
Constellation Brands losing millions on its marijuana investment 
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Beer and wine giant Constellation Brands warned Monday it will lose $54.3 million in the 
current quarter from its nearly $4 billion investment in a Canadian-based weed company. 

In 2017, Constellation, whose Chicago-based beer division imports Corona and Modela beers, 
made an initial investment in Canopy Growth as it sought to capture a portion of the 
recreational marijuana market, a market expected to grow as states legalized consumption. 
Constellation raised its stake to 38% in August 2018. 

Earlier this year, Constellation wrote down $160 million of its investment in Canopy. At the 
time, analysts said while Canopy would be a major player as the cannabis market continues to 
grow, perhaps Constellation had poured too much money into the company too soon. In July, 
Bruce Linton, Canopy's co-CEO, was fired as the company reconfigured its board and top 
leadership. 

Constellation's current stake in Canopy, which produces and sells cannabis in dried, oil and 
soft-gel capsules, is 35.6%, according to securities filings. Its six-month loss will be $132.5 
million, Constellation said in Monday's filing. 

Since Constellation took its stake in Canopy, other companies have followed it into the 
cannabis industry. Last year, Breakthru Beverage Group, the alcohol wholesale business co-
led by Blackhawks Chairman Rocky Wirtz, said it would invest $9.2 million in CannTrust, a 
Canadian marijuana producer. Also last year, Molson Coors Brewing's Canadian unit formed a 
joint venture with medical marijuana producer Hydropothecary Corp. to make nonalcoholic 
cannabis-infused beverages. 

Constellation Brands is based in Victor, N.Y., but its CEO, Bill Newlands, is based out of the 
company's Loop location. 

FORECAST REDUCTION - STZ: Updating Estimates Post Canopy 
Report  
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1. On August 15th, Canopy Growth (WEED-CA, Not Covered) reported a loss of C$3.70 for its 
F1Q20 (quarter ending June 30th).  

2. This morning, Constellation (36% ownership) issued an 8-K reconciling its equity income 
loss for its F2Q20 period to be reported in early October.  

https://www.chicagotribune.com/


3. Post-adjustments, Constellation will recognize an equity loss of -$76mn (reported) and -
$55mn (comparable non-GAAP). This compares to our prior estimate of a -$25mn loss (an 
additional -$0.13 impact to EPS). Our F2Q20 EPS goes to $2.53 (prior $2.66) and FY20 EPS 
goes to $8.40 (prior $8.52), a -1.4% impact.  

4. We keep our $230 TP despite lower numbers due to the non-cash nature of equity income. 
Our valuation embeds 15% upside potential based on beer/wine ops only; we assign no equity 
value to Canopy (unchanged).  

5. In July, Canopy's co-CEO Bruce Linton was let go from the company. We view this change 
as a positive for Constellation shareholders as Mr. Linton's entrepreneurial spirit struggled to 
reconcile with the world of CPG.  

6. Canopy continues to invest heavily in International particularly in preparation for the U.S. 
hemp/CBD market with infrastructure built and under construction which is not yet generating 
revenue.  

7. In Canada, the company cited its ~30% share of the adult recreational market, but discussed 
continued investment for production, retail, and brand development ahead of the late-fall 
launch of cannabis derivatives (edibles).  

8. Canopy reiterated guidance for $1bn revenue run rate by F4Q20 and for Canada to reach 
positive adj. EBITDA in FY21.  

9. Valuation: Our target price is based on 22x our FY23 EPS of $12.60 (unchanged) 
discounted back to FY20 at 8%.  

10. Risks: cannabis capital infusions/mis-execution or a core beer business slowdown. 
Company Constellation Brands  
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Anheuser-Busch Passes on Craft Brew Alliance: What Now? 

Source: https://finance.yahoo.com/ 
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Anheuser-Busch InBev (NYSE: BUD) said thanks, but no thanks, and has opted not to 
exercise its option to buy the remaining shares of Craft Brew Alliance (NASDAQ: BREW) that it 
doesn't already own.  

https://finance.yahoo.com/


Although there were a number of good reasons the megabrewer could have (and arguably 
should have) bought the craft brewer, Anheuser-Busch instead chose to pay it $20 million as 
required by a commercial agreement the two signed in 2016. Craft Brew Alliance said it will 
hold a conference call on Sept. 5 to discuss what it will do from here. 

Shares of the craft brewer cratered 15% on the news, but investors who like consumer goods 
stocks may want to take a closer look now that its stock is so cheap. There's a good case to be 
made that it is an attractive buy now. 

Just as it ever was 

Nothing changes for Craft Brew. The master distribution agreement with Anheuser-Busch 
remains in place through 2028, as do the agreements for contract brewing and international 
distribution, which remain intact through 2026. The gains the craft brewer has been making 
through its successful Kona+ growth strategy ought to continue as they were. 

No doubt activist investor Midwood Capital Management will renew its call for Craft Brew to sell 
itself, but that's not necessarily the best option, and it may resist such a push. 

The craft beer industry is a much different place than it was when Anheuser-Busch first signed 
the master distribution agreement that said it had to buy Craft Brew Alliance by Aug. 23 for 
$24.50 per share or else make a $20 million payment under its international distribution 
agreement. 

While there were other periods during the contract period when A-B could have bought Craft 
Brew for less, the megabrewer had essentially been on an acquisition hiatus following its 
purchase of SABMiller. It broke out of it just this month when it bought regional brewer Platform 
Beer, but that was likely a cheaper deal than what Craft Brew would have cost. 

Based on the number of shares outstanding, it would have cost Anheuser-Busch about $500 
million to acquire the craft brewer. Because it is trying to pay down its massive $100 billion debt 
load, the price tag may have been the biggest hurdle. 

Yet it would have gained fast-growing Kona Brewing along with three other up-and-coming 
craft brewers -- Appalachian Mountain, Cisco, and Wynwood -- and two new brewpubs, which 
represent the hot growth market in craft beer these days. 

Which is why investors may not want to discard Craft Brew Alliance like an open bottle of flat 
beer. 

Riding a new wave 

Kona Brewing's Big Wave Golden Ale is a big hit as it enjoys a national rollout with a 
substantial marketing campaign backstopping it. Kona saw depletions (sales to distributors and 
retailers) jump 8% in the second quarter from last year along with an 11% increase in 
shipments. Kona was responsible for 70% of Craft Brew Alliance's total depletions, with Big 
Wave accounting for most of the growth. 



Yet it also saw shipments for its new acquisitions rise, though there are a number of puts and 
takes with the finances, since they previously paid fees to Craft Brew before the acquisition for 
distribution. Craft Brew Alliance also sold a brewpub to Cisco's founders and closed down one 
of its own, but the brewpub and taproom scene is where most of the industry's expansion is 
occurring. 

Also, it is expanding into foreign markets. As part of its international distribution agreement with 
A-B, its Brazilian partner Ambev is helping to distribute Kona in Rio de Janeiro and beyond, 
and recently Craft Brew switched to local production of the beer instead of importing it into the 
country, which will save the brewer a lot of money. Coupled with the $20 million cash infusion it 
just received, it should have the wherewithal to finance international expansion with Anheuser-
Busch's help. 

The way forward 

It might have been better for Craft Brew Alliance to continue its journey as part of the 
Anheuser-Busch family, but with A-B now allowing it to remain independent to a degree, it can 
chart its own path. It seems as if it has found the right groove, and the market's response to the 
news is unjustified. 

Because Craft Brew Alliance was already trading well below the qualifying offer price, it 
indicated it didn't think A-B was going to buy it anyway. To drive the stock down even further 
only serves to make this latest development a buying opportunity. 

DON'T LOOK NOW BUT BEER IS RALLYING 

Source: Beer Business Daily 

August 27, 2019 

Latest IRI scans to August 11 are in. And overall beer trends are, dare we say it. pretty good. 

Category dollars are up 4.2% YTD in IRI's multi-outlet and convenience channel, and total 
volume is up 1.4% for the year. Not too shabby. 

Then, for the latest four weeks in MULC. hang on to your hat: beer dollars are up 8.1% for the 
latest four weeks and volume is up 4.4%. 

A lot of this growth for the four weeks we can attribute to beer's performance in grocery. Here, 
beer was up 8.7% in dollars, and up 5.6% in volume. 

And while seltzer/FMBs deserve most of the credit, up around 60% in dollars and volume in the 
channel for the four weeks. We have to give a shout out to the not-so-terrible trends posted by 
the premium segment in grocery.  

Domestic premiums were only down 0.8% in dollars for the four weeks, and volume down 2%.  

Miller Lite did the heavy lifting, growing dollars by 5% in the four weeks, but Coors Light 
actually chipped in too, growing dollars, albeit barely, up 0.3%; and Bud Light dollars were only 
down 2.4%. 



And while seeing the improvements in percent change is nice, the changes in market share 
tells the true story - seltzers/FMBs are taking over. 

For the four weeks in grocery, the FMB segment grew dollar share by 4.62 points.  

The only other segment of any significant size to grow dollar share in the channel for the four 
weeks was super premium, up 0.29 points. 

Imports grew dollars by 4.8% in the frame, yet still lost 0.73 points worth of dollar share. 

Craft dollars were up 3.2% during the four weeks, and it lost over a full point, down 1.08. 

And despite premium's not-so-terrible post of -0.8% in dollars, the segment still lost 2.43 points 
worth of dollar share in grocery for the four weeks. 

QUICK HITS:  

WHAT'S GOING ON WITH STONE? Of the top 25 vendors in IRI's MULC channel, Stone was 
the only one to see its dollars drop by double digits in the latest four weeks, down 10.7%. It 
was also the only brewer in the top 25 to see its volume decline by double digits for the four 
weeks, down 12.4%. 

ALL DAY IPA FINALLY COMING BACK DOWN TO EARTH? Founders' All Day IPA has been 
an absolute rocket ship, but could that rocket ship's fuel light be on? The brand is still growing 
dollars and volume double digits in MULC for the year, but those trends fall just below +5% for 
the latest 12-weeks. And things are running just a little slower for the four weeks, with dollars 
up 4.3% and volume up 3.9%.  

Founders Brewing Co. is still growing dollars by double-digits, up 12.8% YTD in MULC, but for 
the latest four weeks the company's dollars are only up 3.6%. 

PREMIER STILL NOT CLICKING IN CONVENIENCE. Overall Corona Premier's trends are still 
pretty strong, with dollars and volume up around 42% in MULC for the year. But in 
convenience, Premier's trends are half of that, up around 20% for the year. And for the latest 
12-weeks in convenience, Premier dollars are down 8.6% and volume is down nearly double 
digits, -9.4%.  

MIKE'S DOLLARS UP 99% IN THE LATEST FOUR WEEKS. Mike's put up some insane 
numbers for the latest four weeks in IRI, thanks to White Claw, of course. Total company 
dollars were up 99% for the four weeks in MULC and their volume was up over 101.1%. Year 
to date Mike's dollars and volume are now up, 64.3% and 66.2%, respectively.  

COORS LIGHT GROWING DOLLARS IN LATEST FOUR WEEKS. We mentioned at the top 
that Coors Light is growing dollars in food for the latest four weeks, up 0.3%, but the brand is 
also growing dollars in the larger MULC channel too, also up 0.3%. Coors Light dollars were 
flat in the latest four weeks. It's not a whole lot of growth, but it's quite an improvement from 
where the brand has been lately. 

BF/B US - F1Q'20 Preview & Cheat Sheet 
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Our view: We are modeling sales of $751M, slightly below consensus $773M, as BF/B faces a 
difficult comp in Q1 behind tariffs related buy-in in Q1'19 that added ~3 pts to growth. For the 
full-year, we see guidance as achievable and are closer to the mid-point of the company's 
outlook. We note that underlying trends are largely unchanged for BF.B but some residual 
impact from the remaining months of tariffs will likely continue to impact trends (until they are 
fully lapped in 2H'20). 

Key Items Driving our Call: 1) US Trends: We believe US trends are largely unchanged from 
last Q, with both NABCA and IRI trends growing in the 5-6% range. We note that the US had a 
slow start for BF/B relative to last year and faces an easy comp this Q (2% vs. ~4% in 2H'19). 
We expect US to be able to deliver MSD growth this Q and throughout the year, especially 
behind the launch of JD Tennessee Apple. 2) Tariffs: Brown- Forman faces difficult comps in 
Q1 driven by a tariff related buy-in in the year ago period. This could make reading underlying 
results a little messy this quarter. Last year's buy in will result in a 2-3 point underlying sales 
growth headwind this Q. We are modeling total underlying sales growth of 1%, vs full year 
guidance of 5-6%. Tariffs on Mexican imports presents a whole new challenge for BF/B with 
estimated 3% of the company's sales imported from Mexico to the US. While there has been 
no update on this front, we note there has been some potential for these tariffs coming to 
reality over the past year. We continue to be on the lookout for any changes on this front. 

Thoughts on 2020 Guidance: We see BF/B guidance as realistic and achievable. BF/B is 
guiding to 5-7% underlying sales growth this year, vs 5% reported last year and 6% adj. for the 
impact from tariffs. While there has not been any progress on the tariff front, we see the mid-
point as the likely outcome for 2020 with accelerated growth in 2H'20 behind more normalized 
comps (we are modeling 6.5% underlying growth in 2H vs. 4.5% in 1H). We expect developed 
markets to grow 4-5%, lapping of tariff related headwinds in 3Q to benefit developed and travel 
retail, and EM to continue growing HSD to low DD. 

LT View & Valuation: Brown-Forman is a well-managed company positioned in one of the 
fastest-growing CPG categories: spirits. With competition on the rise, however, incremental 
reinvestment may be required, limiting upside surprises. Based on our analysis, we believe 
Brown-Forman's shares are appropriately discounting long-run 6-7% sales growth and 7-8% 
operating profit growth. 

ACCC begins investigation into Asahi buyout of CUB 

Source: https://www.drinkstrade.com.au/ 

By Alana House 

August 27, 2019 

The Australian Competition and Consumer Commission has begun its formal assessment of 
the proposed $16 billion Asahi buyout of Carlton and United Breweries. 

https://www.drinkstrade.com.au/


The investigation will decide whether Asahi needs to divest brands in light of the combined 
entity having a greater than 50% share of Australia's beer market. 

Since announcing the deal in July, Asahi has gone on to acquire Brisbane's Green Beacon 
Brewing. 

The company's next biggest competitor post-merger would be Lion with a 37% stake. 

Section 50 of the Competition and Consumer Act 2010 prohibits acquisitions that are likely to 
have the effect of substantially lessening competition in a market. 

The ACCC has taken into account Cider Australia's concerns about the deal, asking: "Is cider a 
separate market, or is it in the same market as beer or other ready to drink alcoholic 
beverages? For example, do you consider that the pricing of cider is constrained by the 
availability of other alcoholic beverages in Australia?" 

Submission are due by September 6, with the ACCC decision about the Asahi buyout to be 
made by October 31. 

The ACCC said it wanted views on "the extent to which large customers, such as supermarket 
chains, hotel groups or distributors, could sponsor entry or expansion by a rival supplier if the 
proposed acquisition were to result in a price increase". 

It said it was also interested in the impact on prices from the two groups merging. 

The Australian Financial Review notes: "Industry players are watching closely for the fallout 
from the ACCC's rulings, with expectations high that at least some smaller brands may have to 
be divested because the combined entity would have a market share in Australia of more than 
50% in beer." 

Asahi Beverages Australia executive chairman Peter Margin said that deliberations by the 
ACCC would depend on definitions around volume and value in the marketplace. 

Click here to read the letter that the ACCC has sent to interested parties regarding the Asahi 
buyout of CUB. 

https://www.accc.gov.au/system/files/public-registers/documents/Asahi%20CUB%20-
%20Market%20Inquiries%20Letter%20-%2023%20August%202019.pdf 

The Legalities of Using a Third-Party Marketer 

Brand experts share tips for staying on the right side of the law when using an external 
marketing company 

Source: https://daily.sevenfifty.com/ 

Ryan Malkin 

August 26, 2019  
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The old adage "We'll just have an agency do it" is a farce. It has never been legal for brands to 
simply give a third-party agency money to pay to a retailer for prominent menu or shelf 
position-the days of brands simply trusting third-party agencies to comply with local laws seem 
to be coming to an end. By ignoring or encouraging actions, such as swiping a credit card to 
give an account money or dropping off iPads and other gifts to retail accounts, suppliers can 
run afoul of national and local laws, which in turn yield pricey fines for violations.  

In 2011 an Alcohol and Tobacco Tax and Trade Bureau (TTB) investigation into a Harrah's 
beverage program resulted in major suppliers paying nearly $1.9 million to the TTB. According 
to the TTB, the suppliers had "furnished nearly $2 million in inducements [also known as 
slotting fees] through a third party to Harrah's Entertainment's hotel and casino subsidiary 
corporations" to obtain preferential product display and shelf space at Harrah's.  

This year, Heineken USA paid the TTB $2.5 million for trade practice violations, including, 
according to the TTB, the use of "third parties to pay for additional slotting fees to retailers."  

The TTB's announced intentions in enforcing trade practices through 2022 seem to be coming 
to fruition. For its 2020 fiscal year, the bureau will receive federal funding of more than $3 
million for continued trade practice enforcement.  

Still, none of these actions by the TTB preclude using a third-party marketing agency. But 
before suppliers and distributors get into business with third-party agencies and marketers, 
they should simply consider the rules of engagement. 

What Third Parties Can Do for Suppliers 

The use of third parties is widespread. The services they offer can range from assisting in on-
premise and off-premise consumer tasting events, executing experiential brand events and 
activations, and creating and managing online content, including social media.  

Effective agencies can increase a brand's market presence through relationship building, but 
based on previous TTB violations, problems can arise when third-party agencies interact 
directly with retailers (meaning any place with a license to sell alcohol, like a bar, restaurant, or 
liquor/wine shop). Some agencies simply exchange money for retailer placements. Essentially, 
they take a cut from the supplier or distributor's fee-for instance, 15 percent-and pass the rest 
of the money (the aforementioned slotting fee) on to a retailer for premium placements on the 
shelf or bar menu.  

Suppliers Must Create and Enforce Contractual Standards 

Suppliers who are considering entering into a relationship with a third-party agency should start 
by taking into account the activity the agency is being engaged to perform. A good rule of 
thumb is [to say] "If we can't do it directly, we can't do it through a third-party marketing 
company," says Alison Herman, the senior regulatory and compliance counsel for Southern 
Glazer's Wine & Spirits (SGWS), based in Silver Spring, Maryland.  

If suppliers do decide to work with an agency, they should require the agency to indemnify the 
supplier or distributor if relevant laws are not complied with. That means that if a regulator fines 



the supplier or distributor for something improper the agency did, the supplier or distributor can 
look to the agency for reimbursement.  

"Indemnification is one of the main reasons brands hire third parties rather than [engaging with 
retailer accounts] in-house," says Kristen Hannah, who started the trade marketing division at 
William Grant & Sons before founding the field and experiential agency Ayatana XP, based in 
New York City. The reason, she notes, is that the agency then takes on some of the liability 
and risk of running afoul of regulations.  

Suppliers and distributors should also consider including compliance language in an agency 
agreement. Such language will say, in part, that the agency does not have any ownership in 
any retailer and that client funds are not intended-and will not be used-to induce a retailer to 
purchase certain products to the exclusion of competitive products. For instance, the 
international company Diageo contractually requires third-party agencies to follow all relevant 
local laws as well as additional internal policies, according to Trey Tomlinson, the company's 
director and senior counsel for beverage alcohol law. When Diageo partners with new 
marketing agencies, it conducts initial training and then periodically follows up to ensure that 
standards are being maintained and that all agency staff is trained.  

As Herman of SGWS explains, some states-for example, Florida-even require distributors to 
have third parties sign certificates that say: (a) the third-party company is not related to any 
retail licensee/vendor, and no monies paid will be provided to the retail licensee/vendor, (b) 
none of the monies paid to the third party will be used to pay for or reimburse a retail 
licensee/vendor for any advertising services, and (c) all services performed by the third party 
on behalf of the distributor must be for services that can be legally performed by the distributor 
pursuant to FAA and state alcoholic beverage laws.  

The Advantages of Legally Collaborating with Third-Party Marketers 

According to John Cicero, the vice president of Team Enterprises, a brand management and 
strategy company based in Fort Lauderdale, Florida, the benefits of working with agencies go 
"beyond the monetary." For the company's Bacardi portfolio, Cicero manages over 100 team 
members-called Bacardi activation managers, or BAMs-who are dedicated to the brand. "[Their 
work is] not about paying for placements on national account menus," he says. "The BAMs 
have a much smaller number of accounts to visit than someone in-house, so they can be more 
customer driven."  

The BAMs can develop personal relationships with retailers and bars and try to understand 
their specific needs and goals. For instance, does a particular bar want to win an industry 
award or other accolade? Agencies can provide informed suggestions for marketing or cocktail 
programs, happy hours, and city- and account-specific events to draw a crowd, with both the 
supplier and the retailer or bar in mind. Instead of a brand providing generic, national point-of-
sale marketing that may or may not work for a particular account, agencies can bring a 
personal, handheld touch, especially when a brand does not have its own people in a given 
market.  

Hannah agrees that great agencies are experts in their field and provide an added level of 
creativity that someone who has to manage all aspects of a brand remotely from headquarters, 



including traditional advertising and budgets, just cannot supply. The Team Enterprises and 
Ayatana XPs of the world provide a service as an extension of the brand.  

There are also independent organizations that work with brands as their sponsors, managing 
less tangible goals-and not sales-in mind.  

The United States Bartenders Guild (USBG, based in California but active in 50 cities 
nationwide), for example, works closely with companies and brands such as Diageo and 
Campari through what it calls partnership programs. One of the activations it may manage 
could be a bartender competition, such as World Class, which is sponsored by Diageo. 
According to USBG's executive director, Aaron Gregory Smith, "A partner is sponsoring 
USBG's activity and program, so we have a lot of leeway to execute the program as we see fit."  

That means USBG is responsible for choosing venues, selecting judges, and executing the 
program overall. USBG understands that "different states have different laws as far as giving 
impermissible things of value," notes Smith. Given the various state restrictions, USBG 
concentrates on offering educational experiences instead of just a cash reward for competition 
winners. The brand, by being a sponsor, gets to connect with bartenders around the country-
for instance, its product is used as an ingredient in the cocktail competition. Through 
submission of a cocktail in a competition, the bartenders are more likely to become fond of the 
product and may even put their submission on a cocktail menu, increasing sales. 

Similarly, the annual New Orleans drinks industry conference Tales of the Cocktail manages 
events around the country and internationally. According to Caroline Rosen, the executive 
director of the Tales of the Cocktail Foundation, which governs the event, TOTC presents 
competitions and other opportunities, sponsored by brands, in which bartenders can 
participate; these events get the products into the hands (and more importantly, the mouths) of 
the bartenders. 

Third-party agencies will always be of value. A few bad apples over the years certainly do not 
make an entire industry unlawful. In the future, given the latest spate of enforcement actions, 
industry members should just be sure to emphasize compliance when working with third-party 
agencies. 

Ryan Malkin is principal attorney at Malkin Law, P.A., a law firm serving the alcohol beverage 
industry. Nothing in this article is intended to be and should not be construed as specific legal 
advice. 

Aluminum Can Producers Warn of Price Increases, as President 
Trump Threatens to Increase Tariffs on Chinese Imports 
(Additional Coverage) 

Source: https://www.brewbound.com/ 

Aug. 26, 2019  
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Barring a resolution before next week, President Donald Trump's escalating trade war with 
China - and increased tariffs on aluminum can sheet - threatens to further impact U.S. beer 
companies' bottom lines. 

On Friday, Trump announced via Twitter plans to increase tariffs on $550 billion of imported 
Chinese goods over the next two months in retaliation for China saying it would impose $75 
billion in tariffs on goods imported from America beginning October 1. 

According to Trump's proposal, the U.S. will increase tariffs on $300 billion in Chinese imports, 
from 10% to 15%, starting September 1. The U.S. would then raise the tariffs on $250 billion in 
other Chinese goods from 25% to 30% beginning October 1. 

In a series of tweets on Friday, Trump called China's proposed $75 billion in tariffs on U.S. 
goods "politically motivated," accusing the country of "taking advantage of the United States on 
trade, intellectual property theft, and much more" for several years. 

"In the spirit of achieving fair trade, we must balance this very unfair trading relationship," he 
wrote. 

According to the Beer Institute, Trump's tariffs amount to a $347 million annual tax on the beer 
industry. Should the new tariffs take effect, that number would rise. 

MillerCoors, the second-largest U.S. beer company, has said the tariffs have cost it $40 million. 
Some regional craft breweries, such as Minnesota's Summit Brewing, say they've been hit by 
$160,000 in extra costs. 

In a statement, Beer Institute (BI) president and CEO Jim McGreevy said the additional tariffs 
on imported aluminum are "raising costs to all America's brewers who package their beer in 
aluminum cans." 

"Last year alone, the American beverage industry paid an additional $250 million in aluminum 
tariffs on metal that wasn't actually subject to tariffs, increasing the cost of beer production for 
brewers," he said. "These additional tariffs will only increase costs even more and put jobs that 
rely on America's thriving beer industry at risk." 

Brewers Association (BA) president and CEO Bob Pease told Brewbound that the organization 
continues to work with members of Congress, as well as industry groups including the BI and 
Can Manufacturers Institute, to repeal the tariffs. 

"Aluminum cans represent nearly [one-]third of package production for brewers and we're 
trying to make our case on Capitol Hill as to what impact and what a hardship this is going to 
be on over 7,000 small and independent breweries," Pease said. "Plus, the amount of 
aluminum used by the large brewers, I'm sure dwarfs our members." 

Pease said the BA estimates that beer companies import as much as $150 million in aluminum 
cansheet annually. 

"If you add a 10% or 15% tariff on that, it's not a small number," he said. 



Meanwhile, alcohol producers and importers are staring down the barrel of a potential increase 
in the federal excise tax (FET) at the end of the year with the expiration of tax relief for all 
alcohol producers and importers. A majority of congressional members have backed plans to 
permanently reduce the FET via the Craft Beverage Modernization and Tax Reform Act of 
2019. However, CBMTRA's passage is not a given. 

"That uncertainty makes it really hard to survive or thrive in the business environment," Pease 
said. "Craft continues to be a bright spot for the U.S. beer industry, but many of our members 
are struggling right now. The tariffs are one hit, and if the Craft Beverage [Modernization and 
Tax Reform Act] bill expires, that's going to be a double whammy." 

Optimism for a resolution came Monday morning when Trump told reporters at the G7 summit 
in France that Chinese officials had reached out over the weekend to "make a deal," CBS 
reported. 

According to The Wall Street Journal, Trump said "anything's possible" in response to a 
question asking if he'd consider dropping or delaying the tariffs. 

China's vice premier, Liu He, the top economic adviser to President Xi Jinping, said the country 
is willing to work out a resolution to end the trade war, according to Reuters. 

"We believe that the escalation of the trade war is not beneficial for China, the United States, 
nor to the interests of the people of the world," He said. 

Trump responded on Twitter, saying "talks are continuing!" 

"Great respect for the fact that President Xi & his Representatives want "calm resolution," he 
wrote. "So impressed that they are willing to come out & state the facts so accurately. This is 
why he is a great leader & representing a great country." 

Nevertheless, c. 

Cask Global Canning Solutions, the official supplier of cans for Ball Corporation, alerted 
customers on Friday that an additional line item for the tariffs would appear on invoices for all 
can purchases beginning September 1. 

"The exact cost increase that will be passed through to our can customers is difficult to quantify 
as it depends on the amount of imported aluminum from China that feeds into the can 
manufacturing plants, which is variable through time," the company said. "This tariff and cost 
increase affects the entire beverage can industry, regardless of can manufacturer." 

Cask also shared a "customer alert" issued in mid-August by Ball, the world's largest producer 
of aluminum cans, that warned customers of a new invoice charge beginning in September, 
labeled as "Section 301 Import Tax" - named for the section of the U.S. Trade Act of 1974. 

"This charge will continue for the duration of the applicable tariff," Ball said in the alert. "Please 
be assured that Ball will continue using every available avenue to exclude Cansheet from this 
additional tariff so that we can seek to keep sustainable aluminum cans from being impacted 
by this proposed regulatory change." 



The news came three days after the Office of the United States Trade Representative (USTR) 
announced that the U.S. would impose an additional 10% levy - in addition to an existing 3% 
historical tariff and a 10% incremental tariff - on Chinese goods, including aluminum cansheet, 
starting September 1. 

Recall that Ball agreed to sell its beverage packaging plants in Beijing, Foshan, Hubei and 
Qingdao to ORG Technology for about $225 million last December. 

Trump says tariffs on French wine depend on digital tax 'deal' 

'Am I gonna tariff French wine? Well, it depends on the deal we work out on the digital tax.' 

Source: https://www.politico.eu/ 

HANS VON DER BURCHARD  

8/26/19 

France - U.S. President Donald Trump said Monday that France will have to strike a deal over 
taxing digital giants in order to avoid tariffs on French products like wine. 

"Am I gonna tariff French wine? Well, it depends on the deal we work out on the digital tax," 
Trump told reporters ahead of a meeting with Egyptian President Abdel Fattah el-Sisi on the 
sidelines of the G7 summit. 

"We are negotiating right now," he added, without providing more information on what kind of 
negotiations he was referring to, or his timeframe. 

The French digital services tax, which was signed into law last month, targets companies with 
at least ?750 million in global revenue and digital sales of ?25 million in France from certain 
digital activities. 

French President Emmanuel Macron told reporters on Sunday he hopes that negotiations at 
the OECD would lead to an international deal on taxing digital services by the end of 2020, 
which would allow France to withdraw its national tax. 

Ahead of the G7 summit, Trump said Macron must drop his "unfair" digital tax or "we'll be 
taxing their wine like they've never seen before." 

US, Japan Agree 'In Principle' To Slash Trade Barriers 

Source: https://www.law360.com/ 

By Alex Lawson 

August 25, 2019 

The U.S. and Japanese governments announced Sunday that they agreed "in principle" on a 
limited-scale trade deal covering agriculture, digital trade and industrial tariffs on the sidelines 
of the G-7 summit in France. 

https://www.politico.eu/
https://www.law360.com/


President Donald Trump emerged from his meeting with Japanese Prime Minister Shinzo Abe 
with the broad outlines of a new trade accord between the two nations nearly a year after they 
agreed to hold bilateral talks. Trump said the details of the agreement are still being formalized 
and they will look to sign it at the UN General Assembly next month. 

"We've been working on a deal with Japan for a long time," Trump said after his meeting with 
Abe. "It involves agricultural, and it involves e-commerce and many other things. It's a very big 
transaction, and we've agreed in principle." 

Abe said the two sides agreed after a series of "intensive negotiations" over the past several 
months.  

"If we are to see the entry into force of this trade agreement, I'm quite sure that there will be the 
immense positive impact on both the Japanese as well as American economies," the prime 
minister said. 

U.S. Trade Representative Robert Lighthizer said the deal is structured around three 
components: opening up Japan's agricultural market, reducing industrial tariffs, and reducing 
barriers to digital trade. 

"From our point of view, it is extremely important to our farmers and ranchers and those people 
who work in the digital space," he said. 

Lighthizer said the agricultural component of the agreement would be particularly beneficial for 
U.S. beef, pork, wheat, dairy, wine and ethanol producers. He added the agreement would also 
trigger "substantial reductions" of both tariffs and non-tariff barriers to improve market access, 
although he pointed out that automotive tariffs would not be removed. 

On digital trade, Lighthizer said that the agreement with Japan was the "gold standard." He did 
not elaborate on those provisions, but the U.S. made clear in the early stages of the talks that it 
was aiming to structure a Japan deal in the mold of the renegotiated North American Free 
Trade Agreement. 

The renegotiated NAFTA added an entirely new chapter on digital trade, which allowed for the 
free flow of data across borders and forbid the government from requiring companies to store 
their data exclusively on local servers. 

Lighthizer's office did not immediately respond to requests for more details about the 
agreement or whether the concessions from the U.S. side are significant enough to require 
approval from Congress. 

Without more detail, it is unclear whether the deal between the U.S. and Japan is in line with 
international rules. The World Trade Organization's "most favored nation" principle generally 
requires trade concessions to be applied uniformly for all partners, meaning if Japan were to 
reduce tariffs on a certain batch of U.S. goods, it would have to do so for other countries as 
well. 

Article XXIV of the General Agreement on Tariffs and Trade allows countries to get around that 
obligation if they strike a full-fledged agreement that covers "substantially all trade." The 



apparently limited scope of the impending U.S.-Japan deal would appear to fall short of that 
hurdle, which could prompt legal blowback in Geneva.  

The article also allows for parties to reach an "interim" agreement that could lay the 
groundwork for a fuller trade agreement, but neither Trump nor Abe clarified whether they are 
envisioning this agreement as a stepping stone to a larger negotiating effort. 

Wealthy German beer tycoon and his family including two young 
children are killed in horrific helicopter crash in Majorca (Excerpt) 

August Inselkammer Jr, wife Christina and children Max, 11, Sophie, nine, died 

Their helicopter taking them to a restaurant for birthday lunch hit a light aircraft 

Italian pilot Cedric Leoni, who worked for German firm at base in Majorca, died 

Two Spaniards in microlight made up death toll from island's worst-ever air crash 

Crash, which happened after 1.30pm on Sunday, is being probed by Civil Guard 

Source: https://www.dailymail.co.uk/ 

By GERARD COUZENS FOR MAILONLINE 

26 August 2019 

Businessman August Inselkammer Jr, his wife Christina and their two children Max, 11, and 
Sophie, nine, died instantly after the Bell 206 helicopter taking them to an upmarket restaurant 
for a birthday lunch hit a light aircraft. 

Italian pilot Cedric Leoni, who worked for a German firm called Rotorflug at its base in Majorca, 
also died in the collision. 

The two Spaniards travelling in the microlight who made up the death toll from the island's 
worst-ever air crash, were named locally as pilot Juan Jose Vidal and his friend Gustavo 
Serrano. 

Mr Inselkammer, who came from a well-known family of brewing entrepreneurs, was heading 
to lunch with friends at a restaurant in Camp de Mar near Andratx when he died. 

In a twist of fate, the holiday pals the dead family were due to lunch with ended up having to go 
by road after one of the two choppers they had booked turned out to be too small. 

The helicopter piloted by Mr Leoni was sent to the luxury Hotel La Reserva Rotana Manacor, 
near to the house where the Inselkammer family were staying.  

https://www.dailymail.co.uk/news/article-7395169/German-beer-tycoon-family-killed-horrific-
helicopter-crash-Majorca.html 

Industry flashback: https://www.nzherald.co.nz/nz/news/article.cfm?c_id=1&objectid=10633092 

https://www.dailymail.co.uk/
https://www.dailymail.co.uk/news/article-7395169/German-beer-tycoon-family-killed-horrific-helicopter-crash-Majorca.html
https://www.dailymail.co.uk/news/article-7395169/German-beer-tycoon-family-killed-horrific-helicopter-crash-Majorca.html
https://www.nzherald.co.nz/nz/news/article.cfm?c_id=1&objectid=10633092


By the numbers: Florida ranks 3rd highest on wine taxes (Excerpt) 

Source: https://www.kpvi.com/ 

August 27, 2019 

The state wine excise taxes in Florida ranked third highest in the nation, according to a new 
analysis from the Tax Foundation based on January 2019 data. 

The state's effective excise tax on a gallon of wine in Florida stood at $2.25, the Tax 
Foundation study found. 

Most states levy wine taxes based on volume, but other states impose other types of taxation. 
Minnesota places per-bottle fees that vary based on size. 

Five states - Mississippi, New Hampshire, Pennsylvania, Utah and Wyoming - have in place 
government monopolies on the sale of beer, wine and other alcoholic beverages, according to 
the analysis. 

Full state list: https://www.kpvi.com/news/national_news/by-the-numbers-florida-ranks-rd-
highest-on-wine-taxes/article_8d0a9f82-2730-59c2-94c6-3690a7ca22a7.html 

Weed Weekly (Issue 25): Summarising Cannabis News Over the 
Past Week  

Source: Jefferies 

Ryan Tomkins  

August 27, 2019 

Key Takeaway 

In a sector rife with daily news flow, we aim to summarise key events at the end of each week 
and to provide some thoughts on the implications. Today, we summarise 21 stories from the 
past week. Of particular interest are stories related to Tilray shipping from Portugal and a 
subsequent CNBC interview, and a US$500mn shelf prospectus by Aphria. 

Insights  

Keeping on top of news flow is important: In such a young industry, things change rapidly. As 
such, there's an abundance of news flow on a daily basis. With this in mind, we believe it is 
helpful to provide an update that summarises key events at the end of each week. We highlight 
a few headlines below, with a more detailed overview of recent updates in the main report. 

Tilray ship from Portugal and CEO interview: Following news this week Tilray had agreed to its 
first shipment to Germany from Portugal (c$3.3m), CEO Kennedy was interviewed on CNBC. 
On profitability, he said that for Canada "we could be profitable there in the next quarter or two" 
and group wise, "On an existing footprint, we see profitability within the next half year to year." 
It is the comments around international expansion we found interesting. Remember, we have 

https://www.kpvi.com/
https://www.kpvi.com/news/national_news/by-the-numbers-florida-ranks-rd-highest-on-wine-taxes/article_8d0a9f82-2730-59c2-94c6-3690a7ca22a7.html
https://www.kpvi.com/news/national_news/by-the-numbers-florida-ranks-rd-highest-on-wine-taxes/article_8d0a9f82-2730-59c2-94c6-3690a7ca22a7.html


argued since our Tilray initiation that much of its possible value is tied to international markets 
where the outlook is currently uncertain. For context, at Q4 results, Kennedy said "the global 
medical opportunity in currently 41 countries [end of 2018], I think we'll easily end this year with 
more than 50 countries that have legalized...There's a chance we could get to 70 
countries...over the next really 18-24 months." It was this optimism that we have been cautious 
of, and in this week's interview he said "we're seeing country after country; 41 countries now 
have legalised...I expect to get to 80 over the next 2 years...and we only have 2 countries that 
have legalised adult-use..I expect 4 more countries to legalise...over the next year or so". This 
would suggest that, now almost two-thirds of the way through 2019, the previous projection of 
50 countries (given 41 is unch. YTD) is unlikely, as could be the new estimates. 

Aphria announces US$500mn shelf prospectus: On Friday Aphria announced a shelf 
prospectus that will allow the company and/or selling security holders to make offerings of 
common shares, debt securities, subscription receipts, convertible securities, rights, units, 
warrants or any combination thereof of up to an aggregate of US$500 million during the 25-
month period that the shelf prospectus is effective. US$350mn of this will be set aside for sales 
by holders of the US$350mn of convertible debt issued by the company on April 23, 2019. We 
view this move as a positive in the context of the wider industry where there are significant 
concerns around the rate of cash burn. With the cash balance as of May 31, 2019, already at 
over CAD$600mn, this should ensure debt commitments can easily be met, whilst also 
ensuring enough funds for continued investment in the business. The shelf prospectus also 
provides the company with flexibility to allow an institutional investor or a strategic partner to 
invest in its business. 

SUNDIAL GROWERS - INITIATE AT OUTPERFORM: DIALING UP A 
PREMIUM COMBINATION 

Source: Cowen 

August 27, 2019 

THE COWEN INSIGHT 

We initiate coverage of SNDL with an Outperform rating and a US$20 PT. SNDL provides a 
differentiated story led by its premium pricing model and small batch, low-cost production to 
yield enhanced profitability. The company is already positioned as a leader in adult use while in 
the very early innings of its distribution and SKU/brand rollout. We designate SNDL as our Top 
Pick in cannabis. 

Premium Pricing Model to Drive Robust Revenue Growth 

Relative to many of the Canadian LPs, SNDL has a differentiated strategy focused on a classic 
CPG price tiering structure, and derives higher selling prices from its premium offerings. Only 
operational since 1Q19, SNDL's 2Q19 revenue of C$19 mm in its first "real" quarter was an 
impressive start (already ahead of CRON, and only slightly behind TLRY). Even more 
impressively, SNDL only had distribution to only one province (Alberta) and has since 
expanded into Ontario, Manitoba and Saskatchewan, leveraging a traditional CPG category 
mindset of establishing a portfolio mix of "good, better, best" offerings. We look for ASPs to 



increase as SNDL mixes higher to provincial sales and introduces its super-premium inhalation 
brands Top Leaf and BC Weed Co. 

Differentiated Cultivation Drives Highly Competitive Yields 

SNDL leverages a unique purpose-built modular indoor grow model that allows the company to 
produce large volumes of high-quality cannabis in small batches, reinforcing SNDL's artisanal 
proposition. The individual room-based grow, drives customizable environments, efficient 
scaling, higher and more predictable yields, while also helping to mitigate the risk of crop loss. 
As such, the company is able to generate best-in-class yields among its peer group, and by a 
wide margin vs. some of the large scale players, such as WEED and APHA. The company is 
targeting increasing its yields from 50 grams per square foot to over 60, which may be 
conservative considering they are currently delivering yields over 70 grams per square foot in 
some of its cultivation rooms, though some of that reflects strain-specific dynamics. 

Near-Term Path to Profitability 

With a vast majority of SNDL's revenues LP-to-LP for now, its 46% margin in 2Q19 is 
impressive, and comps well against its peers (who have a higher mix of provincial sales and 
higher margin medical cannabis). SNDL has already displayed evidence of responsible 
corporate spending, as it nearly broke-even in its second quarter of cannabis sales, and would 
have been profitable if not for a one-time C$1.5 mm R&D charge. We expect the company to 
reach positive EBITDA in 3Q19, and ultimately deliver margins above 40% over time. With few 
LPs able to break-even, we believe that over time, investors will be increasingly apt to reward 
those companies that can deliver near-term profits (and/or deliver diversified global revenues 
that justify the SG&A investments). 

Attractive Valuation 

Our price target of US$20 implies a 6.5x EV/FY3 revenue multiple, which is well below other 
Tier 1 and 2 cannabis companies. At a 15% discount OGI and HEXO, we believe the wide 
discount is unwarranted given the company has a low cost structure and has displayed 
impressive early stage adult use cannabis sales that were predominantly to other LPs. 
Moreover, SNDL does not yet have a strategic partner, which development, would likely drive 
multiple expansion. In the meantime, as ASPs rise from provincial sales with improved 
profitability, we believe that the valuation gaps will begin to close. 

Latest Brexit Headlines 

Source: Multiple 

August 27, 2019 

https://www.dailymail.co.uk/news/article-7396205/Boris-Johnson-insists-prepared-Brexit-
negotiations-run-eleventh-hour.html 

https://www.telegraph.co.uk/politics/2019/08/26/boris-johnson-send-brexit-sherpa-brussels-get-
deal-done/ 

https://www.dailymail.co.uk/news/article-7396205/Boris-Johnson-insists-prepared-Brexit-negotiations-run-eleventh-hour.html
https://www.dailymail.co.uk/news/article-7396205/Boris-Johnson-insists-prepared-Brexit-negotiations-run-eleventh-hour.html
https://www.telegraph.co.uk/politics/2019/08/26/boris-johnson-send-brexit-sherpa-brussels-get-deal-done/
https://www.telegraph.co.uk/politics/2019/08/26/boris-johnson-send-brexit-sherpa-brussels-get-deal-done/


https://www.dailymail.co.uk/news/article-7395333/Donald-Trump-says-waiting-Boris-Johnson-
PM-six-years.html 

https://www.theguardian.com/politics/2019/aug/26/brexit-shutting-down-parliament-gravest-
abuse-of-power-in-living-memory-legal-advice 

https://www.independent.co.uk/news/uk/politics/boris-johnson-brexit-peers-house-lords-
appointments-farage-a9079221.html 

WTO Set To Rule On Canadian Wine Sale Rules Next Year 

Source: https://www.law360.com/ 

By Alex Lawson 

August 26, 2019 

The World Trade Organization panel currently weighing Australia's challenge of Canada's 
restrictions on the retail sale of foreign wines said it will issue a decision in the first half of next 
year, according to a WTO notice published Monday. 

Australia filed its case in January 2018, crying foul over a series of provincial rules that 
purportedly allow Canadian wines to reach retail shelves more quickly and efficiently than 
foreign wines. 

The two sides were unable to resolve the dispute through negotiation and a panel was formed 
to hear the case earlier this year. After nearly six months of litigating, the panel told both 
governments they can expect a decision next year. 

"In accordance with the timetable adopted thus far after consultation with the parties, the panel 
estimates that it will issue its final report to the parties in the first half of 2020," the panel wrote 
in a brief statement circulated Monday. 

The bulk of Australia's complaint focuses on regulations in British Columbia that allow 
Canadian wines to be sold on regular grocery store shelves, while foreign wines must be sold 
at an adjacent "store within a store," creating an extra layer of regulatory hurdles with which 
foreign producers must comply. 

Those BC rules were also at the center of a case brought by the U.S. at the end of the Obama 
administration and then later revived during the Trump administration. That case has been 
paused as Canada and the U.S. agreed on a removal of the BC wine rules through the 
renegotiation of the North American Free Trade Agreement. 

Canada is set to make those revisions by Nov. 1, but neither Ottawa nor Australia responded 
to a request for comment on whether the rules would be removed entirely or whether U.S. 
wines would be exempt from them. 

But Australia's case also cited rules in Ontario, Quebec and Nova Scotia, which allegedly 
discriminate against foreign wines by cutting down on supply chain red tape and reducing price 
markup only for domestic wines. 

https://www.dailymail.co.uk/news/article-7395333/Donald-Trump-says-waiting-Boris-Johnson-PM-six-years.html
https://www.dailymail.co.uk/news/article-7395333/Donald-Trump-says-waiting-Boris-Johnson-PM-six-years.html
https://www.theguardian.com/politics/2019/aug/26/brexit-shutting-down-parliament-gravest-abuse-of-power-in-living-memory-legal-advice
https://www.theguardian.com/politics/2019/aug/26/brexit-shutting-down-parliament-gravest-abuse-of-power-in-living-memory-legal-advice
https://www.independent.co.uk/news/uk/politics/boris-johnson-brexit-peers-house-lords-appointments-farage-a9079221.html
https://www.independent.co.uk/news/uk/politics/boris-johnson-brexit-peers-house-lords-appointments-farage-a9079221.html
https://www.law360.com/


The 2018 missive against Canada marked a rare foray into WTO dispute settlement for 
Australia, which had not brought a case against another member since 2003. Canada is 
Australia's fourth-largest export market for wine, valued at AU$187 million or $126.7 million. 

America's domestic wines fight back 

US wine sales are rising, driven by a renewed interested in domestic wines. 

Source: https://www.drinks-today.com/ 

August 27, 2019 

US wine sales rose 3% in July, driven by an increased thirst for domestic table wines. The 
overall market has risen to more than $73 billion in sales in the 12 months to 31 July. 

According to the Wine Analytics Report, domestic wine sales approached $50 billion in the 12 
months to the end of July. While this figure also included bulk imports, the Report notes that 
overall sales of bulk imports had dropped 23% to $1.5 billion. 

"The data pointed to steady long-term growth despite a recent deceleration in overall sales, 
particularly in sales volumes," said a statement from Wines Vines Analytics. 

Sparkling wines outperformed table wines, gaining more than 4% in value and 2% in volume. 
Table wines, on the other hand, gained less than 1%in value, while volumes were down 2%. 

The report says the "data reflected the ongoing shift to more expensive purchases, as 
consumers spent more on a lower volume of wine." 

Cabernet Sauvignon remains king of the market, with sales of $2.7 billion over the 52 weeks, 
up 3% from the previous year. However, consumers are generally embracing lighter styles of 
wines, with sales of rosé wines increasing by 25% to $535m in sales in the same period. 

Direct-to-consumer shipments showed the strongest growth. 

How Much is Your Winery Worth Today? (Excerpt) 

Source: https://svbwine.blogspot.com/ 

August 26, 2019 

Change Creates Opportunity 

The 2019 SVB State of the Industry Report helped change the narrative in the wine business 
this year. While the industry remained focused on premiumization, I had to report in January 
that the positive elements that created the industry's astounding success over the past 25 
years were hitting a wall. We predicted that M&A would slow this year and thus far, that 
appears to be a good call, notwithstanding the massive sale of about thirty of Constellation's 
wine brands to Gallo for $1.7BN. 

https://www.drinks-today.com/
https://svbwine.blogspot.com/


There is plenty of activity still. Probably once a week both buyers and sellers ask me, "what are 
average winery multiples?" What they are really asking is "how much is my winery worth?" But 
there is more to the question. They also want some color on the business environment. 

As a banker, I love those questions because it means there might be a financing opportunity 
(...yes I do have a day job making loans, as boring as that might sound.).  

The short answer to the headline question for today, is there are still plenty of buyers but 
overall they are being a little more selective, and your winery and vineyard are probably not 
worth more than they were last year. 

Without going into details on a long topic, we are presently oversupplied on grapes and bulk 
wine from most regions, and the upside to higher sales is for today - more limited than the past 
when the rising tide of higher boomer incomes along with the belief in the health benefits of 
moderate wine consumption lifted all boats. Today millennial consumers are spirits and beer 
consumers, and are trying to cut their alcohol consumption for health reasons. 

There are activities that with certainty will return the growth rate in demand that we've been 
used to, but that is another VERY long topic for another day. Buyers believe in the strength of 
the product and know there is upside given time, expertise, and focus. 

As it stands, shrewd buyers and sellers are still finding agreement on price and repurposing 
valuable assets for tomorrow. Investors with a long view recognize the opportunity this current 
market change is creating. But with any sale, there has to be an offer, and an answer to the 
question, "How much is my winery or vineyard worth today?" 

The Alcohol Beverage Market 

If you understand valuation theory and want to go straight to the answer to the question of 
multiples and valuation, skip down the page to the Current Public Company Multiples. If you 
want some of the basic thoughts on valuation first, please continue reading. 

Valuation Theory 

Still with me? The answer for alcohol beverage companies is that multiples for spirits 
companies are at the highest among alcohol beverage companies, not wineries. That's a 
change from the past, but it makes sense because spirits companies currently have superior 
growth metrics compared to wine and beer. 

How does the growth rate in an industry segment impact the value or multiples of a company? 
A buyer of any company wants to be in a high demand-driven market because that spells 
opportunity. If you are buying a stock, you are betting that will go up in value and its the same 
thing with the buyer of a company. Everyone wants to see higher sales, leading to better profits 
and will pay more for that. 

Unique Premium Wine Company Factors 

Most luxury wine company buyers are individuals, strategic buyers or Private Equity firms who 
have a longer investment horizon versus public companies. There are a few public companies 



but they have to focus on quarter-to-quarter results - in an industry that otherwise gets one 
harvest a year. 

Put in financial terms, the ROI of a luxury wine asset is negatively impacted by comparatively 
lower year over year earnings upfront, but is then dominated by the amount and timing of the 
terminal multiple, or exit value of the investment. That long term math doesn't suit Wall Street. 

There is a difference between production wineries and premium and luxury wine companies 
because the latter are tied to terrior. The properties are always small, and value is often hidden 
from current earnings and instead housed in the increasing value of unique vineyard assets. 
That makes current returns less than competing investment choices, and the time horizon to 
see a real return in the wine business longer than almost all public companies can tolerate. 

In fact, the landscape is littered with public company acquisitions of wineries or brands, and 
subsequent failures as the public company drives sales higher with grapes from increasingly 
widening sources, and/or spins off their vineyards acquired to improve current period ROA. 

Because winery investments run the gamut from one-of-a-kind to a commodity, putting a value 
on them isn't easy. So for a real winery valuation, I'll send people off to appraisers or people 
who value businesses for a living, and M&A professionals if they are interested in selling. 

Having worked for over 30 years in the business now, I can normally get pretty close for a 
starting discussion point, or at least frame up a good discussion and narrow down some 
options which is what I hope you can do when you're done reading. 

https://svbwine.blogspot.com/2014/03/how-much-is-your-winery-worth-today.html 

Portugal's Quinta do Noval buys Quinta do Passadouro 

AXA Millésimes, the wine arm of AXA Insurance, has acquired Quinta do Passadouro in 
Portugal. 

Source: https://www.drinks-today.com/ 

August 27, 2019 

AXA Millésimes has acquired Quinta do Passadouro. It's the second Douro Valley estate in the 
AXA Millésimes portfolio, the other being Quinta do Noval. 

"I am delighted to announce that we have acquired Quinta do Passadouro from the Bohrmann 
family, who have been neighbours and friends for many years," said Christian Seely, managing 
director of AXA Millésimes in a statement, which did not include the purchase price. 

The purchase includes 36ha, the cellar and the brand, growing AXA Millésimes' total holdings 
in the Douro Valley to 181ha. 

"Passadouro has been lovingly cared for by the Bohrmann family for many years, and we are 
very happy to have been able to acquire this wonderful property," Seely went on. 

https://svbwine.blogspot.com/2014/03/how-much-is-your-winery-worth-today.html
https://www.drinks-today.com/


Dieter Bohrmann bought Quinta do Passadouro in 1981. It vineyard comprises two parcels, the 
first of which is in the Pinhão Valley, where the majority of Noval's vineyards are situated. The 
second is in the Roncão Valley, close to the Duoro River. The winery produces around 10,000 
cases a year. Both parcels of land are close to Noval's vineyards. 

"We are thrilled to have found a strong new owner for Quinta do Passadouro which subscribers 
to our wine philosophy and will ensure the long-term future of this amazing winery," said Ans 
Bohrmann, managing director and co-owner of the winery. 

The Bohrmann family will focus on its Burgundy wine project, Domaine Bohrmann. 

AXA Millésimes is the wine arm of AXA Insurance. It has a portfolio of prestige estates, in 
Bordeaux, Sauternes, Burgundy and Hungary. 

Orange wine to be taught at the WSET 

The WSET Diploma of Wine syllabus now includes information on orange, or amber, wines, 
signalling mainstream acceptance of the ancient style. 

Source: https://www.drinks-today.com/ 

August 27, 2019 

The Wine & Spirits Education Trust has added orange wine to its syllabus, signalling 
mainstream acceptance of the style. For the first time, the Diploma in Wines will now include 
information about the style and category. 

"This is in part because the new Diploma materials are more detailed than the study guides 
that we produced previously," said Ian Harris, chief executive officer of WSET, "and in part 
because we feel that the style has reached sufficient prominence for students studying our 
highest-level qualification to be aware," of it. 

A paragraph will be included in the section on Skin Contact for white wines in the Wine 
Production Unit, and also in the Friuli section in the Wines of the World Unit. Orange wine may 
also be used as an optional tasting sample in the classroom. 

"You want proof that the seemingly static wine world evolves and changes? Here it is: an 
archaic style of winemaking that was slated as faulty and undrinkable when it was reintroduced 
in the late 90s is now categorically on the map," said writer Simon J. Woolf, Meininger's 
contributor and author of Amber Revolution: How the World Learned to Love Orange Wine. 
"The final vindication that orange wine has arrived is its inclusion on the syllabus of one of the 
world's most respected, blue chip wine education establishments." 

Orange wine, or amber wine, is white wine made using skin contact and is a traditional method 
of winemaking in Georgia, Slovenia and Friuli-Venezia. Skin-fermented white wines were found 
in Italy up until the 1960s, until they fell out of favour. The style is undergoing a worldwide 
renaissance, with examples now found in every winemaking country. 

The WSET Diploma syllabus was released on 1 August 2019. 

https://www.drinks-today.com/


International demand for New Zealand wine at an all-time high 

Source: https://www.newshub.co.nz/ 

26/08/2019 

A new report says international demand for New Zealand wine is at an all-time high, with total 
annual export value reaching a record $1.83 billion. 

The New Zealand Winegrowers 2019 Annual Report, said export value had risen by 6 percent 
in the year ended June 2019, which at a retail level translated to over $7 billion dollars of New 
Zealand wine sold around the world annually.  

The UK and USA led the growth, with the USA continuing to be New Zealand wine's largest 
market with over $550 million in exports. 

Chair of New Zealand Winegrowers, John Clarke said the premium reputation of New Zealand 
wine had translated to real value in its major markets where it remained either the highest or 
second highest priced wine category in the USA, UK, Canada, and China. 

"This year's export results again reflect the New Zealand wine industry's strengths, and 
reinforce our international reputation for premium, diverse and sustainable wines," he said. 

The report also highlighted the completion of the 2018 PwC Strategic Review, the first within 
the industry since 2011, which provided useful insights into the state of the New Zealand wine 
sector, challenges and opportunities.  

Blenheim has been announced as the location for a new national research winery. 

Blenheim has been announced as the location for a new national research winery. Photo 
credit: Supplied 

"The Strategic Review report noted the continued steady growth of the industry, and identified 
a range of challenges and risks that need to be addressed to maintain that trajectory and 
ensure all members have the opportunity to benefit," said Clarke. 

Clarke noted the Strategic Review underscored how important all aspects of sustainability were 
in order to maintain the New Zealand wine industry's social license to operate. 

"As an industry we need to ensure our key focus is on enhancing sustainability initiatives." 
"Sustainability is a cornerstone of the reputation of New Zealand wine, and is vital to the 
ongoing success of our industry." 

He said highlights over the last year included the completion of the first phase of the Bragato 
Research Institute's climate change programme, the commencement of a new research winery 
facility, and the International Sauvignon Blanc Celebration, which saw over 100 international 
wine producers, experts and key influencers visit Marlborough to experience New Zealand's 
diverse Sauvignon Blanc offerings. 

Get to Know Pineau d'Aunis 

https://www.newshub.co.nz/


This underrated grape from the Loire Valley is finding a new audience among U.S. buyers 

Source: https://daily.sevenfifty.com/ 

Sophia McDonald 

August 22, 2019 

It was love at first pour when Nita Bardolia, a wine expert and sales associate at 56 Degree 
Wine, a shop in Bernardsville, New Jersey, tried Pineau d'Aunis. Bardolia has always been a 
huge fan of Loire Valley wines, and her initial sample of this pale red confirmed her affection for 
the region's native grapes. "I find the wine to be so versatile," Bardolia says. "I like reds that are 
on the lighter side, with more earth- and terroir-driven flavors. Pineau d'Aunis isn't bursting with 
super juiciness, but it does have brightness to it." Bardolia also recommends the wine for being 
food friendly. "It's a good backdrop for so many things. It's very much my go-to red now." 

Bardolia isn't alone in her devotion to Pineau d'Aunis. The versatile grape, which is also known 
as Chenin Noir-purportedly a favorite of King Henry III of England-has recently garnered 
attention from sommeliers and consumers in the United States. Though it's rare to find it 
outside the wine hubs of New York and California, it can show up in some surprising locations. 
Marcus Egge, the wine director at 900 Wall in Bend, Oregon, has offered a strawberry-rhubarb-
colored sparkling version from Domaine Patrice Colin in the Central Loire Valley on his list for 
years. "To me, it has a savory quality to it," he says. "It has a little sage and can stand up to 
dishes like red meat or carpaccio."  

"Pineau d'Aunis is a regional red grape that can be found mostly around Anjou and Touraine in 
the Loire Valley of France," says Arthur Hon, an advanced sommelier and the U.S. 
spokesperson for Loire Valley Wines. When varietally bottled, it can be used for still red, still 
rosé, or sparkling rosé, though it's more commonly blended and used for regional rosé 
production. 

Although Pineau d'Aunis has its fans, the grape has had a rocky recent history. According to 
the Eaton, England-based wine writer Richard Kelley, MW, plantings of the grape had dwindled 
to 16 hectares in the Coteaux du Loir by 1973. People were keen to replace what was 
considered to be an oddball variety with easier-to-market, easier-to-grow noble grapes. Local 
growers, however, concerned that the grape might disappear altogether, continued to nurture 
select plantings and use them in their wine. Over time, regional interest has rebounded, 
especially among younger people who have seen value in preserving the area's native grapes. 
By 2005, plantings of Pineau d'Aunis had increased to 71 hectares.  

A primary reason for the grape's decline is that the vines are notoriously finicky. The clusters 
are compact and ripen unevenly. "The growing patterns of Pineau d'Aunis-similar to other 
grapes grown in the region, such as Chenin Blanc-change depending on the soil it is planted 
in," says Hon. "In high-limestone-content soil, the grape can mature too quickly, thus depriving 
it of proper phenolic development. On the other hand, with high-clay-content soil, the coolness 
and higher water retention of the soil can strongly retard the ripening."  

"In my experience, the vintages we tend to get exhibit huge variation from year to year," says 
David Stockwell, the owner of Faun in Brooklyn, New York. Stockwell carries the winemaker 
Brendan Tracey's Pineau d'Aunis on his wine list. "The producers are always dealing with this 

https://daily.sevenfifty.com/


[grape] that's moody from vintage to vintage," he says. "When you're dealing with a grape 
that's so temperamental, [buyers, importers, and distributors] need to have a more intimate 
relationship with [growers and winemakers about] the vintage conditions. There's a bigger, 
necessary dialogue [that has to take place] to find the vintage you're looking for. That's a pain 
for larger players, but that's the kind of thing we at Faun embrace. You have to be willing to 
dance with [the wine] in its particular way." 

As more French farmers preserve their vines or plant new ones, more buyers are finding it 
worth their while to do that tricky dance with Pineau d'Aunis. They're rewarded by a wine that's 
full of nuance and interest. 

Varietal Pineau d'Aunis wine bears some similarity to Cabernet Franc. "It has lowish tannins, 
bright acidity, red berry fruits, and lots of pepper," says Vanessa Conlin, the head of wine for 
the online direct-to-consumer platform Wine Access, which is based in San Francisco, "but I 
find it lighter in color and in body than many Cabernet Francs. While there is plenty of red berry 
fruit to the wine, it also has an array of savory notes-the pepper, but also dried herbs, forest 
floor, and a touch of smoked game." 

Bardolia describes Pineau d'Aunis as being texturally "similar to Beaujolais or Poulsard." At 56 
Degree, she often recommends it to people who are looking for wine with similar body. She 
also points it out to consumers who are looking for a lighter-style red or an unoaked red. "If 
someone wants a red that's worth chilling," she says, "or a red they can start a meal with-for 
the people who don't want white, this is perfect." She often recommends the Pineau d'Aunis Le 
Rouge-Gorge from winemaker Eric Nicolas at Domaine de Bellivière, or Vignoble Dinocheau, 
both from the Touraine region.  

"I'd sell this as a discovery wine to try in the summer months," says Conlin. Given that it can be 
served cool or chilled, "it's a great option for outdoor gatherings such as picnics, barbecues, 
and concerts," she says. "The freshness of the acidity makes it really versatile with food." 

Both Egge and Stockwell find that Pineau d'Aunis does well with customers who are interested 
in the stories of local producers, particularly those who are working to save the grape from 
obscurity. "The farmers who we're working with are some of the oldest in the region," Egge 
says. "They've been [farming] organic and biodynamic since the beginning, before it was cool."  

Egge encounters two barriers to selling the wine, though. One is that customers are worried 
about stumbling over the pronunciation; the other is that they're worried about trying something 
they've never heard of. "My sell is, it's lively, it's sexy, it's a different style," says Egge. "It's not 
angular or sharp, and it's got this roundness to it. It's dry-but not 'hurt the fillings in your teeth' 
dry. It plays well on the playground with food." 

Stockwell often recommends the wine to customers on Wednesdays, when Faun offers the 
chance to buy 375-milliliter carafes. That way, people can try a few different wines without 
making a big investment. (The deal also allows the restaurant to draw in consumers on 
Thursday: If any half bottles are left over, the wines are offered by the glass until they're gone. 
That means guests can often try a glass of something that on other days they could only order 
by the bottle.) 



Stockwell also recommends that bars and restaurants open a few bottles and let staff try it. If 
their eyes light up when they talk about the wine, he says, guests are more likely to get 
enthusiastic about it, too. Turning his front-of-the-house workers into Pineau d'Aunis converts 
hasn't been difficult. "When you taste the wine," he says, "you wonder, 'Why would [this grape] 
ever have been lost?'" 

Sophia McDonald is a freelance writer who lives in Eugene, Oregon. Her work has appeared in 
numerous publications and on websites, including Wine Enthusiast, Eating Well, Sip 
Northwest, and 1859 Oregon's Magazine. 

How about some wine with that fast-casual burger? 

Source: https://www.washingtonpost.com/ 

By Dave McIntyre  

August 23 

The restaurant landscape is changing. New York City's landmark Four Seasons closed in June 
after an ill-fated reboot, a victim of skyrocketing rent and labor costs. Fine dining classic Le 
Cirque declared bankruptcy two years ago. In San Francisco and lifestyle destinations such as 
Napa Valley, the high cost of living is making it difficult for restaurants to hire and retain cooks 
and servers, driving a change toward automated ordering and self-service. 

Food trucks are gourmet, with young chefs testing their concepts and Twitter followers 
anxiously awaiting the day's location posting. Pop-up restaurants receive as much buzz as the 
latest star chef opening. Shopping mall food courts of yore are now upscale food halls. 
Baseball stadiums feature oyster raw bars and chefs' bulgogi twists on a Philly cheesesteak, 
with craft beers, wines and cocktails on tap or in cans. 

As high-end luxury dining struggles, fast-casual is expanding its wine offerings. Not that the 
likes of Shake Shack will pick up the slack in high-end wine lists, but restaurants in this 
category can offer a complete dining experience with wine, beer and cocktails. Fast food isn't 
just about fuel and convenience anymore. 

That's the vision of Mark Rosati, culinary director for Shake Shack, the burger chain better 
known for milkshakes than wine. (It's in the name, after all.) Shake Shack has more than 250 
restaurants in 16 countries, including Mexico, where it opened in Mexico City in June. The 
house wines there, Shack White and Shack Red, are produced by Lomita winery in Mexico's 
Guadalupe Valley. A Mexican artist, Jorge Tellaeche, designed the label. 

The partnership with Lomita is the chain's first foray into sourcing local wines for its own brand. 
Rosati likens it to the chain sourcing its beef and other ingredients from local farmers. 

"People want to know where our beef comes from, or our cheese sauce," he says. "We take 
the same care with our wines." 

In the United States, Shake Shack partners with Gotham Project, based in Bayonne, N.J. A 
partnership of French winemaker Charles Bieler and Long Island's Bruce Schneider, Gotham 
Project specializes in wines in kegs for restaurants. Shake Shack uses kegs in locations with 

https://www.washingtonpost.com/


enough space, but most outlets rely on bottles. The house wines for U.S. restaurants are a red 
blend of cabernet sauvignon and syrah from Washington state, and a sauvignon blanc sourced 
from regions around California. 

To put the concept to the test, I visited Shake Shack's Potomac, Md., outlet. I ordered the 
ShackBurger and, because chicken sandwiches are all the rage, the Chick'n Shack, along with 
fries and a glass each of the Shack Red and Shack White. The wines, from kegs, were fresh 
and fine, served in plastic Govino cups with the restaurant's logo. Both paired well with the 
chicken sandwich, while I slightly preferred the red with the burger. These aren't wines to suss 
out nuance; they are simply fun and tasty, which was all you need at Shake Shack. And at $8 
to $9 for a generous six-ounce pour, they were good values. 

The fast food industry and alcohol have not always mixed well. Burger King offered beer and 
wine at some outlets, but then it gravitated to its upscale, experimental BK Whopper Bar outlets 
in a few cities. Starbucks trumpeted its foray into offering wine in 2011, then dropped the 
concept a few years later. Chipotle offers margaritas and beer at many of its locations. 

This market segment makes sense. Wine is moving away from the fascination with luxury cult 
cabernets, with more emphasis on affordable wines made from various grape varieties in more 
easygoing styles. 

When Shake Shack opened its first location in Manhattan's Madison Park in 2004, the concept 
was "American comfort food," meaning burgers, fries, milkshakes and lemonade. Wine is not a 
traditional American comfort food. But "wine was in our DNA," Rosati says, as Shake Shack is 
part of the Danny Meyer restaurant empire. Rosati joined the company at Gramercy Tavern 
before moving to take over Shake Shack in 2007 and lead its expansion into a global chain. 

During that time, Rosati, now 42, has experienced the changes in how we dine out. 

"I got into this business for fine dining," he says. "There was something about that experience I 
felt was magical. But today, I don't get dressed up that often to go out for extravagant meals. 
We have access to great culinary skill at a modest price point and a casual scale." 

"Fine dining is cost prohibitive, and you have to plan for it," he continued. "You can't just go out 
for a meal like that, with tasting menus and wine pairings, on a whim. Today, you can have 
delicious food in a great ambiance at an affordable price. My generation, and the one before 
me, didn't have that when we were growing up." 

In our interview, Rosati waxed poetic about the variety of cuisine available at a food court near 
his home in Brooklyn, especially the pierogies. "There's this guy who does only pierogies, and 
they are fantastic," he says. 

And of course, he can find a wine to go with that. 

Costco set to open in China 

Source: CSA 

MARIANNE WILSON 



August 26, 2019 

Costco Wholesale Club is about to make its brick-and-mortar debut in China. 

The warehouse club retailer is opening a store on August 27 in Shanghai's Minhang 
neighborhood district. 

Costco enters the market at a challenging time, with Beijing and Washington engaged in an 
escalating trade war. At the same time, some other retailers, including German wholesaler 
Metro and French hypermarket retailer Carrefour, are exiting their Chinese operations, reported 
the South China Morning Post. (U.S.-based fast-fashion chain Forever 21 exited the country in 
the spring.) 

Still very active in China is Walmart's Sam's Club, which has been in China for more than 20 
years, with plans to reach 40 stores by the end of next year, the report said. 

Target on track to remodel 1,000 stores by end of 2020 

Source: CSA 

MARIANNE WILSON 

August 23, 2019 

Target Corp. has passed two big store milestones. 

The discounter recently cut the ribbon on its 100th small-format store, and also surpassed its 
500th store remodel. And it's not done yet: Target said it's on track to remodel 1,000 stores by 
the end of 2020. 

It also plans to keep expanding its small-format stores. After opening 30 small-format locations 
in 2017, 2018 and 2019, Target said it plans to open nearly 30 more each year for the 
foreseeable future. (Click here for a list of upcoming store openings.) 

Target's store initiative is part of a $7 billion investment plan the chain announced in 2017. 

"In 2017, we made a big bet on putting our stores at the center of how we serve our guests," 
says Target COO John Mulligan. "Fast forward to today, and our investments in small formats 
and remodels have allowed us to reach more guests than ever before with an easy and 
inspiring shopping experience, while offering industry-leading same-day services like order 
pickup and drive up around the country." 

Analyst Neil Saunders, managing director of GlobalData Retail, commented that while many in 
the investment community were skeptical when Target announced its store investment plan, 
Target "rightly understood the importance of the store to the health of its whole operation." He 
said that this is why store remodels have been such a vital component of Target's success. 

"Our own data show that refurbishment has a positive impact on visit frequency, conversion 
and average ticket - and that this outpacing effect does not disappear after the first year," 
Saunders said. "This is one of the reasons why we are confident about Target's future 



performance: The combined contribution from already completed remodels and new remodels 
coming on stream should provide a nice upside to the revenue numbers." 

For a look at Target's remodeled stores, see this video. 

https://corporate.target.com/article/2019/03/store-remodel-video 

The Proposed Cap on NYC Delivery Fees Could Ripple Across the 
Rest of the Country 

Source: https://thespoon.tech/ 

By Jennifer Marston  

August 15, 2019 0 

The New York State Liquor Authority (NYSLA) has proposed adding a 10 percent cap on the 
commissions full-service restaurants pay to third-party delivery companies, according to 
Restaurant Business Online. While such a move would provide some relief for restaurants, 
whose struggles with these fees are well documented, it could also put up more road blocks for 
third-party delivery services as they struggle to reach actual profitability. And the fight probably 
wouldn't stay put in NYC for very long. 

The NYSLA's advisory, as it's called, urges that commissions paid by restaurants with liquor 
licenses be capped at 10 percent. The reason the NYSLA can make such a call is because 
third-party delivery services share in these restaurants' profits, and are therefore by law subject 
to vetting by the authority. 

Rather than prohibit delivery services from charging the current 12- to 30-percent commission 
fees, the law, if put into effect, would make it illegal for the restaurants themselves to pay more 
than 10 percent on those fees. Restaurants would then have to reject anything higher than 10 
percent, making it virtually impossible for delivery services to charge more. 

Grubhub, in particular, has criticized a draft of the proposal, saying it contains "internal 
inconsistencies, vague language and an apparent attempt by the SLA to go beyond their 
jurisdiction." And while Grubhub didn't explicitly say as much, the "vague language" could 
potentially open the door to third-party delivery companies sidestepping the 10 percent cap 
with other charges, like a convenience fee. 

The NYSLA urged that the advisory be discussed during a meeting on August 20. 

To be clear, the advisory would only impact restaurants with liquor licenses; the scores of food 
businesses in New York without licenses wouldn't be able to reap any benefit, at least not now. 
Mark Gjonah, chairman of the Small Business Committee of the New York City Council, told 
RB that in regards to these restaurants that are left out, the committee "will continue its work to 
establish a comprehensive solution that levels the playing field for all of New York's locally 
owned restaurants." 

Should these fee changes become law, it will create a scramble for third-party delivery 
companies to find ways manage profitability - rather a feat, considering these services aren't 

https://corporate.target.com/article/2019/03/store-remodel-video
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actually profitable at the moment. And with DoorDash and Postmates both pursuing the IPO 
track, that struggle to gain profitability - and long-term investment and viability - is becoming 
more of a hot-button issue for delivery companies. 

In NYC, meanwhile, commission fees are just one of the many griefs lobbed against these 
companies. Grubhub currently takes the lion's share of the wrath here, since it still leads the 
NYC market. The company was not only the center of a June oversight hearing that called into 
question delivery services' power, it's also received accusations of cybersquatting and calls for 
an antitrust investigation. 

The other major delivery players - Uber Eats, DoorDash, Postmates - may not be getting a 
constant barrage of bad press in the NYC market, but they'll be subject to the same scrutiny as 
Grubhub if a law over fee changes were to be enacted. 

And if that were to happen, there's a high chance for a ripple effect to other cities, which could 
very likely play out the way the fight over the cashless business model has across the country. 
When NYC introduced legislation that would ban cashless businesses from the city, including 
restaurants, it was a matter of mere months before New Jersey, Philadelphia, and San 
Francisco did the same, essentially stifling Big Tech's hold over local business. 

If this week's advisory advances further, it looks like third-party delivery services are well on 
their way to facing the same backlash - on an even grander scale. 

The death of Britain's pubs has been greatly exaggerated 

Deal for the UK's largest pub chain is a vote of confidence in the sector 

Source: FT 

THE EDITORIAL BOARD  

August 27, 2019 

For many the £4.6bn deal by Hong Kong billionaire Victor Li to acquire the UK's largest-listed 
pub and brewery group, Greene King, came as a shock. Across the country, one in four of 
Britain's public houses have closed over the past decade. On the surface it looks like a bad 
time to take on exposure to Britain's hospitality industry: casual dining outfits like Jamie's Italian 
have been forced to cut costs and close branches while a potential no-deal Brexit at the end of 
October could hit any potential customers' spending power. 

To others it was no surprise at all. Instead Mr Li was just the latest in a long line of investors to 
spot that there are bargains available in Brexit Britain. His purchase of the group follows the 
sale of chipmaker Arm Holdings to SoftBank, a deal for satellite maker Inmarsat by a private-
equity led consortium and the buyout of Merlin Entertainments by Blackstone. Overall Greene 
King's share price had fallen by 37 per cent since the 2016 EU referendum, combined with a 
15 per cent or so fall in sterling against the Hong Kong dollar. 

While price may have played a role, the truth is that the death of the British pub has been 
greatly exaggerated. Mr Li is betting that those which have survived the closures will thrive. 
The Li family, who also own Northumbrian Water, Wales & West Utilities and the UBS 



headquarters in London, tend to focus on infrastructure investment with an asset base and 
predictable cash flows. Pubs, the deal suggests, might fulfil a similar role to water companies 
with a portfolio of real estate across the UK and predictable revenues from regular drinkers. 

The disappearance of pubs reflected a number of factors. Among them: changing tastes in a 
younger generation of drinkers. Boozers now have to compete with a vast variety of 
distractions. Young, health-conscious drinkers are also considering teetotalling, turning to non-
alcoholic beers and spirits. Some publicans say the 2007 smoking ban in pubs, just a year 
before the financial crisis, drove away patrons, while enhancing the appeal of buying booze 
from supermarkets to drink at home - a cheaper option. 

On top of that, many pubs have to face the pressure of high business rates, a blight across the 
high street, and beer duty. This tax on beer has made it impossible for many establishments to 
compete with supermarkets. Earlier this month the chief executive of Marston's, one of the 
UK's largest brewers, called on prime minister Boris Johnson to reduce the duty. 

But while the number of pubs has fallen, those that remain are doing better than ever. 
According to the UK's Office for National Statistics, revenue per venue increased by 13 per 
cent between 2008 and 2016. Canny landlords have improved their food offering and focused 
on tourist hotspots to increase spending. The average pub has grown in size and hired more 
staff. There have been very few closures at all in tourist areas such as the Scottish Highlands 
or in seaside resorts such as Blackpool and Scarborough. 

Pubs have always adapted and are doing so again. The most hope is offered by those who 
have been willing to innovate. Loungers, a hybrid of "restaurant, British pub and coffee shop 
culture", has bucked the high street downturn with its varied offerings, from flat whites to IPAs. 

Others have shied away from the move towards food and are focusing on craft beer and the 
plethora of artisan gins, new spins on British traditions. One part of the country has seen no 
pub closures at all: in fact, within the hipster mecca of Hackney, in east London, the number of 
pubs is rising. 

Sands Shifts Focus to Tokyo in Drive for First Japanese Casino 

Source: https://www.bloomberg.com/ 

By Lisa Du 

August 22, 2019 

Las Vegas Sands Corp. will focus on the Tokyo and Yokohama areas as potential locations to 
build a casino resort, as Japan moves forward with plans to open facilities that allow gambling. 

Sands said in a statement Thursday that it's no longer interested in Osaka, long seen as the 
place where the country's first casino resort may open. A maximum of three locations will be 
allowed under a law passed last year. 

The U.S. casino operator's announcement came hours after Yokohama, located about 30 
minutes south of Tokyo, formally announced it wants to take proposals for an integrated resort 

https://www.bloomberg.com/


to be built on its Yamashita Pier. Hong Kong-based Galaxy Entertainment Group Ltd. also 
issued a statement Thursday saying it was pleased with the progress in the Japanese market. 

The back-to-back announcements mark the latest steps in a delicate dance between cities 
seeking to host casino resorts and operators looking to bid on the locations. CLSA predicts 
Japan's gross gaming revenue could reach $20 billion annually. 

Casino operators from around the world have descended on the island nation in recent years, 
trying to win over the public, as well as national and local politicians, after Japan passed laws 
that legalized casino gambling and set forth conditions allowing resorts to be built. The draw is 
the potential to have a foothold in what could become Asia's second-biggest gaming market 
after Macau. 

By pulling back from Osaka, Sands leaves the field open for other integrated resort companies 
targeting the bustling city in central Japan. Osaka has long been viewed as the most probable 
location for Japan's first casino resort, thanks to local political support and the high number of 
tourists it draws. 

Partners MGM Resorts International and Orix Corp. have declared an Osaka-first strategy -- 
and its prospects improve now that Sands is dropping out of contention for that city. Other 
operators such as Melco Resorts & Entertainment Ltd., Wynn Resorts Ltd. and Galaxy have 
also expressed interest in building a resort there. 

MGM Resorts said in a statement Thursday it was "deeply committed" to Osaka. Wynn said 
separately that while there are numerous areas in Japan that are attractive, the demographics 
of the Tokyo Bay area, which includes Yokohama, "make that market particularly appealing." 

It will be years until the first resorts open in Japan, because the regulation around selection of 
the sites is still a work in progress. 

Osaka officials aim to have a casino built on Yumeshima island in time for a World Expo to be 
held there in 2025. The island is somewhat more remote than locations being considered in 
Tokyo and Yokohama, Japan's two largest cities, and would involve extensive construction of 
hotels and other non-casino amenities. 

Focusing on a potential site near Tokyo would help Sands maintain its returns to investors, 
Chairman Sheldon Adelson said in a statement Thursday. "We think an investment in Tokyo or 
Yokohama gives us the best opportunity to do exactly that." 

 


