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With consumption falling in many European countries, and despite a government crackdown
on excess, China is not only storming up the table of wine-loving nations, but increasingly a
producer in its own right. FREFFZEBMNBIRIEERENMEEE T8 RREFTEEMERSZ BHET™ME—
BEAEEHEEAR BEREACNIEZRHAAEEHLEEE By RobinLynam
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Until 1978 and the introduction of Paramount Leader Deng Xiaoping's
open-door policy in China, most Western-style grape wine consumed in
the country was drunk by foreign diplomats in embassies. No longer. China,
including Hong Kong, is now the fifth-largest market in the world for wine -
just after Germany and immediately ahead of the United Kingdom. It has
also emerged as a major producer.

“A lot of wineries have started in China in the last 10 years or so,” says Judy
Chan, president of Grace Vineyard, one of the most successful of the
quality-focused Chinese producers. Headquartered in Shanxi province,
the winery also has vineyards in nearby Ningxia Autonomous Region.
“In the earlier days people wanted to go for size, but currently in Ningxia
there’s a preference for boutique or garage wineries.”

Most of the wine made in China is also drunk there, and at a time when
consumption is dropping in many countries, producers regard the
potentially vast market as a beacon of hope. According to research
carried out for wine trade-fair organiser Vinexpo by the IWSR (a leading
global analyst in the alcoholic beverage market), between 2010 and 2014
consumption of wine in China rose by 21.4 per cent. Among other markets
in the current top five during the same period, demand rose by 9.4 per
cent in the United States but fell by 3.8 per cent in France, 7.7 per cent in
Italy and 3.9 per centin Germany. It also dropped by 5.6 per cent in the UK.
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One reason for this pattern of decline is the perception that excessive
consumption of alcoholis a healthrisk. In China, however, red wine has largely
been seen as a health positive. Thanks for this must partly go to Li Peng, who
was premier of the People’s Republic in 1996, when he toasted the National
People’s Congress with red wine and proclaimed, “Drinking fruit wines is
helpful to our health, does not waste grain and is good for social ethics.”

Meanwhile, although quality red wine — especially Bordeaux - is a status
symbol in China (and the wealthy there drove up prices internationally),
expensive wine is now an indulgence to be avoided, a result of the
crackdown on corruption and conspicuous consumption that has caused
demand for top-dollar wines to drop sharply. “Premium-wine buying has
stopped already,” says Thomas Yip, a veteran wine importer in Asia. “You
can't give expensive wine to anybody. You can't even go to expensive
private clubs and drink it.”

Yip played a major role in China’s obsession with Bordeaux. He began
promoting the region on the mainland in the early 1980s, when buying
wines for the Jianguo Hotel in Beijing, then managed by Hong Kong's
Peninsula Group, and went on to form his own Hong Kong-based company,
Topsy Trading, in 1983. There were good reasons why he chose Bordeaux
over, say, Burgundy, the Rhone, Spain or Italy. Wine is a complex subject,
and the Bordeaux classification system provided an assurance of quality
that was easy for wine novices to grasp. The main reason, however, is that
they were the wines he wanted to drink.

“It's a passion. | love Bordeaux wines. They have their own charm and every
year is different,” says Yip, who currently holds one of the largest reserves
of fine wine in the world. “Even today, we always hold at least 1.5 million
bottles in our warehouses.”

Business, however, is not what it was, and Yip states frankly that he believes
itis unlikely to recover. “It looks like a growing market and that there should
be huge demand. Onthe other hand, it's so difficult,” he says. “Over the last
three years, rich people in China have purchased more than 100 Bordeaux
chateaux. If one chateau produces, say, 20,000 cases, that's two million
cases of wine, and they’re going to bring it to China and give it away to
friends. People have no incentive to purchase.”

That may be true of the fine-wine end of the market, but Hong Kong-based
wine consultant Debra Meiburg MW points out that for exporters of less
extravagantly priced bottles there are still many opportunities. “Last year
saw around a 50 per cent increase in the imports of Australian bottled
wine to China, with high-quality, mid-range bottled wines experiencing
considerable growth. Classic labels like Penfolds are managing to fill the gap
in demand for quality, but without the hefty price tags of Bordeaux,” she says.

Australia is not the only beneficiary of changing market circumstances. In
2015, both Spain and Chile achieved double-digit growth in their exports
of bottled wine to China. Interest in Burgundy and Italy is also growing. Red
wine - and it is still mostly red that China drinks — doesn’t have to come
from Bordeaux anymore.
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Grace Vineyard produces two of the few Chinese wines to have achieved
critical acclaim internationally: its flagship Deep Blue and a grand vin called
Chairman’s Reserve. Both are available in many five-star hotels in China, and
in outlets in Singapore, Japan and the UK, but the winery is also focused on
producing affordable, easy-drinking wines such as its People’s series, and
pioneering a wider range of grape varieties under its Tasya's Reserve label.

“One of our goals is to discover what to plant and where to plant,” Chan
says. “Tasya’s is a result of an experiment. Last year we launched Aglianico,
Marselan and Shiraz. | think now the direction is to produce wine locally in
China that has its own character.”

The IWSR forecasts growth of only 3.8 per cent between 2015 and 2019.
However, the market is still growing, and Chan believes a culture of wine
appreciation is spreading. As for China’s development as an exporter of
wine, she thinks a little patience will be required.

“It will take more than 10 years,” Chan says. “Chinese wine doesn't exist in
a vacuum. It exists in the context of China. The overall image of China will
affect the wine category as well.” &
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