure play distributors instead of 
companies that operate across the value 
chain (i.e. marketing operations). There-
fore, and contrary to the producer seg-
ment, the focus for future acquisitions will 
likely be on asset rich companies, such as 
those with significant delivery networks 
and storage facilities.

• Major consolidated marketing companies 
are increasingly focused on moving pre-
mium products in almost every beverage 
segment. From a distribution perspective, 
drinks need to be properly stored, deliv-
ered on time, and managed in account. 
Beer distributors are multiple-line houses 
handling many products, and many are 
also moving into wine distribution because 
it makes business sense to consolidate as 
many products as possible on the same 
truck for delivery to the same accounts. 
For example, Constellation has Corona 
and Diageo has Guinness. These same 
companies are also active in the RTD cat-
egories. E&J Gallo and Anheuser Busch 
(AB) are category leaders, function as 
“category managers” for many major off-
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premise chains, and are expanding prod-
uct offerings to capitalise on the “premium 
is better” marketing climate.

• Distributors are being forced to invest in 
new technology and systems necessary to 
serve their customers, especially large 
multi-state retail chains. Without the scale 
necessary to efficiently compete, many 
old-line distributors are selling to larger 
competitors rather than invest in technol-
ogy and systems.

• In response to the attractive niche in small-
er boutique wine producer segment, new, 
specialized distributors and brokers are 
emerging to support smaller brands.xiv

• Wine distributors are experiencing compe-
tition from direct sales by suppliers and 
wholesaler chains as companies such as 
Costco take steps to develop their own 
brands and will have to adapt their struc-
tures. Forward integration by distillers and 
vintners will therefore drive future M&A 
activity. Direct-to-consumer sales from 
most of the smaller wineries will increase 

as they prefer to bypass distributors and 
sell directly to consumers.

• Margin pressures are causing wholesalers 
and distributors to focus increasingly on 
transporting and delivering products and 
shifting the responsibility for marketing, 
selling and merchandising to producers. 
Distributor consolidation will improve mar-
gins and give control over distribution 
networks.

• Larger distributors enjoy significant nego-
tiating power over producers because 
consolidation ensures that distributors are 
no longer exclusive to any one producer 
and may therefore not necessarily act in a 
producer’s best interest. To offset this, 
some large producers have decided to 
establish strong distribution networks of 
their own, particularly in core markets. In 
addition, vertical integration of distribution 
systems by large wineries has also 
improved profitability. Examples of such 
deals are the acquisition of Spirits Marque 
One, an importer and seller of wine in the 
US, by Constellation Brands.xv
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M&A SCENE IN LEADING WINE PRODUCING AREAS
USA

North America had the highest average deal 
value due to extremely strong demand for 
wine. The US accounted for 76% of all M&A 
deals in the Americas and 86% of total deal 
value between 2007 and 2010. Unlike most 
other wine-producing regions, the US market 
is highly consolidated, with the 10 largest 
producers currently accounting for 72% of 
total volume sales. Scope for further large 
deals seems to be limited. However, there are 
many smaller vineyards in the US which do 
not benefit from the same economies of scale 
and distribution networks as those of large 
producers. Therefore, there might be higher 
deal volumes albeit with a smaller average 
value as many minor players either conclude 
deals with each other or with larger compa-

nies over the near-to-medium term. In Califor-
nia, the consolidation trend is no longer led by 
listed conglomerates but now financial and 
private equity firms have taken the lead. More 
consolidation is anticipated to grow as market 
dynamics collide with an aging population of 
winery founders while low interest rates, a 
generally improving economy and a growing 
US wine market fuels the trend. Table 1 sum-
marises the most recent M&A deals in the US 
highlighting the drivers behind the trend. 
Indeed, the table makes it clear that there is 
motivation for an expansion into premium 
wines, larger exposure in emerging markets 
and an exit from lower return markets. Diver-
sification across spirits and beer portfolios as 
well as a focus on asset-light sourcing is driv-
ing the bulk of M&As.
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Table 1: Select US deals in 2016 showcasing M&A drivers

Company Description Driver(s)

Accolade Wines Acquires Lion’s Australian wine business Expanding portfolio of premium wine 
brands (excl NZ and US assets)

Atlas Peak Brand, assets and inventory

XYZin Brand, assets and inventory from Ascentia 
Wine estates

Geyser Peak Brand, assets and inventory

Constellation Brands (US) Acquiring craft whiskey maker High West 
Distillers

To exploit the opportunity in the growing 
bourbon market; diversify across beer, 
wine and spirits portfolio

Acquiring Charles Smith Wines Collection Strengthening focus on premium brands; 
more exposure to emerging wine region; 
continued focus on asset-light sourcing 
model xvi 

Sale of Canadian wine business Vincor Increased focus on US premium Wine 
Market

Mark West Trademark and inventory

Grupo Campari Divest Sella & Mosca and Teruzzi & Puthod 
wineries 

Exist from non-core (lower return) still wine 
business

Kobrand Wine & Spirits Acquiring Joto sake Access to strong premium wine in growth 
mode

Trinchero Family Estate Acquisition of Mason Cellars Focus on US premium wine market

Palm Bay International Acquiring Pasternak Wine Imports Complements current offering of mainly 
Italian import brands with a stronger port-
folio of French brands

Jackson Family Wines Acquiring WillaKenzie Estate in Willamette 
Valley, Oregon 

Continued focus on premium brands; 
increased exposure to emerging wine 
region; continued focus on owning supply

Acquired Penner-Ash Wine Cellars 

Acquired Copain 

GI Partners Acquired Majority share in Far Niente Wine 
Estates. The deal also included Nickel & 
Nickel, Bella Union, EnRoute, and Dolce.

Private Equity firm that also owns majority 
of Duckhorn

E&J Gallo Orin Swift Cellars Continued focus on premium brands; 
increased exposure to emerging wine 
region
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Europe

Most M&A activity has been concentrated in 
Europe, which accounted for 56% of total deal 
volume between 2007 and 2010. This is large-
ly in line with the region’s share of total global 
wine sales. While M&A activity in the region 
declined in volume and value, Europe contin-
ues to remain the leader in terms of deal vol-
ume. Deal activity has been concentrated in 

the traditional wine producing countries of 
France, Spain and Italy. Despite significant 
global demand for wine produced in these 
countries, the industry is mature in Western 
Europe leading to declining consumption. 
Additionally, the oversupply situation worsen as 
consumers trade up and reduce consumption.

New World other than the US

South Africa really has had limited M&A activ-
ity or even foreign investment in the wine 
industry comparing to the US.xvii Australia 
accounted for 46% of all M&A deals in Asia 
Pacific and 10% of total deal value since 
2007. Oversupply decreased the average deal 
value, but M&A activity rebounded sharply in 
2010 on strong deal volumes and value, indi-
cating early signs of recovery in the industry. 
The majority of M&A activity in Australia has 

targeted smaller standalone wineries and wine 
estates. Globally, Chile is regarded as offering 
good-quality wines in the economy and mid-
priced segments. However, more recently 
winemakers have sought to raise the profile of 
Chilean wines by concentrating on developing 
premium and super-premium wines. Most 
M&A activity has involved acquisitions of well-
established wine producers exporting wine to 
various international markets.
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WHEN MERGERS MAKE SENSE: INDICATORS FROM THE 
TESCO BOOKER ACQUISITION
A report in the Grape Vine argues that the 
wine industry and especially trade should take 
a leaf out of the Tesco Booker Deal book. “If 
you can't beat them, join them." In January 
2017, Tesco announced it had made a 
£3.9bn bid for the Booker Group, the UK’s 
largest food wholesaler, making Tesco’s first 
move into wholesaling. Booker brings expo-
sure to the fastest-growing segment of the UK 
food market and should provide Tesco with a 
useful growth factor. This acquisition is an 
indicator of how the retail and supply chain 
landscape has become new and open. It 
would give Tesco better control over that last 
final mile to its stores and customers: be it 
supplying its own network of convenience 
stores or tapping in to Booker’s own symbol 
presence through Premier, Londis and Bud-
gens. The deal means it would be able to use 
Booker's network of local depots, cash and 
carries and its fleet of vehicles that is the real 
DNA of the business. So convenience, and 
getting goods and services to people in their 
homes as quickly and easily as possible, is 
now the most important retail aim to achieve. 
By April 2019 sales from the convenience 
sector, discounters and the internet will be 
bigger than from supermarkets for the first 
time, collectively increasing sales by 56%.

The Tesco and Booker-type deal would have 
significant implications for both the on and 
off-trades when it comes to their combined 
wine buying power, and the wines they go on 
to stock. Outside influence and disruption 
have become harder to predict than normal 

and wine businesses could ask themselves 
some questions:xviii

• Is wine the business where I should be 
when taking a hard look at how consumers 
are behaving and what they are drinking, 
and whether trading only in wine is going to 
be the most successful trading model 
going forward? The continued rise in craft 
beer and premium spirits is having more of 
a disruptive influence on the wine category 
than many in the trade are willing to accept. 
There are appealing wine alternatives.

• What must the wine business look like and 
focus on? Key industry conglomerates will 
continue to acquire innovative and strong 
brands in developed and developing mar-
kets that can demonstrate price increase 
absorption. This should continue to drive 
M&A volume and value and valuations in 
the foreseeable future.

• Premium brands will continue to be a major 
factor within the industry, as consumers 
continue to perceive beverage alcohol as 
an affordable luxury and thus seek quality 
over price.xix

• Investors and acquirers look for quality and 
brand differentiation and a good cultural fit. 
Peter Kaufman, a Managing Partner at the 
wine investment firm Bacchus Capital 
Management said “We view ourselves as 
partners with these wineries, as opposed 
to owners or acquirers. And it’s not just 
phraseology; we try and live it every day 
with them.” Most of the time that stories of 
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CONCLUSION
Although merger and acquisitions have 
been taking place for many years now 
there is still room for more consolidation in 
the form of takeovers, mergers, partner-
ships, and investments in both the tradi-
tional and new world wine producing 
areas. The global wine market remains 
fragmented compared to the beer market. 
The top five wine producers account for 
nearly 8% of the world market share (brew-
eries: 27%) .

The future of wine production lies within 
those countries that produce primarily New 
World wine. Interestingly and important to 
note is a research finding of Duke Univer-
sity in 2014 that there has not been neces-
sarily a shift in production from developed 
economies to developing economies since 
2000, but rather a shift in market value in 
terms of production from the traditional 
wine producing countries to the New 
World countries. Traditional and quantity 
leadership does not necessarily equal the 

most valuable wine. The market has shift-
ed its value to prioritize the New World 
wine makers. Value now lies in the New 
World wine regions and this is an important 
strategic shift to note.

What can be expected going forward? 
With the recovery of the economy, con-
sumers will keep on buying high-end wines 
crafted by producers that are increasingly 
attractive to investors. If the economy 
slows down, and consumers start buying 
less wine, or less-expensive wine, then 
those wineries will still likely be appealing 
from an investment standpoint, just for dif-
ferent reasons – owners may be willing to 
sell for less money in order to gain a cash 
infusion. Combine that with a growing 
market, consolidations in distribution, and 
demand for high-quality wine there is no 
reason to assume that this wine world 
trend of increasing mergers, acquisitions, 
investments, and partnerships will slow 
down anytime soon.

these acquisitions are reported, the focus 
is on the winery itself, as well as the team 
that initially built that brand and whether or 
not they will stay on board under the new 
ownership. Less obvious yet arguably just 
as important is the additional acquisition of 
whatever back-stock of wine is still aging in 
barrel or tank, which allows for a more 
seamless perception of the transition 
among consumers even if the new owners 

replace the existing winemaking team 
which they generally try not to do. From an 
equity investor’s viewpoint, before they 
partner with brands they pay close atten-
tion to the details of each wine brand indi-
vidually to get assurance that the resulting 
partnership will be fruitful for both parties 
(not purely bottom-line considerations but 
also qualitative considerations (xx and xxi).
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