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Premium potential

OSIGNIFICANT growth opportunities
in Eastern Europe and Asia-Pacific
have given a welcome boost to grape
brandy exporters. In both srenms, the
volume potential for brandies is unde-
niabkle, but these markets are bringing
another boon to thelr business - the
chance for upmarket range extensions.

In traditional Cognac strongholds,
such moves nre not easy, and the basic
I=itar brandies remain accepted as the
entry products in these markets.
However this is not the case in develop-
ing markets;, and while Cogniac’s posi-
tion at the top of the brandy tree is not
in questlon, top quality and special pre-
sentation brandies are beginning to gain
ready acceptance with consumers.

These top notch brandies - though
cheaper than comparable Cognacs - are
still expensive In their own right, sug-
gesting that consumers in developing
markets are prepared to buy premiom
brandies for reasons of perceived prod-
uct quality and prestige, without being
put off by the fact that they are not
Cognacs.

ID'Y*s experience with Metaxa, thelr
Lreek brandy now being pushed heavily
in Eastern Europe; is a case to AL,
Metaxa has recorded significant valume
growth in the region, fecusing primarily
on the former Soviet Union, and the
growih has by no means been restricted
o the 3-star category.

I fact, Metaxa 5-5tar and T=5tar,
which sells in dallar shops at more than
US520, sell just as well as 3-Scar at
USE7, and even their ultra-premium
Centenary brand has galned a foothald,
mostly in restaurants. “We thought
that ¥-star would give us a value-for=
moeney eatry into the marker, but we
have been surprised by the demand for
products that compared with disposable
income are ineredibly expensive,” sald
John Davidson, marker directar at
Metaxa International.

Ar USS100-plus & baule, Centenary Is
still cheaper than top Cognacs, bat the
fact that consumers are willing to pay so
much for a Metaza product Indicates
the brand has real quality connotations
aof its own,

Metaxa's research bears this out and
certainly gives fooad for thought. “We
believe there Is more opportunity for
marketdng premium image non-Cognoc
brandies,” Davidson sald. “We did
research carlier this vear and what
came back from it was the positive reasc=
ton to Metaxa as a brand of very clearly
percebved quality, aot necessarily com-
pared with Cognac.™

In Asia-Pacific markeis, Cognac

| by western consumer culture,

stnkes, and the conventional view pre-
vails, that for the luxury or gilt pur=
chase hrandy will simply not measure
up, wnd the statistics bear this out. This
is underlined in China, a burgeoning
drinks market, where Cognac outsells
brandy by six ta one, even though it s
far more exXpensive.

As in all emerging markets, there will
always be those who prefer 1o buy
Cognac, and in China these tend 1o
be the ex-pats ar the very rich locals,
who have become most influeneed
Some
may call this “snob appeal®™, bur looking
at it more objectively, Tor these con=
sumers, all the merits of Cognac - in
terms of gquality and luxary image - are
lirmly entrenched.

However in these same markets,
Cognac's cachet may not be so deeply
implanted among the wider section af
younger aspiring
consumers, and these
are the ideal targets
for premium image
brandies, or line
extensions, as well as
the basic gualities.
As Davidson pointed
out, for these con=
sumers with fewer
pre-cancelived
motions abouot quality
and kudos, the cen-
tral issue of taste
becomes even maore
crivical.

Meiaxa's experl-
ence in Russia cer-
talnly supports this
and if the same s
true of China, the

considerable. In the long term,; if
imported brandy/Cognac consumption
really takes off there - a population of
1.2 billion = it would be impossible for
Cognac 1o continue 1o outsell ordinary

Himited. Admixes will claim a share of
the market, but impoarted brandies will
be the maln bencliciarics,

Not surprisingly Cognac producers
have taken this into sccount, and in the
Asia=-Pacific region, it is French
Cognac-to-brandy companies, such as
LYMH/Raynal and Cognac (autier,
who have made the early running in the
brandy market.

Strategically, these companies see
their brondics as o means o gnin access
to lower price points; and the volame
market. But in developing markets,
they are incrensingly secing a presence

without question dominates the image | for their brandies per se;, and once

& luxury afening from Unexpa
implications for the brandy business are

agaln the luxury offerings are included
in their plans.

While Ganter see their brandies alii-
mately as supporting thelr Cognacs,
bhrandy ls plaving an Imcreasingly
important role, and raising the image of
their brandics §s becoming more of &

| prioeivy.

In keeping with this, they are launch-
ing premium line extensions, targeted
primarily at developing markets in the
Far East such as Talwan and China.
Cortel Extra is a completely new
launch, in a gold decanter, while addi-
tional bottle sizes have been introduced
for their Dumas X0,

Another company clearly convinced
of the viability of top notch non-Cognac
brandies im the Asla Pacific region
are Unexpa, the Paris=based group
owned by Denis Charpentier who
market a range of wines, Cognacs and
most recently brandies in the region.

A& aelf-styled niche operator,
Charpentier’s strategy is based on pro=
ducing vop quality preducts in elegnni
packaging, with price
positioning vo maich,
for which ordinary
grape brandy ls ldeal.
Onece agaln, the
brandles are viewed as
complementary to the
Cognacs, but this does
not preclude the mar-
keting of high=value
prestige items.

Last year the compa-
ny launched Robert
Loston XO brandy
which has performed
well in Japan, China,
Viectnam and Taiwan,
achieving sales aof
10,000 cases in the first
vemr. Encouraged by
this success, Unexpa
have now added Robert Losion Extra 1o
the range which is forecast to sell &000
b 10,00 cases in year one.

While considerahly less expensive
than most Cognacs, these premium

| brandies are far from cheap. Robert
brandy at six to one, &s (13 production is |

Lostan XO s the cheapest in their
hrandy'Cognac range, and still comes
in at a hefiy NT51,280 in Taiwan,
while Robert Loston Extra is posi-
tioned at NT5%1,980, 15% more expen-
sive than their VSO Cognac.

Te an extent the honed
brandy{Cognac strategy has altered
the Cognac playing field. For while
the upper price bands may always
be the reserve of fine Cognac, in
developing markets there are signs
that Cognacs may have to contest
the middle ground, rather than
expecting it by right = and contest it
rather more aggressively than they
had expected. |
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