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Leading Wholesalers Adapt As
Coronavirus Crisis Takes Hold

THE U.S. DRINKS INDUSTRY—LIKE MOST
other industries throughout the world—was
adapting to a rapidly shifting landscape at
press time, as suppliers, wholesalers, and re-
tailers rushed to adjust their operations to
meet the new realities ushered in by the
global coronavirus pandemic. With the out-
break of coronavirus exploding in the U.S.
in mid-March, on-premise operations effec-
tively shut down across much of the coun-
try, while the off-premise initially saw a
significant increase in sales as consumers
stocked up, preparing for what could be a
lengthy period of confinement.

While the next few months will be chal-
lenging to say the least, the market’s top
wholesale players are devoting ample re-
sources to the fight, convening special task
forces to monitor and respond to changing
conditions both in the market and in their
own operations, while sharpening their
focus on the off-premise arena, where they
hope rising sales will blunt the impact of the
on-premise shutdowns.

“We're all operating in an unprecedented
environment, and we're committed to being
a responsible and attentive partner across

page 12 >>>

Interview

After Young’s Deal, RNDC Looks Ahead

10 say Republic National Distributing Company (RNDC) has been in expansion mode lately is
an understatement. Following a setback early last year with the disintegration of its planned
merger with Breakthru Beverage due to FTC competition concerns, RNDC rapidly got back on
track, adding 10 states and more than $3 billion in revenues via a new joint venture with the
Underwood familys Young's Holdings. RNDC president and CEO Tom Cole calls the Young’s
deal, “a strong foundation for our expansion to the West Coast.” Across both legacy RNDC mar-
kets and the new Young’ joint venture—totaling 32 states—RNDC had revenues of nearly $12
billion last year. As RNDC has expanded its geographical footprint, it has also been investing
heavily in technology, most notably by bringing “online distributor” LibDib into its fold. Accord-
ing to Cole, that alliance has accelerated the wholesaler’s broader e-commerce initiative, eRNDC,
which is intended to upgrade and streamline its operations for its suppliers,  page 32 >>>
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COMMENTARY

Coming Together

WITH THE OUTBREAK OF CORONAVIRUS ACROSS THE
U.S. in recent weeks, the drinks industry is facing an unprecedented
challenge. But players from all tiers of the business have been step-
ping up and responding to that challenge with an outpouring of

support for their employees, partners, and customers.

The on-premise is being hit especially hard, with a majority of states
closing down dine-in services to slow the outbreak. Multiple sup-
pliers and distributors are offering relief to on-premise workers with
donations to organizations like the U.S. Bartenders Guild Founda-
tion Emergency Assistance Program, the Restaurant Workers
Community Foundation, and Children
of Restaurant Employees (C.O.R.E.).
Patrén, Beam Suntory, Southern Glazer’s,
and Brown-Forman have each kicked in
$1 million to such efforts, and Bacardi

has kicked in $3 million.

Distillers have mobilized to provide
alcohol to address the shortage of hand
sanitizer, especially for front-line health
workers. Diageo, Pernod Ricard, Bacardi,
and Serrallés, among others, are all con-
tributing to that fight, as are an estimated

75% of the craft distillers in the U.S.

While the current situation is daunting for many, especially inde-
pendent operators, the hope is that the broad shift to the off-premise
can blunt the impact of the downturn in the on-premise, and that
restaurants and bars can weather the storm by offering both meals
and beverage alcohol for takeout and delivery. The next few months

won't be easy, but the industry is up to the challenge.

Marvin R. Shanken
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NEWS Highlights

Diageo Names Debra Crew To Lead North America Unit

DIAGEO NORTH AMERICA WILL COME
under new leadership July 1, as current
president Deirdre Mahlan will retire on
that date, to be replaced by Diageo
board member Debra Crew. Crew will
step down from the board to assume
her new role.

Crew is the former president and
CEO of Reynolds American, Inc., hav-
ing previously served as president and
COO and president and chief commer-
cial officer of R] Reynolds. Before join-
ing Reynolds, Crew spent five years at
PepsiCo, where she served as president,
North America Nutrition; president,
PepsiCo Americas Beverages; and presi-
dent, Western Europe Region.

“Diageo North America is a strong
business that has been very ably led
by Deirdre since 2015,” said Diageo
CEO Ivan Menezes. “While we are
sad to be losing Deirdre, I know that
she leaves a great legacy in the North

America business and
across Diageo.”

“Debra’s extensive expe-
rience in consumer busi-
nesses will serve Diageo
and North America well as
we continue to progress on
our ambition to become
one of the most trusted
and respected consumer
products companies in the
world,” Menezes added.

Mahlan has helmed
Diageo North America since 2015, and
has been with Diageo for 19 years. Dur-
ing her tenure as president of the North
America business, she oversaw solid
growth for whisk(e)y brands like Crown
Royal and Bulleit, and helped reshape
the portfolio with some transforma-
tional deals, including most notably the

$1 billion acquisition of Casamigos in
2017. In its fiscal first half through De-

Debra Crew

cember, Diageo NA posted
revenues up 6% on an or-
ganic basis to £2.5 billion
($3.3b), and operating
profit up 5% to £1.1 bil-
lion ($1.4b). According to
ImracTt DaTaBANK, Dia-
geo's U.S. business was up
0.5% to 36.9 million cases
in calendar 2019.

Diageo has also named a
new global CMO, Ciristina
Diezhandino, also effective
July 1. Diezhandino replaces Syl Saller,
who is retiring to focus on leadership
development, executive coaching, and
non-executive roles. She’s currently the
company’s global category director for
Scotch and managing director for Re-
serve. Diezhandino also previously
served as general manager for Diageo
Central America & Caribbean.

—Daniel Marsteller

E-Commerce Ramps Up As Sales Move To Off-Premise

AS COVID-19 HAS FORCED AMERICANS TO STAY AT HOME,
online purchases of beverage alcohol are seeing major in-
creases. E-commerce retailer Wine.com reported surging de-
mand in the early weeks of the crisis. Wine.com CEO Rich
Bergsund told ImpacrT that orders were doubling in mid to
late March, with growth coming from both existing and new
customers. Bergsund said Wine.com shoppers are buying a
higher number of bottles per order, but spending slightly less
per bottle—$26 versus the normal $32. He added that the
company’s warehouses remain open and that it continues to
ship, with inventories at healthy levels and no issues regard-
ing supply. Wine.com, founded in 1998, last year saw annual
revenues rise by $20 million to hit the $150-million mark.
Online local delivery platforms are also seeing sharp in-
creases. At delivery provider Drizly, sales for the seven-day
period through Sunday, March 15 were double the levels seen
previously in 2020 before the crisis broke, and the average
customer spend was about 30% higher than normal, the com-
pany said. Since then, its general merchandise value has been
up 500% from the year-earlier period, with order value 50%
higher on average. Drizly operates across 180 U.S. markets.
Orders at online delivery platform Minibar have also been
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spiking. CEO Lindsey Andrews told ImpacT that Minibar’s
average order value has been $88, compared to a normal level
of $72. “Sales are coming primarily from existing users who
are stocking up,” Andrews added, noting that orders are also
being placed earlier in the day than usual. Wine sales in re-
cent weeks have comprised 56% of Minibar’s orders, up from
a 49% average, while the spirits share is up slightly to 34%
and beer comprises the remainder. Minibar partners with bev-
erage alcohol retailers in 16 states across the country, as well
as Washington, D.C.

“The increase in online purchases in the past two weeks has
been unprecedented,” said Devaraj Southworth, CEO and
co-founder of Thirstie, the New York-based e-commerce plat-
form that works with hundreds of retailers around the coun-
try. “Our retail partners are telling us that, for the first time
ever, a majority of their sales are coming from online
purchases.”

Elsewhere, e-commerce provider Saucey said it saw a 300%
increase in Los Angeles-area sales after the city’s stay-at-home
order. The company said it’s seeing similar spikes across its
territory.

—David Fleming and Terri Allan

TO SUBSCRIBE, GO TO WWW.IMPACTNEWSLETTER.COM



NEWS Highlights

Suppliers, Distributors Step Up To Combat Outbreak

COMPANIES FROM ACROSS THE BEV-
erage alcohol world—including
producers, distributors, and bartenders’
organizations—have stepped up to
provide financial and material assis-
tance to help alleviate the fallout from
the coronavirus pandemic.

Bacardi-owned Patrén Tequila an-
nounced that it was donating $1 mil-
lion among three charities: Children of
Restaurant Employees (C.O.R.E.);
Another Round, Another Rally; and the
James Beard Foundation. The donation
extends support from Patrén to fami-
lies, employees, and restaurant owners,
respectively. Additionally, Bacardi
pledged $3 million to organizations in-
cluding Another Round, Another Rally;
CORE; the James Beard Foundation;
Restaurant Workers’ Community
Foundation; and Tales of the Cocktail
Foundation.

Beam Suntory and Southern Glazer’s
Wine & Spirits announced a joint do-
nation totaling $1 million to the U.S.
Bartenders Guild Foundation Emer-
gency Assistance Program and the
Restaurant Workers Community Foun-
dation. Both organizations provide
assistance to workers in the industry
during times of crisis and are ramping
up aid to meet the rapidly growing
need. Beyond its donation with South-
ern, Beam Suntory is working with its
other distribution partners, including
Major Brands, Badger Liquor, Fedway
Associates, Allied Beverage Group,
Empire Distributors, Best Brands, and
Horizon Beverage Group to provide
local donations.

Also, Brown-Forman announced a
$1 million donation to the Restaurant
Workers Community Foundation and
U.S.B.G. Foundation Emergency As-

sistance Program, among other groups,
and Constellation is pouring $2.5 mil-
lion into similar efforts. Meanwhile,
Diageo has announced that it will do-
nate 2 million liters of alcohol for hand
sanitizer, enough for 8 million bottles,
to support front-line health workers.
Elsewhere, Campari Group has do-
nated €1 million ($1.12m) to public
healthcare institution ASST Fatebene-
fratelli Sacco in Milan, a research and
treatment center specializing in conta-
gious and dangerous diseases. And
Pernod Ricard is donating 70,000
liters of alcohol to France’s Laboratoire
Cooper, a supplier of hydroalcoholic
gels to pharmacies. “Companies must
mobilize, not only to ensure the safety
of their employees, but also to contrib-
ute to collective efforts in accordance
with their capabilities,” said chairman
and CEO Alex Ricard. —Shane English

Opici Expands With
Organic Vintages Buy

OPICI FAMILY DISTRIBUTING HAS
acquired wine wholesaler Organic
Vintages for an undisclosed sum. An
organic-focused wine wholesaler dis-
tributor that services New York, New
Jersey, and Connecticut, Organic
Vintages’ portfolio includes suppliers
such as Frey Vineyards, Natural Mer-
chants, Badger Mountain Vineyard,
and Beaver Creek Vineyards, among
others. Opici Family Distributing rep-
resents 1,400 wine and spirits brands
that have a combined 3.3 million cases
annually and $350 million in yearly
revenues. In other company news,
Opici Wines has launched La Maison
de Rose, a new brand of rosé sourced
from Provence and available in cans.
La Maison de Rose retails at $20 per
4-pack of 250-ml. cans.
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Trade Groups Ask For Federal Aid

A GROUP OF SPIRITS INDUSTRY TRADE ORGANIZATIONS, INCLUDING DISCUS
and the American Craft Spirits Association, were urging U.S. Senate Majority
Leader Mitch McConnell and Senate Minority Leader Chuck Schumer to provide
financial relief to distilleries across the country at press time.

The groups are asking Congress for federal excise tax relief, no- and low-interest
loan assistance, the suspension of tariffs on spirits, and for the federal government
to create a fund to maintain stability across the spirits industry. Their letter cited
the dramatic uncertainty facing the industry and the potential for a ripple effect—
damaging bottle makers, truck drivers, warechouse workers, and other related in-
dustries—if the pandemic causes distilleries to close.

A new survey from the American Craft Spirits Association points to a grim
future for smaller distillers, with coronavirus-related shutdowns potentially devas-
tating producers across the U.S. The survey, which collected answers from over
150 of the nation’s 2,000 craft distilleries, says that roughly two-thirds will be
forced to close within three months without assistance from the government. A
litcle less than one-third of the responding distilleries said that they did not have
the ability to stay open for more than a month. Over half of distilleries surveyed
say that they have already laid off or furloughed staff, with the remaining distill-
eries saying that staff cuts are imminent.

Though the industry is facing catastrophic fallout due to coronavirus, craft
distilleries across the U.S. have stepped up to aid their communities, with 75%
saying that they are producing hand sanitizer and ethyl alcohol for sanitizing
solutions.

TO SUBSCRIBE, GO TO WWW.IMPACTNEWSLETTER.COM



NEWS Highlights

M. Shanken Reschedules Grand Tour

IN THESE TIMES OF PANDEMIC AND
social distancing, the world seems up-
side-down. But even while we grapple
with disruption and difficulty, we can
continue to enjoy the quiet pleasures of
good food and wine at home.
Unfortunately, events that bring wine
and spirits lovers together in larger
numbers must wait for better days.
Therefore, following the guidelines out-
lined by the Centers for Disease Con-
trol (CDC) to protect the well-being of
our attendees and winery representa-
tives, M. Shanken has rescheduled
Wine Spectator’s 2020 Grand Tour,
which showcases wineries from around
the world for tastings in three cities, as

well as WhiskyFest Chicago and Big
Smoke Meets WhiskyFest. However, we
have worked with our host venues and
are pleased to announce new dates:

*Grand Tour Washington, D.C.: Fri-
day, Oct. 9, 2020 (Ronald Reagan
Building)

*Grand Tour Chicago: Wednesday,
Deec. 2, 2020 (Navy Pier)

*Grand Tour Las Vegas: Saturday, Dec.
19, 2020 (The Mirage)

*Big Smoke meets WhiskyFest: Oct.
31, 2020 (Seminole Hard Rock Hotel
& Casino, Hollywood, FL)
*WhiskyFest Chicago: Dec. 11, 2020
(Hyatt Regency)

Michael Broadbent Dies At Age 92

MICHAEL BROADBENT, WHOSE UNTIRING PASSION AND CURIOSITY FOR WINE
helped build the modern wine auction market, has died in England. He was 92.

As senior director for Christie’s fine wine department for 26 years and then a
consultant for another 17 years, Broadbent built the London-based auction house
into a major power broker in wine auctions, bringing new attention to the rare
wine market. His work and his meticulous tasting methods made him a renowned
expert in collectible wines.

“Michael was a pioneer and leader in the specialized world of fine wine auctions,”
said Marvin R. Shanken, editor and publisher of Wine Spectator. “He brought an
elegant sophistication to the events he moderated at our Wine Experience gather-
ings, and earned our Distinguished Service Award in 1991. Michael was one of a
kind.”

John Michael Broadbent was born on May 2, 1927, in Yorkshire. He studied to
be an architect but that didn't last. After writing several letters to the chairman of
Christie’s, Broadbent was hired at age 39 to revive the auctioneer’s wine division.
Broadbent dove in with both feet, hunting down consignments in the cold, wet
cellars of English manor houses. His work brought wine collecting new attention
and helped spark the rapid rise of the auction market.

Broadbent is survived by his second wife, Valerie Smallwood, his son, his daugh-
ter Emma, who is the chief magistrate judge of England and Wales, and six
grandchildren.

Pernod, RNDC Partner In Indiana

PERNOD RICARD HAS PARTNERED WITH REPUBLIC NATIONAL DISTRIBUTING
Co. (RNDC) as its distributor in the Indiana market. With the deal, taking effect
April 18, RNDC will distribute Pernod Ricard spirits in a total of nine markets,
and its wines and Champagnes across 12 markets. Southern Glazer’s previously
handled Pernod’s brands in Indiana.

TO SUBSCRIBE, GO TO WWW.IMPACTNEWSLETTER.COM

Bordeaux Futures On
Hold Due To Pandemic

WITH FRENCH PRESIDENT EMMAN-
uel Macron having declared war on the
spread of COVID-19 and the Euro-
pean Commission enacting a 30-day
travel ban, the Bordeaux wine trade
faces a challenge never before seen by
this generation. What seemed like a
decision of monumental importance a
week ago—whether or not to hold the
en primeur tastings for the 2019 vin-
tage—has been quickly eclipsed by
curfews and lockdowns, army field
hospitals, and emergency funds to halt
a national slide into bankruptcy. All
tastings and events have been indefi-
nitely postponed.

Chateaus, négociants, and courtiers
have been in daily, sometimes hourly,
discussions on how best to proceed in
a rapidly deteriorating global crisis.
“The trouble is, every day the situation
changes and what we decide in the
morning is no longer valid in the eve-
ning,” said Lilian Barton Sartorius, né-
gociant and owner of Chéteaus Léo-
ville Barton, Langoa Barton, and
Mauvesin Barton. One option under
discussion is to push back the tastings
until late spring or early summer. “If
the virus has decreased sufficiently, the
usual tastings could take place the last
week of May, which would allow five
weeks for the campaign, providing the
situation has settled worldwide,” said
négociant Jean-Pierre Rousseau, CEO
of Diva.

“At DBR Lafite we are very much in
the mood, if the situation allows it, to
offer our ’19 wines en primeur in the
spring or start of the summer,” said
Jean-Guillaume Prats, CEO of DBR
Lafite. Another potential date is Sep-
tember, though there is concern that
buyers will be focused on bottled wine,
rather than futures, in order to gener-
ate immediate cash flow.
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SPECIAL REPORT: Top 10 U.S. Spirits and Wine Distributors

Leading U.S. Wholesalers Scramble To Reorient
Their Businesses As COVID-19 Disrupts Industry

our U.S. and Cana-
dian markets,” says
Greg Baird, presi-
dent and CEO of
third-ranked whole-
saler Breakthru Bev-
erage Group. “We're
putting the health
and well-being of
our associates, cus-
tomers, and supplier
partners at the center
of our decisions.”

Coronavirus
Response
The pandemic has

spurred distributors
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being of our employ-
ees and customers,”
he told Impacr.
The $19 billion
wholesale giant sus-
pended air travel for
employees, moved
all meetings to video
or phone conferenc-
ing, increased the
frequency of clean-
ing and sanitizing its
facilities, created a
robust and sustained
remote working sys-
tem, and enhanced
hygiene protocols for
all employees who

like Southern Glaz-
er’s, Republic National Dis-
tributing Co., and Breakthru
to overhaul their activities with
an eye toward keeping their
employees and partners safe
while continuing to lead their
businesses forward. “Breakthru
established a cross-functional
task force to evolve policies and
prioritize activities as the out-
break occurred,” Baird notes.
“This group has a regularly
scheduled daily call to assess
the implications of the situa-
tion. We've taken a number of
steps within our own opera-
tions to limit the spread of this
virus including restricting
travel, instituting remote work
policies, and limiting third-
party interactions.”

Southern Glazer’s likewise

activated its “Crisis Management Center” early on as the
outbreak spread, according to CEO Wayne Chaplin. “We
established an executive-level task force to coordinate our
coronavirus-related business continuity plans, monitor the
situation as it unfolds, and safeguard the health and well-
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THE U.S MARKET’S TOP FIVE

SPIRITS AND WINE WHOLESALERS
ESTIMATED 2019 REVENUES IN BILLIONS OF DOLLARS

Southern Glazer's Wine & Spirits: $19.0B

RNDC: $11.8B

Breakthru Beverage: $5.5B
Johnson Brothers Liquor Co.: $2.5B

Empire Merchants: $1.9B

5 10 15 20

Source: Impact Newsletter

directly interact with
customers and suppliers, in-
cluding its drivers, sales people,
and merchandisers.

“First and foremost we at
RNDC/Young’s are concerned
about the safety of our associ-
ates, their loved-ones, and our
customer partners,” says
RNDC president and CEO
Tom Cole, adding, “We will
continue to serve our custom-
ers and suppliers, while pro-
tecting the health and welfare
of our communities in full
compliance with government
guidelines.”

On the business side, distrib-
utors are adapting to a new
environment defined almost
entirely by the off-premise.
“We're reallocating our re-
sources away from the on-

premise channel to the retail trade, where we are experienc-
ing significant business increases,” Cole says.

Baird adds, “While our off-premise accounts have been
extremely busy, on-premise activity is being adversely im-
pacted by broad social distancing and government restric-



IMPACT’S EXCLUSIVE RANKING OF THE TOP 10
U.S. WINE AND SPIRITS WHOLESALERS'?

' Specific state-by-state information noted in accompanying charts.
? Distribution totals do not include control state operations, unless otherwise noted in accompanying data.
3Pro forma, including RNDC’s joint venture with Young’s Holdings in 10 U.S. markets, which took effect last year.

(Millions of Dollars/Wine and Spirits Only) Sales Revenue Percent Market Share
Rank Distributor/Markets 2018 2019E Change 2018  2019E
1 Southern Glazer’s Wine and Spirits $18,225 $19,000 4.3% 31.8% 32.2%
Alabama, Alaska, Arizona, Arkansas, California, Colorado, Delaware, Florida,
Hawaii, Idaho, lllinois, Indiana, lowa, Kansas, Kentucky, Louisiana, Maine,
Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska,
Nevada, New Hampshire, New Mexico, New York, North Carolina, North
Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, South Carolina, South
Dakota, Tennessee, Texas, Utah, U.S.V.l., Vermont, Virginia, Washington,
Washington D.C., West Virginia, Wyoming
2 Republic National Distributing Co.3 11,145 11,835 6.2 19.4 20.1
Alabama, Alaska, Arizona, California, Colorado, Florida, Georgia, Hawaii,
Idaho, Indiana, Kentucky, Louisiana, Maryland, Michigan, Mississippi,
Montana, Nebraska, New Mexico, North Carolina, North Dakota, Ohio,
Oklahoma, Oregon, South Carolina, South Dakota, Texas, Utah, Virginia,
Washington, Washington D.C., West Virginia, Wyoming
3 Breakthru Beverage Group 5,250 5,502 4.8 9.2 9.3
Alabama, Arizona, Colorado, Delaware, Florida, lllinois, Maryland, Minnesota,
Mississippi, Nevada, Pennsylvania, South Carolina, Virginia, Washington
D.C., Wisconsin
4  Johnson Brothers Liquor Co. 1,960 2,500 27.6 3.4 4.2
Alabama, Arizona, California, Connecticut, Florida, Hawaii, Illinois, Indiana,
lowa, Kentucky, Massachusetts, Minnesota, Nebraska, Nevada, New Mexico,
New York, North Carolina, North Dakota, Rhode Island, South Dakota,
Washington, West Virginia, Wisconsin
5 Empire Merchants 1,850 1,900 2.7 3.2 3.2
New York
6 Martignetti Companies 1,250 1,300 4.0 2.2 2.2
Maine, Massachusetts, New Hampshire, Rhode Island, Vermont
7 Allied Beverage 1,190 1,250 5.0 2.1 2.1
New Jersey
8 Fedway Associates 850 930 9.4 1.5 1.6
New Jersey
9  Winebow 770 750 -2.6 1.3 1.3
California, Connecticut, Delaware, Florida, Georgia, Idaho, lllinois, Maryland,
Minnesota, New Jersey, New York, North Carolina, Oregon, Pennsylvania,
South Carolina, Virginia, Washington, Washington, D.C., West Virginia,
Wisconsin
10 Horizon Beverage Co. 725 735 1.4 13 1.3
Maine, Massachusetts, New Hampshire, Rhode Island, Vermont
Top 10 $43,215 $45,702 5.8% 75.3% 77.5%
Other Wholesalers $14,144 $13,252 -6.3% 24.7% 22.5%
Total U.S. Market $57,359 $58,954 2.8% 100.0% 100.0%

Source: Impact Newsletter

tions in a growing number of markets.”

as an example, many of the same precautions that were done
y

It’s unclear just how long the current on-premise closures there are being done here—working from home, closing bars
and other restrictions will remain in effect. “If you use Italy and restaurants, suspending sporting and concert events,”
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5 states. Initially, Proof has targeted
1. SOUTHERN GLAZER’S WINE & SPIRITS independent accounts, with na-
(Spirits and Wine Sales Revenue in Millions of Dollars) tional accounts in both the on- and
Market Company Name 2018 2019€ off-premise markets to follow in the
California SGWS of California $4,100  $4,200 coming months. From March 1,
Florida SGWS of Florida 2,900 3,000 2019 through March 1, 2020, the
Texas SGWS of Texas 2,000 2,100 e-commerce site generated revenue
New York SGWS of New York 1,750 1,800 of $140 million, according to
lllinois SGWS of lllinois 1,150 1,200 Southern Glazer’s chief commercial
Nevada SGWS of Nevada 725 745 officer John Wittig. “We're getting
Washington/Idaho SGWS of Washington 625 675 a ton of feedback on the site and
Missouri SGWS of Missouri 600 620 the efﬁciency and the ease to or-
Indiana SGWS of Indiana 500 505 der,” he says, adding that the plat—
Arizona SGWS of Arizona 475 500 form also serves as “a 24/7 sales
Louisiana SGWS of Louisiana 450 455 assistant to our Commercial sales
Kentucky SGWS of Kentucky 350 375 teams. It’s augmenting their work
Colorado SGWS of Colorado 325 330 so that they have more time to
South Carolina SGWS of South Carolina 315 325 spend on consulted selling,
Ohio SGWS of Ohio 225 225 with basic orders handled by the
Hawaii SGWS of Hawaii 220 225 site. Our quality sales visits, the
Arkansas SGWS of Arkansas 200 200 way we're measuring it, are up
Minnesota SGWS of Minnesota 175 200 exponentially.”

Oklahoma SGWS of Oklahoma 70 200 RNDOC is also investing aggres-
Oregon SGWS of Oregon 170 175 sively in e-commerce. The com-
Kansas SGWS of Kansas 160 165 pany has forged a partnership with
Maryland/Wash. D.C.  SGWS of Maryland/D.C. 125 150 online distributor LibDib, which
New Mexico SGWS of New Mexico 135 135 has accelerated its e-commerce
Delaware SGWS of Delaware 130 135 push. LibDib is essentially a three-
Alaska SGWS of Alaska 120 125 tier-compliant online store from
Nebraska SGWS of Nebraska 95 100 which retail, restaurant, and bar ac-
Tennessee SGWS of Tennessee 50 50 counts may order products listed
lowa SGWS of lowa 35 35 by their suppliers. Founder Cheryl
U.S. Virgin Islands SGWS of the Virgin Islands 25 25 Durzy says the platform has been
South Dakota/ Southern Glazer’s Wine & Spirits 25 25 particularly effective at allowing
North Dakota smaller suppliers—such as bou-
Total' $18,225  $19,000 tique wineries and craft distillers—

'Revenue totals do not include control state operations in Alabama, Idaho, lowa, Maine, Michigan, Mississippi, Montana, New . . . . .
Hampshire, North Carolina, Ohio, Oregon, Pennsylvania, Utah, Vermont, Virginia, West Virginia, and Wyoming (wine sales are to galn dlStI‘lbuthH In new mar-
included in control states where wine business has been privatized). kets, At press time, lele was
Source: Impact Newsletter | present in five states—California,
Colorado, Florida, New York, and

Wisconsin—with 11 licenses pend-

says Cole. “We've been told that it may take another couple
months for Europe to begin to get back to normal.”

E-Commerce Angle

One of the key developments over the past year at the whole-
sale level has been leading distributors’ efforts to upgrade
and streamline their operations for the digital age. The move
to e-commerce could not have come at a better time, with
online operations becoming a major focus amid the
pandemic.

At press time, Southern Glazer’s had launched its customer-
facing Proof e-commerce platform in 28 states, while its ac-
companying salesforce-facing component was active in 26
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ing. Of the partnership, Cole says, “I quickly found out that
it was not just purely a method to get brands to market, but
was a leap forward in terms of technology as well. I saw it as
giving RNDC an in-house resource that no one else would
have—and a competitive advantage.” If smaller brands do
well within the LibDib platform, he adds, they can easily
graduate into the RNDC portfolio.

In addition to LibDib, the company is also rolling out a
broader eRNDC e-commerce initiative, which is built in a
similar manner to the LibDib platform, but also includes
salesforce-facing tools to streamline the selling process. The
eRNDC platform includes about 30 million product lines
and pricing records updated every night, allowing custom-



ers to see real-time inventory,
pricing, and the products that
they’re able to buy under their

2. REPUBLIC NATIONAL DISTRIBUTING CO.

(Spirits and Wine Sales Revenue in Millions of Dollars)

license. “Everything we do in Market Company Name 2018 2019E
our legacy RNDC markets Texas Republic National Dist. Co. of Texas $2,205 $2,350
we'll also be doing in the California Young’s Market Co.' $2,000 $2,150
RNDC-Young’s markets,” Florida Republic National Dist. Co. of Florida 980 1,070
Cole adds. (For more on the Michigan RNDC-National Co. of Michigan? 725 770
RNDC-Young’s integration, Colorado Republic National Dist. Co. of Colorado 510 640
see the interview beginning on Georgia Republic National Dist. Co. of Georgia 500 520
page 1.) South Carolina Republic National Dist. Co. of South Carolina 470 485
Breakthru, meanwhile, has a Maryland Republic National Dist. Co. of Maryland 460 470
variety of e-commerce activities Louisiana Republic National Dist. Co. of Louisiana 430 440
underway, including a partner- Indiana Republic National Dist. Co. of Indiana 395 435
ship with online platforms Washington Young’s Market Co. of Washington' 450 350
Seven-Fifty and Provi, a Trident Virginia Republic National Dist. Co. of Virginia 310 320
Almanac app focused on craft Arizona Young’s Market Co. Southwest' 280 290
offerings, as well as the rollout Kentucky Republic National Dist. Co. of Kentucky 235 260
of SAP software across the busi- Oklahoma Republic National Dist. Co. of Oklahoma® 155 230
ness. Baird says Breakthru’s e- New Mexico Republic National Dist. Co. of New Mexico 185 200
commerce tools are “capturing Nebraska Republic National Dist. Co. of Nebraska 170 180
data that will help us deliver Washington, D.C. Republic National Dist. Co. of Washington 165 165
important insights to our sup- Hawaii Young’s Market Co. of Hawaii' 10 120
pliers and customers which will Oregon Young’s Market Co. of Oregon' 150 15
help us better position our Alaska K&L Wine & Spirits' 75 80
products and generate in- South Dakota Republic National Dist. Co. of South Dakota 70 75
creased sales for everyone.” North Dakota Republic National Dist. Co. of North Dakota 60 60
Idaho Young’s Hayden ldaho' 55 60

Betting On Spirits Total* $11,145  $1,835

While the coronavirus situa-
tion is changing the complex-
ion of the business, wholesalers
are also monitoring underlying
consumption trends, which
have seen spirits continue to

A joint venture between RNDC and Young'’s Holdings, with RNDC serving as operating partner.
22019 revenue equals total invoices billed and delivered in Michigan by RNDC.
3 Oklahoma switched to a three-tier system in April 2018.

“Revenue totals do not include control state operations for Alabama, Mississippi, North Carolina, Ohio, Virginia (wine sales only listed
above), and West Virginia, which are not listed above. However, RNDC'’s control state operations in these six states totaled an estimated
Source: Impact Newsletter

$80 million in 2019

increase and wine decelerate lately. “We're very bullish on
the spirits business. A few categories are incredibly strong,
with really nice growth rates in both volume and value,”
Chaplin notes. “The wine business is challenging, but we
feel that with our people being highly trained, educated, and
aggressive, we can grow our wine business by increasing our
share of the overall pie.” Hard seltzer also continues to be a
trend to watch. “I think the big question is the effect of hard
seltzer on wine and spirits,” Chaplin says, adding that prior
to the outbreak seltzers were beginning “to take up a lot of
on-premise drinking occasions, and some of those are com-
ing out of wine and spirits.”

Still, some see a potential silver lining in the hard seltzer
craze. “Hard seltzer reminds me of 20 some years ago, when
Zima hit,” says one large Midwest-based wholesaler. “It can
be a way for a lot of people to enter the beverage alcohol
category and eventually try other things, like wine and spir-
its. Overall, I think this is probably a plateau year for wine,
and hopefully you'll see an uptick again in a year or two.”

TO SUBSCRIBE, GO TO WWW.IMPACTNEWSLETTER.COM

“The wine business is challenging,
but we feel that with our people
being highly trained, educated,
and aggressive we can grow our
wine business by increasing our
share of the overall pie.”

—Wayne Chaplin, Southern Glazer’s

Wholesalers say the trend toward spiking hard seltzers with
spirits is one way to leverage the fast-emerging category. Also,
notes Cole, “There are now a lot of spirits-based hard selt-
zers coming out now, and there will be more of those.” Up
to now, malt-based seltzers along the lines of White Claw
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(Spirits and Wine Sales Revenue in Millions of Dollars)

3. BREAKTHRU BEVERAGE GROUP

making moves to reorient their
operations to the off-premise,
while supporting key on-prem-

"Includes Tenzing.
2 Includes Bacchus.

(Spirits and Wine Sales Revenue in Millions of Dollars)
Market

*Revenue totals do not include control state sales for Virginia (wine sales only listed above)

4. JOHNSON BROS. LIQUOR CO.*

Market Company Name 2018 2019E . R

— — ise partners through various
Illinois’ Breakthru Beverage lllinois $1,140  $1,204 C . . .

X ) initiatives. Wilson Daniels,
Florida Breakthru Beverage Florida 868 890 .
which had wholesale revenues
Colorado Breakthru Beverage Colorado 569 595 -
of nearly $80 million last year
Maryland? Breakthru Beverage Maryland 475 489
across New York, New Jersey,
Nevada Breakthru Beverage Nevada 440 463 .
] ] Connecticut, and Oregon, has
Arizona Breakthru Beverage Arizona 403 418 .

) ) moved to sharpen its focus on

Minnesota Breakthru Beverage Minnesota 271 295 .
) ) the retail and e-commerce seg-
South Carolina Breakthru Beverage South Carolina 251 262 . .. .
) ) ments since the crisis hit.
Pennsylvania Breakthru Beverage Pennsylvania 227 253 €Yy . .
We've seen no disruption of
Delaware Breakthru Beverage Delaware 182 192 . .

i ) ] ) business with regards to our
Wisconsin Breakthru Beverage Wisconsin 181 190 . . »

L L capacity or inventory, says
Virginia Breakthru Beverage Virginia 123 127 . . .
Washington, D.C Breakthru Beverage Washington, D.C 121 125 Wilson Daniels premdent

gton, g glon, Rocco Lombardo. “But 57% of
Total® $5,250 $5,502

our business is done on-prem-

ise and it’s been devastating.

We're going to have to find

ways to support those propri-
b »

etors who've been hurt.” Some

on-premise accounts quickly

2018 2019E transitioned to takeout and

Arizona, California, Connecticut, Florida, Hawaii, lllinois,
Indiana, Kentucky, Massachusetts, Minnesota, Nebraska,
Nevada, New Mexico, New York, New Jersey, North Dakota,
Rhode Island, South Dakota, Washington, Wisconsin

Total

which are not listed above.

(Spirits and Wine Sales Revenue in Millions of Dollars)
Markets

*Revenue totals do not include control state operations for Alabama, lowa, Mississippi, North Carolina, Virginia, and West Virginia,

5. EMPIRE MERCHANTS

delivery business, he adds,
while the off-premise surge has
partially compensated for the
on-premise shutdown.

At press time, however, the
off-premise was also beginning
to see heightened restrictions
across a number of states, with
key markets like California,

$1,960 $2,500

2018 2019E

New York Empire Merchants Metro/

Empire Merchants North
Total

New York, Illinois, and New
Jersey under effective lock-
down. That has meant that
large retailers like Total Wine
and BevMo have been mov-
ing—in some cases exclu-

$1,850 $1,900

Source: Impact Newsletter

and Truly have been leading the way. But Gallo, for example,
has a vodka-based High Noon entry that recently earned
ImracT “Hot Brand” honors, as well as the new wine-based
Barefoot Hard Seltzer.

“Seltzers and spritzers are continuing to perform well in
our core big beer markets of Minnesota, Nevada, and Dela-
ware,” Baird adds. He observes that Breakthru has been
outpacing the 25% industry growth in the craft spirits
category, but acknowledges that plentiful harvests have been
propelling private label activity in wine.

With the wine category already seeing its share of chal-
lenges, the shutdown of the on-premise due to coronavirus
comes as a severe blow. But wholesalers who normally
specialize in supplying the fine dining segment have been
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sively—to pickup and delivery
service, asking consumers to order online and not visit the
store until they've received an email confirmation that their
order is ready. Meanwhile, the Pennsylvania Liquor Control
Board (PLCB) took the drastic step of closing all of its stores
and e-commerce activity. The PLCB said it will re-evaluate
its operations in the coming weeks.

As conditions continued to worsen, WSWA CEO and
President Michelle Korsmo sent a letter to 50 United States
Governors urging them to keep local beverage alcohol retail
locations open, citing public health and safety as a chief con-
cern. “If closures of these stores across localities or states oc-
cur inconsistently, there is an increased chance that people
will travel interstate or among localities to find an open store
with available supply, increasing risk of spread among com-



6. MARTIGNETTI COMPANIES

(Spirits and Wine Sales Revenue in Millions of Dollars)

Markets 2018 2019E

Trading Places

As wholesalers revamp their operations to adjust to the
fluctuating market conditions, several key players have

Massachusetts, Rhode Island,
Maine, New Hampshire, Vermont

Total $1,250 $1,300

/. ALLIED BEVERAGE GROUP

(Spirits and Wine Sales Revenue in Millions of Dollars)

Markets 2018 2019E

made changes to their leadership teams in recent
months. Among them, Johnson Brothers named for-
mer Treasury Wine Estates Americas president Victoria
Snyder as executive vice president, chief strategy officer.
Johnson Brothers, which has expanded to cover 26 U.S.
markets, had 2019 revenues of $2.5 billion. Empire
Merchants appointed Eric Pfeil as president and CEO
effective April 1. Pfeil was most recently executive vice

New Jersey

Total* $1,190 $1,250

revenues reflect the entirety of the merged business

8. FEDWAY ASSOCIATES

(Spirits and Wine Sales Revenue in Millions of Dollars)

*Breakthru merged its New Jersey operations with those of Allied Beverage in 2017. Allied’s total

president at Breakthru Beverage Florida, where he
served for 16 years in a variety of leadership roles. He
replaced John Devin, who had led Empire since 2016,
and who was subsequently named president, sales and
marketing, at New Jersey-based Fedway Associates,
effective April 20. Neil Barnett, Fedway’s current presi-
dent, has announced his retirement after four decades
with the company, but will continue to serve in an

Markets 2018 2019E
New Jersey

Total $850 $930
(Spirits and Wine Sales Revenue in Millions of Dollars)
Markets 2018 2019E

advisory capacity.

As some key executives have shifted between compa-
nies, so too have some significant brand lines. Most
notably, Beam Suntory has opted to consolidate its U.S.
distribution with Southern Glazer’s Wine & Spirits
across 43 markets, shifting from RNDC in nine states
effective April 1. “Utilizing our nationwide network

California, Connecticut, Delaware, Florida, Georgia, Idaho, lllinois,
Maryland, Minnesota, New Jersey, New York, North Carolina, Oregon,

West Virgina, Wisconsin

Total $770 $750

(Spirits and Wine Sales Revenue in Millions of Dollars)

Pennsylvania, South Carolina, Virginia, Washington, Washington, D.C.,

10. HORIZON BEVERAGE GROUP

and resources will significantly increase efficiencies for
Beam Suntory and allow us to use economies of scale
to achieve our joint business priorities,” said Chaplin.
Southern Glazer’s other national—or nearly national—
partners include Bacardi, Campari, and Jigermeister.
Southern also added the Rémy Cointreau portfolio in
New York recently, where Rémy’s brands were previ-
ously handled by Empire. Meanwhile, RNDC added
Pernod Ricard’s brands in Indiana effective April 18,

Markets 2018 2019E
Massachusetts, Rhode Island,
Maine, New Hampshire, Vermont

Total $725 $735

Source: Impact Newsletter

replacing Southern. With that deal, RNDC now dis-
tributes Pernod Ricard spirits in nine markets, and its
wines and Champagnes across 12 markets.

In another recent move, the Wirtz family expanded
its presence in the Missouri market’s wholesale tier,

munities,” she wrote. She went on to urge governors to
implement provisions in state laws allowing for curbside
pick-up from retail locations, or delivery by employees over
21, as well as the bundling of food and alcoholic beverage
orders by licensed restaurants.

Due to the uncertainty caused by the Covid-19
crisis, Impact has opted not to publish current-

year revenue projections in this issue. We plan
to publish those revenue figures at a later date.

TO SUBSCRIBE, GO TO WWW.IMPACTNEWSLETTER.COM

agreeing to acquire control of wine, spirits, and beer
distributor Major Brands, in which it already held an
undisclosed stake. The Wirtz family acquired the ownership
shares of Major Brands CEO Sue McCollum, who will con-
tinue to lead the company.

Most key players say it’s simply too soon to determine the
impact of the outbreak on their businesses. Booming retail
sales will no doubrt offset part of the on-premise decline, but
to what degree is ultimately unknown. In the meantime, the
middle tier’s leading companies will marshal the full force
of their multi-billion dollar organizations not only to pre-
serve their businesses and the wine and spirits industry as a
whole, but also to lessen the social costs of the crisis for their
employees, customers, and partners.  —Daniel Marsteller
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The 44th Annual Impact Marketing Seminar
The Drinks Business’s Top Executives Convene

In Manhattan At Industry’s Signature Summit

THE DRINKS INDUSTRY’S LEADING LIGHTS GATHERED
at The Pierre in New York City on March 5 for a packed
program at the 44th Annual Impact Marketing Seminar.
Hosted by M. Shanken Communications chairman Marvin
R. Shanken, the event featured presentations from top ex-
ecutives in wine, spirits, fine
dining, and the emerging
cannabis industry, as well as
a panel discussion covering
the key issues that are affect-
ing the beverage alcohol
market at all levels.

The proceedings kicked
off the evening of March 4
with a welcoming reception
at WS New York at Hudson
Yards, hosted by Beam
Suntory. The next day, Sem-
inar attendees heard from
leaders from across the in-
dustry. The lineup included:
Albert Baladi, CEO of Beam
Suntory; Claudia Schubert,
President, U.S. Spirits and
Canada at Diageo; Christo-
pher Pappas, CEO of Chefs’
Warehouse; Ben Kovler, Chairman and CEO of Green
Thumb Industries (GTI); and Rich Bergsund, CEO of
Wine.com.

Following those presentations, four top drinks executives
took the stage for a panel discussion entitled, “Exploding
Markets: Where the Action Is In Wine and Spirits.” The
panelists included Jim Clerkin, President of Strategic Devel-
opment and Advisor to the CEO at Moét Hennessy; Mark
Teasdale, partner at Biggar and Leith; Joe Wagner, Owner
& Winemaker at Copper Cane Wines & Provisions; and
Jonathan Yusen, President & Managing Director, North
America, at William Grant & Sons.

After the panel discussion, Seminar attendees gathered for
a Champagne reception followed by a luncheon in The
Pierre’s Cotillion Room.

Special luncheon speaker Michael Milken, the renowned
financier and philanthropist whose efforts have been monu-
mental in the fight against prostate cancer over the years,
enlightened and entertained the audience in a wide-ranging
address that covered important recent developments in medi-
cal research, education, public health, and other areas.
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Marvin R. Shanken opens The 44th Annual Impact Marketing Seminar

Combining Purpose With Profit
Beam Suntory president and CEO Albert Baladi kicked off

with a presentation on the topic, “Building a Purpose-Driven
Spirits Company.” Citing Beam Suntory’s vision of “Grow-
ing for Good,” Baladi noted that the business is aiming to
be not just profitable, but
inclusive and socially re-
sponsible as well.

Beam Suntory is looking
to reach $10 billion in
sales—up from the current
$4.6 billion—by 2030, in
part by raising the portfolio
mix from 35% premium
brands to 50%, and growing
sales in emerging markets
from the current level of
10% to 25%.

Baladi noted that as the
company grows, it’s also
committed to having a posi-
tive global impact. At the
forefront of that is building
amore diverse and inclusive
workforce. Beam Suntory
has set company-wide tar-
gets including 50% women in leadership, 45% ethnic
representation in the U.S., and making sure employees are
equally evaluated. The company also recently introduced
more flexible workplace policies, expanding parental paid
leave benefits to 26 weeks.

In addition, Beam Suntory has committed to a broad
social responsibility platform. The company has increased
its water efficiency, reduced carbon emissions, and conserved
watersheds, the latter being especially important, according
to Baladi, as water is the lifeblood of Beam Suntory’s brands.
He also pointed to such initiatives as Together For Good,
the company’s annual global day of service, which launched
last year, and Cruzan rum’s contributions following Hurri-
cane Maria in 2017—Cruzan now donates a portion of its
proceeds to the Island Spirit Fund, which supports disaster
relief in the U.S.

In a similar vein, Diageo North America’s president of U.S.
Spirits & Canada, Claudia Schubert, spoke on “A New Era
of Values,” and opened by asking the room’s participants to
consider “how we can raise the bar individually and within
our companies, when it comes to our role in society.”
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Among Diageo’s focus areas is promoting grain-to-glass
sustainability, according to Schubert, who pointed to Bul-
leit as an exemplary brand. At its distillery in Shelbyville,
Kentucky, Bulleit has committed to being carbon neutral by
2030, and to sourcing 100% of renewable electricity by then,
among other initiatives.

Schubert also highlighted Crown Royal’s Purple Bag pro-
gram as an example of a brand making a positive impact on
local communities. Purple Bag features a partnership with
the nonprofit organization Packages From Home, which has
distributed over 1 million care packages to military person-
nel and others those in need.

Schubert also noted Diageo’s dedication to championing
diversity and inclusion—the company is among the top-
ranked, globally, to work for in terms of gender equality, and
has received top marks from the Human Rights Campaign

TO SUBSCRIBE, GO TO WWW.IMPACTNEWSLETTER.COM

in their corporate equality index as well. Last year, the com-
pany rolled out a new family leave policy, with men and
women both entitled to a minimum of 26 weeks.

E-Commerce To On-Premise

Wine.com CEO Rich Bergsund represented the e-commerce
space. Taking on the topic, “The Future of Online Retail-
ing,” Bergsund noted that Wine.com was a pioneer in the
e-commerce arena, launching 22 years ago. The San Fran-
cisco-based company has seen marked growth in recent years,
achieving approximately $150 million in revenue in 2019.
Yet even as Wine.com and e-commerce in general have made
strides, Bergsund said the upside remains vast as more wine
consumers move to shop online. Currently, only 3% of wine
sales occur online, he noted. If online sales penetration rose
to 10% industry-wide, as is the case for global luxury goods,
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Seated, left to right: Wayne Chaplin, CEO, Southern Glazer’ss Michael Milken; Marvin R. Shanken; Takeshi Niinami, CEO, Suntory Hold-
ings; Ann Mukberjee, chairman and CEO, Pernod Ricard North America; Standing, left to right: Deirdre Mahlan, president, Diageo North
America; Rick Tigner, CEO, Jackson Family Wines; Jim Clerkin, president, strategic development, Moét Hennessy; Alan Dreeben, partner,
RNDC; Chuck Wagner, owner/winemaker, Caymus Vineyards; and Albert Baladi, president and CEO, Beam Suntory

they would reach $4 billion by the end of this decade; if they
reached the overall retail average of 15%, sales would be in
the $7 billion range.

Turning to how Wine.com plans to boost online adop-
tion, Bergsund highlighted the inroads the company has
made with the younger generation—particularly those un-
der 30—who are driving strong sales growth. He noted that
Wine.com’s mobile app now generates approximately one-
third of the company’s annual revenue, and added that the
retailer’s StewardShip membership program—costing $50 a
year for free delivery—has grown to over half the business.

Moving to the on-premise, The Chefs’ Warehouse CEO
Chris Pappas addressed the topic, “Supplying America’s Fine
Dining World.” The Chefs’ Warchouse supplies specialty
foods to restaurants, hotels, country clubs, and other venues,
with a particular focus on chef-driven establishments. The
company offers 55,000 SKUs to 34,000 customers and
operates in 16 markets in the U.S. and Canada. Sales are
approximately $2 billion annually.

“We address the upscale casual segment all the way to the
Four Seasons hotel,” said Pappas. “We have over 2,000 sup-
pliers today in more than 40 countries.” The company dis-
tributes outside brands from around the world but also works
with suppliers to create their own labels or develop releases
in conjunction with co-owning partners. While the fine din-
ing business has been robust in recent years, Pappas noted
that it’s not without its challenges, from supplying in-de-
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mand plant-based foods to detailing sourcing info for in-
creasingly curious consumers. “People want a relationship
with the product,” he explained. Other developments Pap-
pas is keeping an eye on include the growing demand for
delivery, which could hurt the on-premise drinks business
in the rising upscale casual segment in the long term.

Ben Kovler, founder, CEO, and chairman of Green Thumb
Industries (GTI), represented the cannabis industry, but also
has ties to the drinks business as the great-grandson of Harry
Blum, who spearheaded the development of Jim Beam. Kov-
ler delivered a comprehensive look at the state of cannabis
in the U.S. and the opportunity it presents, both for newer
companies like GTT as well as legacy players. He noted that,
while the $13 billion U.S. market is currently tiny in com-
parison to beverage alcohol, it’s projected to maintain a 20%
compound annual growth rate over the next decade, ulti-
mately leading to a mature market of $80 billion, on par
with spirits and $10 billion larger than wine.

Kovler compared the coming end of cannabis prohibition
to the repeal of alcohol prohibition in 1933. “During alco-
hol prohibition there was bathtub gin and moonshine, which
gave way to Jim Beam and Jose Cuervo and Jack Daniel’s
and all of the others. With cannabis prohibition, there was
weed in a baggy; now that’s turning into our brands Rythm
and Dogwalkers, as well as others that will develop a rela-
tionship with consumers.” Even though the U.S. is a patch-
work of state-level legalization, in some ways the rules are



Luncheon speaker Michael Milken addresses the Impact Seminar attendees at the Pierre Hotel’s Cotillion Room

far more lax than in Canada, for instance, where strict regu-
lations preclude labels and designs that convey personality
and distinguish a product from its competitors.

Turning to Green Thumb’s progress, Kovler discussed its
goals, strategy, and portfolio. With a mission of “promoting
well-being through cannabis,” the company has maintained
a dual focus of achieving rapid expansion and developing
strong, trusted brands. Green Thumb is now in 12 markets,
weighted toward the East. Kovler is particularly focused on
Illinois and Pennsylvania as states that have massive poten-
tial, estimating that both could be worth $3 billion.

“This is a House of Brands approach,” Kovler noted. He
highlighted Dogwalkers, a line of pre-rolled joints, as a stand-
out. Pre-rolls are seeing 44% growth rates right now, the
highest of any form factor. “We think we have the leading
national brand in pre-rolls with Dogwalkers, which are mini
pre-rolls that come in a tin of five. A lot of people who con-
sume cannabis are out smoking a joint when they walk their
dog, so we tee it up for them and it’s high-quality flower. We
can’t make these fast enough, so we're investing in produc-
tion on a very large scale.”

The panel discussion touched on a wide range of topics,
including cannabis, alternative packaging, and the boom in
whiskies and Tequilas. “We [William Grant & Sons] haven’t
yet seen the impact of cannabis on our brands,” said Jona-
than Yusen. “But in the longer term, we certainly expect to
be competing for some of the same occasions.”

Joe Wagner, as a winemaker with substantial interest in
the California market, said that cannabis hadn’t impacted
Copper Cane thus far. “We're not seeing any loss of busi-
ness, at this time,” he said. “I do think that drinking and
smoking or using cannabis are two very different social oc-
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casions.” None of the panelists said they have plans to ex-
pand into cannabis.

The panel also discussed another disruptor in the wine
and spirits world, hard seltzer. Jim Clerkin asserted that he
sees hard seltzers as more than a fad. “I think they’re going
to be internationalized,” he said, pointing to natural fruit
flavors as a possible future for the category.

“I think it’s definitely eating into our business,” added
Wagner. “I find it interesting because it’s at the intersection
of health and wellness and authenticity, but you're looking
at a malt beverage that has flavoring.” The wine world, he
added, needs to do a better job at courting the market seg-
ment that’s looking for authentic products. Wagner pointed
to opportunities offered by alternative packaging, whether
cans, pouches, or other formats.

Turning to craft spirits, Jim Clerkin noted that there are
10 times as many craft distilleries as a decade ago, with plenty
of runway left. “There are 2,000 now, but back in 1830 there
were 20,000,” he said. “I think there’s a long, long road for
craft, and particularly craft whiskey.”

The rest of the panel agreed, citing ‘craft’ attributes of
brands like Hennessy, the Balvenie, and Belvedere, among
legacy brands. “Something made locally connotes higher
quality. The bigger brands have taken that lesson. You can
see their messaging moving to more about authenticity, the
story,” said Mark Teasdale. Regarding the broader whisky
market, Yusen discussed the potential for saturation. “Any
time you have an explosion of production you run that risk,”
he said. “The smartest companies balance that short-term
and long-term opportunity.” The 45th Annual Impact Mar-
keting Seminar will be held in New York on March 4, 2021.

—Shane English, Julia Higgins, and Danny Sullivan
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Marvin R. Shanken, Hazel Shanken, and Michael Milken Andrew Chrisomalis, CEO, Davos Brands; and Guillaume Cuvelier,
vice chairman, Davos Brands

Lester Eber, chairman, Slocum and Sons; and Chuck Wagner, owner/ Sue McCollum, CEO, Major Brands; Danny Wirtz, vice chairman,
winemaker, Caymus Vineyards Breakthru Beverage Group; and Julien Hemard, CCO, Pernod Ricard
USA

Ashley Roundtree, managing partner, Alantra; and Guy Lawrence, Jeffery Altschuler, president and CEO, Allied Beverage; James Ammeen,
managing director, Brockmans Gin chairman, Conecub Ridge Distillery; Roy Danis, president and CEO,

Conecub Brands; and Robert Harmelin, EVP, Allied Beverage
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Maztt Appleby, marketing director, Zamora Company USA; Philippe Tom Cole, president and CEO, Republic National Distributing Co.;
Giraud, founder and CEO, Alfred Giraud French Malt Whisky; and and Ben Dollard, president, Americas, Treasury Wine Estates
Juan Vega, sales director, Zamora Company, USA

A

Eddie Block, pm:tner, Republic National Distributing Co.; Stephanie Juan Rovira, co-founder and COO, Samson & Surrey; and Charlie
Block, NexGen Owner, RNDC; and Jay Davis, partner, National Merinoff; co-chairman, Breakthru Beverage Group
Distributors

.

. 1 &
Sebastien Besson, CEO, Armand de Brignac Champagne; Greg Hughes, Toro Miyannaga, COO, business development, Suntory; Hiroshi Mi-
president North America, Beam Suntory; and Rudy Ruiz, executive yamori, SVB, Beam Suntory; Lawson Whiting, president and CEO,
vice president, spirits, emerging brands, Southern Glazer’s Brown-Forman; and Takeshi Niinami, CEO, Suntory Holdings
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Alan Dreeben, partner, Republic National Distributing Co.; and Chad

Tony Latham, CFO, Bacardi Ltd; and Mahesh Madhavan, CEO,
Stone, vice president, commercial, Breakthru Beverage Group

Bacardi Ltd

|
Marc Taub, president and CEO, Taub Family Cos.; and Max Leven-
thal, director, business development, Fedway Associates

Barry Sheridan, vice president, strategy and commercial growth, Cop-
per Cane; Carla Camino, vice president, sales, east, Treasury Wine;
Steve Somers, executive vice president, sales, Treasury Wine

Trevor Stirling, senior research analyst, Bernstein; Ed Callison, EVD,
corporate development, Breakthru Beverage; Dan Leese, CEO, Hotal-
ing & Co.; and Tony Foglio, board member, Hotaling & Co.
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Roy Danis, president and CEO, Conecub Brands; and Wayne Chap- Kate Latts, vice president, marketing and CMO, Heaven Hill Brands;
lin, CEO, Southern Glazer’s Wine & Spirits Deirdre Mahlan, president, Diageo North America; and Allan Latts,
COO, Heaven Hill Brands

Rick Tigner, CEO, Jackson Family Wines; Robert Hall, CEO, Ole Carlo Coppola, general manager, Southern Glazer’s Wine & Spirits,
Smoky Distillers; and Bob Hendrickson, COO, executive vice presi- open, control, and northeast franchise, Beam Suntory; and Danny
dent, Republic National Distributing Co. Wirtz, vice chairman, Breakthru Beverage Group

Ned Vickers, president, Sugarlands Distilling Company; and Nicholas Mehall, CFO, Republic National Distributing Co.; and
Andrew Beam Eddie Block, partner, Republic National Distributing Co.
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Chuck Wagner, owner/winemaker, Caymus Vineyards; Alan Dreeben, Tony Foglio, board member, Hotaling & Co.; Ugo Fiorenzo, manag-
partner, Republic National Distributing Co.; Joseph Wagner, owner/ ing director, Campari America; Dan Butkus, vice president, national
winemaker, Copper Cane Wines & Provisions sales manager, Campari America

Rocky Wirtz, co-chairman, Breakthru Beverage Group; and John Chad Stone, vice president, commercial, Breakthru Beverage Group;
Horn, Beam Suntory Michelle Korsmo, president and CEO, WSWA

Kate Latts, vice president, marketing and CMO, Heaven Hill Brands; Takeshi Niinami, CEO, Suntory Holdings; Albert Baladi, president
Michael Keyes, president and CEO, Proximo Spirits; Lawson Whit- and CEO, Beam Suntory
ing, president and CEO, Brown-Forman
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Tony Truzzolino, executive vice president, managing director, Beam Matt Appleby, marketing director, Zamora Company USA; Juan Vega,
Suntory portfolio, Southern Glazer’s Wine & Spirits; and Dave Turo, sales director, Zamora Company USA
regional general sales manager, Beam Suntory

Kit Codik, founder, Liquor.com; Nora Feeley, director, marketing and Ian McLernon, CEO, Rémy Cointreau Americas; and Alberto de la
communications, Silverado Vineyards; and Barry Augus, founder and Cruz, CEO, Coca Cola Puerto Rico Bottlers
CEO, Tres Agaves

Matti Anttila, CEO, Grain & Barrel Spirits; John Sheldon, Nomura; Johnny Manuel, SVB, sales director, Brown-Forman; John Hayes, presi-
and James Ammeen, chairman, Conecub Ridge Distillery dent, USA & Canada, Brown-Forman; and Bob Hendrickson, COO,
executive vice president, Republic National Distributing Co.
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John Magliocco, principal, Empire Merchants; and Bennett Glazer, Clarice Turner, president, Joseph Phelps Vineyards; and Nora Feeley,
executive vice chairman, Southern Glazer’s Wine & Spirits director, marketing and communications, Silverado Vineyards

Richard Davis, executive vice president, government affairs, National Stephen Rannekleiv, strategist, beverages, Rabobank; and Francois
Distributors; and Marc Sachs, vice president, Republic National Hunaut, managing director, beverages, Rabobank Paris
Distributing Co.

Mark Teasdale, partner, Biggar & Leith; and Chris Carlos, owner, Julien Hemard, CCO, Pernod Ricard USA; Jerry Rosenberg, partner,
Republic National Distributing Co. National Distributors; and Ken Rosenberg, vice president, wine,
Republic National Distributing Co.
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Takeshi Niinami, CEO, Suntory Holdings; and Shelly Stein, president, Marc Taub, president and CEO, Taub Family Cos.; Casey Tedd, SV,
Southern Glazer’s Wine & Spirits sales, Palm Bay International; and Mark Lyle, SVD, brand develop-

ment and marketing, Palm Bay International

Mazrt Appleby, marketing director, Zamora Company USA; Alex Old- Luigi Romano, CFO, Branca USA; Harry Kohlmann, CEO, Park
royd, managing director, Fluxion Advisors; and Chris Rigby, USA Street Companies; Steven Brecher, CEO, Branca USA
managing director, Bleeding Heart Rum Co./Don Papa Rum

Simon Yudelevich, general manager, Guala Closures North America; Steven Shanley, vice president, commercial strategy, Proximo Spirits;
and Frederic DeVanssey, connected and luxury closures, sales manager, Michael Peterson, senior vice president, Proximo Spirits
Guala Closures North America
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Tom Cole

Tom Cole, President
and CEO, RNDC
Cheryl Durzy, Founder
and CEO, LibDib

continued from page 1 >>>

customers, and sales force, and is slated to reach all RNDC
markets by the end of this year. Impact executive editor David
Fleming and managing editor Daniel Marsteller met with Cole
and LibDib founder Cheryl Durzy recently to discuss those
initiatives and the future for the U.S. markets second-largest
wine and spirits wholesaler.

IMPACT: Firstly, how have RNDC and LibDib dealt with
and adapted to the coronavirus outbreak? What are you see-
ing in the market?

Cole: First and foremost we at RNDC/Young’s are concerned
about the safety of our associates, their loved-ones, and our
customer partners. We are in a very dynamic situation right
now in America with states, municipalities, and the federal
government all trying to do the right thing. We see manda-
tory closings of bars and restaurants growing from state to
state. We're reallocating our resources away from the on-

INTERVIEW

premise channel to the retail trade, where were experiencing
significant business increases. If you use Italy as an example,
many of the same precautions that were done there are be-
ing done here—working from home, closing bars and res-
taurants, and suspending sporting and concert events. We've
been told that it may take another couple months for Europe
to begin to get back to normal. We'll continue to serve our
customers and suppliers, while protecting the health and
welfare of our communities in full compliance of govern-
ment guidelines.

Durzy: In these unprecedented times, we're really happy that
we can continue to help both buyers and sellers. LibDib has
been working remotely, and our online platform is allowing
us to place and process orders efficiently. Resellers who are
needing to restock their shelves and e-commerce sites are
buying from us. With tasting rooms closed, our winery and
distillery friends are struggling. However, there is opportu-
nity for retailers, bars, and restaurants to sell by the bottle.
Buyers like that they can buy by the bottle or case from us
and provide their customers with something small-batch and
unique. These small businesses so desperately need help and
support right now.

IMPACT: The RNDC-YoungSs joint venture officially took
effect last summer. How has it worked out in the early
going?

Cole: The Young’s integration is going fantastically. We're
very happy with the organization. Jay Johnson is leading that
business as president of Young’s Market Company, a divi-
sion of RNDC West, and we've been making decisions about
how to build the best team we can out of both companies.
The Youngs team, which I've grown more familiar with, are
great people—dedicated, loyal, intelligent, and hard work-
ing. And they're really ready to become part of a bigger
entity. We're bringing the resources of our national accounts
organization as well as logistics, operations, and technology
to the effort, and we're investing for the long term. So it’s an
exciting time.

IMPACT: Is it too soon to begin thinking about the next
potential deal?

Cole: That’s somewhere down the road. I've lived in New
Otrleans for 29 years, and in that time I've been part of 30
mergers or acquisitions. And we’re not finished. 'm con-
stantly thinking about how we can get bigger—but first and
foremost better. The world’s changing, technology’s chang-
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INTERVIEW

ing, our customers are changing, and our
suppliers are changing. We have smarter
consumers than we’ve ever had before, and
the whole industry is adapting to that.

IMPACT: How does the rollout of e RNDC—
and the LibDib alliance—play into that?

Cole: About three years ago I noticed the
launch of this new enterprise, LibDib, that
was planning to address the opportunity for
small producers to get to market in a three-
tier-compliant manner. After speaking with
Cheryl, I quickly found out that it was not
just purely a method to get brands to mar-
ket, but was also a leap forward in terms of
technology. I saw it as giving RNDC an in-
house resource that no one else would
have—and a competitive advantage.
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Durzy: This industry needs to evolve with

the times. Now that I've seen behind the curtain of the dis-
tributor side, I understand that it’s not easy to get new things
to market that fast. What LibDib does is provide opportu-
nities to both smaller suppliers looking to break into the
market, as well as larger suppliers looking to try new inno-
vations, sizes, formats, and so on. We're currently in five
states, with 11 licenses pending. We're using a lot of the
RNDC warehouses as our at-rest stops and for delivery. We're
a fully licensed distributor, with restaurants, bars, and retail-
ers buying directly from us via our online platform.

Cole: It also provides us an opportunity to be in all 50 states
with a whole new model that we can scale, and it can be an
incubator for smaller brands that may then graduate into

the RNDC portfolio.

IMPACT: How does LibDib’s business break down in terms
of on-premise versus off-premise and wine compared with
spirits?

Durzy: In terms of sales, it’s about 50-50 on-premise versus
off-premise and about 60-40 weighted toward spirits versus
wine. We work with a lot of high-end bottle shops but we
have also created a chain division, catering to chains like
Safeway, Total Wine, BevMo, and Costco. We've created
preview accounts for the chains to look and shop, but they
submit orders differently from smaller accounts because they
have their own systems in place.

Cheryl Durzy

Cole: LibDib also provides an outlet for the craft distillers
that are just big enough to service one state at this point. If
you divide the number of craft distillers by the number of
cases sold, it’s roughly 500 cases per entity. They're very small,
and it’s a tough business. But it’s 3.5 million cases and grow-
ing overall, so when you take a few of the big ones out of
there, the numbers for individual distilleries are even smaller.
LibDib provides them an opportunity to get to market.
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IMPACT: How does eRNDC differ from the LibDib
platform?

Durzy: With LibDib, suppliers can enter their own products,
upload their own data, and it’s instant across all markets. We

worked with the RNDC team to build eRNDC the same
way. But eRNDC also has a sales rep component.

Cole: That component provides a lot of self-service for the
buyers so that our salespeople can focus on selling. Adop-
tion is increasing monthly in the first three lead markets that
we've done. From a technology standpoint, everything we
do in our legacy RNDC markets we'll also be doing in the
RNDC-Young’s markets.

INTERVIEW

“LibDib provides us an opportunity
to be in all 50 states with a whole
new model that we can scale, and it
can be an incubator for smaller
brands that may then graduate
into the RNDC portfolio.”

IMPACT: Turning to broader market trends, everyone is
interested in the impact of hard seltzer on wine and spirits.
What do you see happening in

(Spirits and Wine Sales Revenue in Millions of Dollars)

REPUBLIC NATIONAL DISTRIBUTING CO.

that space?

Cole: The wine business is
tough right now, but the spirits

North Dakota
Idaho Young’s Hayden ldaho'

Total®

22019 revenue equals total invoices billed and delivered in Michigan by RNDC.
3 Oklahoma switched to a three-tier system in April 2018.

$80 million in 2019.

Republic National Dist. Co. of North Dakota

A joint venture between RNDC and Young'’s Holdings, with RNDC serving as operating partner.

“Revenue totals do not include control state operations for Alabama, Mississippi, North Carolina, Ohio, Virginia (wine sales only listed
above), and West Virginia, which are not listed above. However, RNDC’s control state operations in these six states totaled an estimated
Source: Impact Newsletter

Market Company Name 2018 2019E < >

Texas Republic National Dist. Co. of Texas $2,205  $2,350 business is healthy. Hard selzer
California Young’s Market Co.! $2,000  $2,150 is definitely having an impact.
Florida Republic National Dist. Co. of Florida 980 1,070 Thave a friend who owns seven
Michigan RNDC-National Co. of Michigan? 725 770 bars in Austin, and [ asked him
Colorado Republic National Dist. Co. of Colorado 510 640 gbout a ye.:ar ago ‘.Vhat was go-
Georgia Republic National Dist. Co. of Georgia 500 520 ng on _Wlth Whlte_ Claw. At
South Carolina Republic National Dist. Co. of South Carolina 470 485 thar pomt‘one of his bars was
Maryland Republic National Dist. Co. of Maryland 460 470 already doing up to 10 cases of
Louisiana Republic National Dist. Co. of Louisiana 430 440 Wh.lte “Claw on a given night.
Indiana Republic National Dist. Co. of Indiana 395 435 I Sa“!’ We ha:ze to ﬁnd. away
Washington Young’s Market Co. of Washington' 450 350 tosp l.k? them.” So we. did that
Virginia Republic National Dist. Co. of Virginia 310 320 and it’s been effective, and
Arizona Young’s Market Co. Southwest' 280 290 ygu fe seeing White Claw cock-
Kentucky Republic National Dist. Co. of Kentucky 235 260 tails all over now.

Oklahoma Republic National Dist. Co. of Oklahoma3 155 230 L .
New Mexico Republic National Dist. Co. of New Mexico 185 200 p“rzy: The wine 1ndustry I_S g0-
Nebraska Republic National Dist. Co. of Nebraska 170 180 ng t.o have some,tough tmes
Washington, D.C.  Republic National Dist. Co. of Washington 165 165 comu‘lg up- Theres overs'upf')ly,
Hawaii Young’s Market Co. of Hawail' 110 120 and direct-to-consumer is kind
Oregon Young’s Market Co. of Oregon’ 150 15 Ofﬂattenu_lg O}lt‘ Theres some
Alaska K&L Wine & Spirits' 75 80 12,000 wineries in the U.S.,
South Dakota Republic National Dist. Co. of South Dakota 70 75 and two-thirds to three-quar-

60 60 ters of them are below 5,000

55 60 cases. | say to them that to sur-
$11145  $11,835 vive they need to get started on
their three-tier journey, getting
their brands to market and
building the relationships that
will take them into the future.

We can help them do that. B
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Category Update

Rum Players See Innovation And Premiumization
Beginning To Ignite A Renaissance For Category

RUM VOLUMES HAVE BEEN IN GRADUAL DECLINE IN THE
United States since 2011, falling 0.5% from 22.6 million
cases in 2018 to just under 22.5 million cases in 2019, ac-
cording to ImrACT DaTaBANK. But globally the top 10 brands
rose 1.9% to 47.1 million cases last year, and have been ad-
vancing steadily since 2015. In 2019, No.-1 brand Bacardi
advanced 4% to 17.8 million cases globally and by 1.1% to
6.4 million cases in the U.S. Meanwhile, No.-2 player Cap-
tain Morgan grew 1.8% to 12.1 million cases worldwide,
but fell 3% to less than 5.5 million cases in the United States.
Rounding out the top five brands in the United States are
Malibu (+3% to nearly 2.2 million cases), Admiral Nelson’s
(+1% to 982,000 cases) and Cruzan (-1.7% to 843,000
cases). Globally, No.-3 rum Havana Club dropped 0.6% to
4.6 million cases, followed respectively by Malibu (+3% to
3.8 million cases) and Brugal (+1.5% to 2.9 million cases).

While Bacardi has ceded share in the U.S. market in the
last 15 years, shrinking from 41.7% in 2004 to 28.6% in
2019, the brand is currently on an upswing. “If you look

back two years, we've been steadily gaining share both in the
United States and globally,” says Ned Duggan, senior vice
president of Bacardi. “We're very pleased with Bacardi’s mar-
ket share gains in the last 18 months.” Duggan attributes
that growth to the brand’s aggressive focus on recruiting LDA
to 25-year-old consumers, as well as innovation in flavors,
premium rums, and the ready-to-serve and ready-to-drink
segments. As part of its overarching “Do What Moves You”
strategy, Bacardi unveiled its “Pass the Beat” campaign in
June 2019 with a Spanish-language song and video called
“Make It Hot” from dance music duo Major Lazer and Bra-
zilian singer Anitta. “Consumers have responded very posi-
tively to that campaign,” Duggan notes. “We also really
tightened our music platform “The Sound of Rum’ with ac-
tivation around music festivals, which is a trend that we see
continuing both in the U.S. and around the world.”

On the innovation side, Bacardi is targeting the premium
sector with its Bacardi Anejo Cuatro and Bacardi Gran
Reserva Diez offerings, as well as the upscale overhaul of its

U.S. - TOP 15 RUM BRANDS
THOUSANDS OF 9-LITER CASES
Percent
Change*
Rank  Brand? Company 2005 2010 2015 2016 2017 2018 2019 2018-2019
1 Bacardi Bacardi USA 8,740 8,093 7,061 6,792 6,536 6,370 6,442 1.1%
2 Captain Morgan Diageo North America 4,080 5,580 5,519 5,680 5,788 5,635 5,465 -3.0
3 Malibu Pernod Ricard USA 1,460 1,635 1,922 1,967 2,015 2,109 2,173 3.0
4  Admiral Nelson Heaven Hill Brands 225 675 844 851 950 972 982 1.0
5 Cruzan Beam Suntory 440 650 786 831 864 858 843 -1.7
6  Sailor Jerry William Grant & Sons USA 55 575 718 746 725 713 647 -9.3
7  Castillo Bacardi USA 1,175 958 679 589 501 484 452 -6.6
8 The Kraken Proximo Spirits - 75 360 375 389 400 410 2.5
9 Ron Diaz Prestige Beverage Group 105 179 292 292 300 300 295 -1.6
10  Ronrico Beam Suntory 515 425 314 309 285 276 255 -7.6
11 DonQ Serrallés USA 25 190 260 260 255 250 240 -4.0
12  Parrot Bay3? Sazerac Co 630 600 332 317 287 250 230 -8.0
13 Appleton Campari America 140 185 219 223 220 225 225 -
14  Calico Jack Beam Suntory 55 345 302 275 262 245 223 -9.0
15 Myers’s Sazerac Co 295 280 241 228 222 220 214 -2.5
Total Top 15 17,940 20,445 19,849 19,734 19,600 19,305 19,095 -1.1
Other Brands 3,611 3,205 3,169 3,121 3,223 3305 3,395 2.7
Total Rum* 21,550 23,650 23,018 22,855 22,823 22,610 22,490 -0.5%
"Based on unrounded data
2 Includes flavors
3 Acquired from Diageo in 2019
4 Addition of columns may not agree due to rounding. Source: Impact Databank

36 APRIL 1 & 15, 2020




8-year-old rum, Bacardi Reserva Ocho. In April, the brand
launched its rum-based RTD range, which includes Lime
& Soda, Limon & Lemonade and Rum Punch variants. In
addition, Bacardi has repackaged its line of pre-mixed cock-
tails and tweaked the formula to ensure the products are
made with natural flavors and real cane sugar. “We've seen
areal interest from consumers in convenience,” Duggan says.
“So our ready-to-serve cocktails and RTDs, where Bacardi
has traditionally played, will get renewed focus.”

Innovation is also the name of the game for Captain Mor-
gan. “We're evolving our seasonal liquid strategy and push-
ing the boundaries with new flavors,” says Christina Choi,
Diageo’s senior vice president for rum, gin, and Tequila. The
brand recently unveiled an Orange Vanilla Twist variant for
the warmer months and released a limited-edition Ginger-
bread Spiced offering last year over the holidays. “We've
sought to communicate new versatile servings that connect
with health-conscious trends and highlight key messages on
taste,” Choi says, noting increased activation on Captain
Morgan’s on-premise strategy and cultural significance. “We
believe these programs will maintain our core consumers
and broaden our fan base.”

However, Captain Morgan’s main focus has been its part-
nership with Major League Soccer, which launched in July
2019 and will run through 2022. The brand is the league’s
official spiced rum and exclusive spirits partner, and spon-
sors the Chicago Fire Soccer Club, D.C. United, New York
City FC, Philadelphia Union and Seattle Sounders FC.
“We've only just begun to scratch the surface as we enter our
first full league year as a partner, but the goal is to activate
the partnership in a complete 360 fashion,” Choi says. “We
have a combination of national scale and local presence that
gives us community relevance and depth.” The strategy is
part of Captain Morgan’s latest campaign, titled “There’s
More Fun to Be Had,” and includes retail extensions with
limited-edition custom bottles, content across TV, digital,
and social, and on-the-ground activations for fans at several
club matches.

Another spiced rum, Admiral Nelson’s, is taking a similar
tack, with an emphasis on connecting the brand with mu-
sic, sports, and entertainment. “We've spent the last couple
of years focusing on building a true brand persona for Ad-
miral Nelson’s that’s light-hearted and approachable,” says
Hannah Venhoff, group product manager at Heaven Hill
Brands. “We've established an approach in our messaging to
leverage things like humor.” The brand recently launched
the campaign “Make Life Taste Better,” which aims to bring
attention to its easy-going attitude, and has teamed up with
music platform Pandora, media company Whistle, and NFL
players Nate Burleson and Anthony “Spice” Adams.

Emphasizing Simple Mixability
Of course, innovation is also important for Admiral Nelson’s.
“We have to stay focused on wanting the right flavors and
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Source: Impact Databank

new varieties at the right time for the category,” Venhoff
says, pointing to the addition of Cherry Spiced and Pine-
apple variants to the brand’s portfolio, as well as the organic
growth of offerings like Spiced 101. This summer, Admiral
Nelson’s is highlighting the rum’s mixability with spiked
seltzer in a cocktail called the No Cola Cuba Libre, which
combines the brand’s Spiced expression with lime hard
seltzer. “At less than 200 calories, the drink hits on where
consumers are today in terms of consumption trends, and
were pushing it in the off-premise, as well as beyond,”
Venhoff notes.

Malibu, meanwhile, is amping up the party angle with its
“digital-first” approach and summer programming that in-
cludes “The Malibu Games,” a competition series involving
internet influencers. “This strategy ensures that the brand is
front of mind with young adults,” says Malibu brand direc-
tor Troy Gorezyca. “As a result, Malibu was the most talked
about rum brand in the summer of 2019.” The clicks and
hashtags seem to be translating into sales, as Malibu is the
No.-3 rum brand in the U.S. and No.-4 worldwide, with
steady growth over the last five years. Malibu is also focus-
ing on its flavors, such as the recently launched Strawberry
variant that encourages consumers to make easy cocktails
like a Strawberry Daiquiri or mix it with soda. In addition,
the brand expanded into the RTD segment with its sparkling
malt-based Malibu Splash range, which launched in Febru-
ary with Strawberry, Lime, Passion Fruit, and Pineapple
expressions. “We're focused on giving consumers a fun
summer full of daytime drinking occasions and products
that deliver those experiences,” Gorczyca says.

Appleton Estate is another premium-priced rum brand
that’s making a push in the U.S. and ranks fifth among pre-
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U.S.—LEADING PREMIUM-PRICED RUM BRANDS'

THOUSANDS OF 9-LITER CASE DEPLETIONS

Growth Percent
Rate? Change?®

Total Leading Brands®

" Between $15 and $25 a 750-ml.

2 Average annual compound growth rate

% Based on unrounded data

4 Includes flavors

5 Addition of columns may not agree due to rounding.

Brand* Importer Origin 2014 2015 2016 2017 2018 2019 °14-19 ’18-19
Captain Morgan Diageo North America U.S. Virgin Islands 5,705 5,519 5,680 5,788 5,635 5,465 -0.9% -3.0%
Malibu Pernod Ricard USA Barbados 1,833 1,922 1,967 2,015 2,109 2,173 3.5 3.0
Sailor Jerry William Grant & Sons USA Trinidad & Tobago 752 718 746 725 713 647 -3.0 -9.3
The Kraken Proximo Spirits Trinidad & Tobago 320 360 375 389 400 410 5.1 2.5
Appleton Campari America Jamaica 205 219 223 220 225 225 1.9 0.2
Myers’s Sazerac Co Jamaica 244 241 228 222 220 214 -2.6 -2.5
Blue Chair Bay Fishbowl Spirits Barbados 54 70 81 137 161 180 27.2 11.6

9,114 9,048 9,300 9,496 9,462 9,314 0.4% -1.6%

Source: Impact Databank

U.S.—LEADING SUPER-PREMIUM

RUM BRANDS*
THOUSANDS OF 9-LITER CASE DEPLETIONS
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Plantation Ron Pusser’s Diplomatico Brinlgy Kirk &
Zacapa Goll Sweeney

*At least $25 a 750-ml.
Source: Impact Databank

mium brands behind Captain Morgan, Malibu, Sailor Jerry
and The Kraken. The rum advanced 0.2% to 225,000 cases
in 2019, according to IMpacT DATABANK, and is among the
top 15 rum brands in the United States and in the top 10
worldwide. “The growth at the high-end of the category
can't be ignored, and were making big moves this year to
make a sizeable impact with Appleton Estate, which will
continue to drive the premiumization of the rum category,”
says Sean Yelle, category director of dark spirits for Campari
America. Along those lines, Appleton Estate announced a
global relaunch in March that emphasizes the brand’s Jamai-
can heritage and 250-year history, with redesigned packag-

ing for its 12-year-old and 21-year-old expressions, as well
as a new premium offering, the Reserve 8-year-old rum. The
relaunch aims to tap into three consumer trends, including
a desire to expand their brown spirits repertoire beyond whis-
kies and Cognac, the willingness to upgrade to classic rum
cocktails like the Daiquiri, Junglebird, Jamaican Mule and
tiki-style drinks, and the translation of these on-premise oc-
casions to home consumption. In addition, Appleton Estate
aims to emphasize the rum’s “fun factor” by partnering with
experiential events like the Everyday People daytime parties
in New York City and Miami.

Among other premium rum brands in the U.S., Sailor
Jerry has dipped the past few years after strong run, while
The Kraken has topped 400,000 cases but slowed to a 2.5%
growth rate last year.

Super-Premium Shows Promise

The super-premium segment also offers the opportunity for
growth by appealing to the brown spirits consumer. Edring-
ton’s Brugal brand is the No.-5 rum worldwide and rose
1.5% to 2.9 million cases globally last year, according to Im-
PACT DataBaNK. That number is impressive for a rum with
a price tag over $25. The brand is focusing on its 1888 ex-
pression, which is aged first in ex-Bourbon barrels and then
finished in Sherry casks. “Brugal 1888 is very cocktail
friendly, and the trade loves it,” says Valerie Marks, brand
manager for Brugal rum and Partida Tequila. “Not only can
it be sipped neat, but we try to go after those nearly neat
cocktails so that the flavor of the rum can truly shine
through.” She suggests using 1888 instead of Bourbon in an
Old Fashioned or simply pouring the rum over a sphere of
frozen coconut water. “Everyone’s been waiting for the rum
explosion to happen, and we want to be the leaders in driv-
ing that education and the overall premiumization of rum,”
Marks says.
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RUM - TOP 10 PREMIUM BRANDS WORLDWIDE
MILLIONS OF 9-LITER CASES
Growth Percent
Rate? Change*
Rank  Brand* Company 2014 2015 2016 2017 2018 2019 '14-’19 ’18-'19
1 Bacardi Bacardi Ltd 182 174 172 168 17.1 17.8 -0.4% 4.0%
2 Captain Morgan Diageo 104 104 108 11.7 119 121 29 1.8
3 Havana Club Pernod Ricard 4.0 4.0 4.2 4.4 4.6 4.6 2.8 -0.6
4  Malibu Pernod Ricard 3.4 3.4 3.6 3.7 3.7 3.8 2.0 3.0
5 Brugal Brugal & Co C por A 3.2 2.8 2.6 2.6 2.8 2.9 -2.4 1.5
(Edrington)
Total Top 5 39.3 381 383 393 401 411 0.9 25
6  Ron Barceld Barcel6 Export Import SRL 2.2 2.0 2.1 2.2 2.2 2.1 -1.4 -7.0
7 Appleton Campari Group 1.2 1.3 1.2 1.2 1.1 1.1 -2.2 -2.7
8 Negrita La Martiniquaise - 1.0 1.0 1.0 1.0 1.0 1.0 0.8 3.0
Bardinet Group
9 Sailor Jerry William Grant & Sons 1.0 1.0 1.0 1.0 1.0 0.9 -0.9 -4.3
Distillers Ltd
10 The Kraken Grupo Cuervo 0.4 0.6 0.7 0.7 0.8 0.9 14.3 8.0
Total Top 102 45.2 439 443 454 46.2 471 0.8% 1.9%
"Includes flavors
2 Addition of columns may not agree due to rounding.
3 Average annual compound growth rate
4 Based on unrounded data Source: Impact Databank
Plantation rum has been driving gains in the super-pre-
mium category in the United States. The brand neared RUM CONSUMPTION
100,000 cases in the U.S. in 2019, according to ImpacT Da- IN THE U.S.—2004-2019
TABANK, and Maison Ferrand vice president Guillaume Lamy MILLIONS OF 9-LITER CASE DEPLETIONS
attributes the growth to both trade and consumer education, 25

as well as the brand’s distributor and retail partners. “The
rum is doing well both on- and off-premise because we have
stores that are willing to put cases of Plantation on the floor
and they’re selling fast,” Lamy notes. “People are ready to
buy more intricate products in the rum category and our
biggest growth now is actually coming from retail.” He adds
that Plantation Xaymaca Special Dry Jamaican blend, which
launched nearly two years ago, is critically acclaimed. This
year, the brand is rolling out two expressions from South
Pacific Distilleries: a 2005 vintage rum and the Isle of Fiji
signature blend, which is aged first in Bourbon casks and
then matured for a second time in oak casks in France. Lamy
hopes that this commitment to quality and innovation means
more growth for the brand. “We project that we will reach
150,000 cases in the next three years,” he says. “If we keep
getting the same support from our distributors and retailer
partners, we should be able to make it. The good news is we
have all the production tools available to get there without
affecting the quality, and that’s super important.”

Other brands on the rise in the super-premium segment
include Pusser’s, part of the Shaw-Ross International
Importers portfolio, Diageo-imported Ron Zacapa, and
Diplomatico, which is now part of E.&]J. Gallo’s import
range. William Grant is also present with Flor de Cana.
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With consumer interest in higher-end offerings and spir-
its that provide a variety of drinking experiences, the rum
category is poised for a comeback. “I think we’re in the
midst of sort of a rum renaissance,” Duggan says. “People
are giving the category a second look after a long time.”

—Amber Drea
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NEWS Rounduf

Management Moves

NEW JERSEY DISTRIBUTOR FEDWAY
Associates has named John Devin as
president of sales and marketing, effec-
tive April 20. Fedway’s current presi-
dent, Neil Barnett, is retiring after 41
years with the company, though he will
continue in an advisory capacity. Devin
joins from Empire Merchants, where
has been president and CEO since 2016
after holding a variety of senior roles
over an 18-year tenure. He also previ-
ously held roles at Schieffelin & Som-
erset and Brown-Forman. Fedway
Associates had revenues of $930 million
last year.

*New York distribution giant Empire
Merchants has named industry veteran
Eric Pfeil as president and CEO, effec-
tive April 1. Pfeil will lead both Em-
pire’s metro and upstate New York
businesses. He replaces John Devin,
who has served as chief executive since
2016. Pfeil was most recently executive
vice president at Breakthru Beverage
Florida, where he served for 16 years in
a variety of leadership roles. His exten-
sive industry career also includes time
with Johnson Brothers, Republic Bev-
erage, and E.&]. Gallo.

*Beniamino Garofalo has been named
CEO of Santa Margherita Gruppo
Vinicolo. A veteran of LVMH, Pep-
siCo, and other multinationals, Garo-
falo was most recently general manager
at Lunelli Group, known for its name-
sake wine brand as well as the Ferrari
label. In his new role he'll look to con-
tinue expanding the Santa Margherita
group’s business, which in addition to
its flagship brand includes Torresella,
Kettmeir, Ca’ del Bosco, Ca Maiol, La-
mole di Lamole, Vistarenni, Sassoregale,
Terrelfade, and Cantina Mesa and has
annual turnover of €189 million
($216m).

*Wilson Daniels and Wilson Daniels
Wholesale, part of the Underwood fam-
ily’s Young’s Holdings, has appointed
two new senior vice presidents. Benjy
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Kirschner, previously vice president of
sales, is being promoted to senior vice
president after helping drive the
company’s East Coast wholesale reve-
nues to more than $50 million last year.
Kevin Murphy is also being promoted
to senior vice president from his previ-
ous role of vice president of operations.
Murphy oversees both national import
and wholesale operations at Wilson
Daniels. Both Kirschner and Murphy
joined the company in 2015 and report
to president Rocco Lombardo.

*Moét Hennessy has appointed Jens-
Peter Gardthausen as international
commercial director for Belvedere
Vodka. Gardthausen will lead the
brand’s global commercial strategy and
report to Belvedere CEO Rodney Wil-
liams. Gardthausen brings decades of
experience to his new role, having
served with Moét Hennessy since 1995.
Most recently, he was managing direc-
tor of Moét Hennessy Germany.
*Calistoga, California-based Larkmead
Vineyards has named Jay James vice
president and general manager, effec-
tive immediately. James comes to Lark-
mead from Chappellet Winery, where
he served as director of sales for seven
years. In his new role, James will over-
see Larkmead’s wholesale management,
trade and consumer marketing, and
staff development, among other initia-
tives. The Larkmead portfolio is fo-
cused on high-end expressions of estate-
grown Cabernet Sauvignon.

*Novato, California-based WX Brands
has named Jeft Ngo as senior vice presi-
dent of marketing. Ngo will lead the
company’s marketing and direct-to-
consumer efforts for its portfolio of na-
tionally distributed wine brands, which
include Bread & Butter, Jelly Jar, and
Reckless Love, among others. Ngo joins
WX Brands following a seven-year ten-
ure at Jackson Family Wines, where he
was most recently vice president of
marketing.
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*BACARDI-OWNED CAZADORES HAS
added an Afejo Cristalino to its
lineup. The new entry ages for over
two years in small oak barrels and is
then filtered through activated char-
coal and stripped of its coloring while
maintaining its oak-aged profile. Re-
tailing at $40 a 750-ml., Cazadores
Anejo Cristalino is rolling out to se-
lect retailers nationally. Cazadores
recently earned Impact “Hot Brand”
honors after jumping 13.6% to
492,000 cases in the U.S. last year,
according to ImpacT DATABANK.

*PERNOD RICARD HAS INVESTED IN
Italicus, an Italian bergamot-flavored
liqueur. Terms were not disclosed.
The 20% abv aperitivo was created
in 2016 and is a resurrection of an
historic Italian spirit called Rosolio,
which is made with rose petals and
other botanicals. According to creator
Giuseppe Gallo, Italicus is based on
a 19th-century recipe. Gallo will re-
main as Italicuss CEO and will lead
the brand’s expansion with the assis-
tance of Pernod Ricard’s global net-
work. Italicus’ previous corporate
backer, De Kuyper Royal Distillers,
has sold its shares in the liqueur con-
current with Pernod’s investment.

*CHAMPAGNE HOUSE MAISON LOUIS
Roederer has purchased Diamond
Creek, one of Napa Valley’s legend-
ary boutique Cabernet Sauvignon pi-
oneers. It’s the second recent high-
profile California acquisition for
Roederer, which purchased Sonoma
Pinot Noir and Sauvignon Blanc star
Merry Edwards in May 2019. The
deal includes the 80-acre property,
winery, and brand. The purchase
price wasn’t disclosed. Roederer,
owned by the Rouzaud family, is no
stranger to Cabernet Sauvignon, as it
also has a presence in Bordeaux.
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