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Retirements bring change
NEW LEADERS are taking the helm of
Murray Valley Winegrowers following
the retirements of chair Brian Englefield
and Executive Officer Mike Stone.
Both informed a meeting of the MVW
Management Committee on April 4 that
they were retiring from their roles. However,
both had signalled their intention to step
down and planning for their departures was
well underway.
While Brian will remain a member of the
MVW Management Committee until the
AGM in November, his decision to step down
as chair will give him more time to devote
to other interests, such as fund raising
for the Royal Flying Doctor Service and
volunteering for Rotary projects through his
membership of the Robinvale club.

The Management Committee also elected
Peter to succeed Brian as chair.
“I’ve had a long involvement in the
horticulture sector, in areas of both
policy and production, and feel that my
experience will assist MVW in providing
advocacy services to the 300-plus
winegrape growers of the Murray-Darling
and Swan Hill regions,” Peter said.

MVW Chair Peter Crisp

vintage, I’ve experienced the highs and
lows. Fortunately, there have been more
highs,” Brian said.
“I’ve also devoted a fair bit of time to the
agribusiness side of the winegrape industry.
Getting involved results in more demands
on your time, but you learn more about how
the industry functions. You also can play a
role in presenting a regional perspective on
issues that affect the viability of growers,
and along the way meet some interesting
people.”

Crisp appointment
Former MVW chair Brian Englefield

Long involvement
Brian’s association with the winegrape
industry extends over a much greater
period than his six-year stint as MVW chair.
He operated a large winegrape property
at Wemen for more than 40 years, selling
the vineyard in 2017. During this period he
served as a director of the Grape and Wine
Research and Development Corporation
(now Wine Australia), and chair of the
Victorian and Murray Valley Wine Grape
Growers Council. He also served a term
on the board of the Mallee Catchment
Management Authority.
“Since planting my first vines in 1974,
I’ve had a ringside seat as the industry
developed. Like all growers of a certain

Following
Brian’s
retirement,
the
management committee approved the
appointment to its ranks of the former
Member for Mildura, Peter Crisp. As well
as serving in the Victorian Parliament for
12 years, Peter is a former winegrape and
citrus grower, chair of Sunraysia Citrus
Growers and member of the Victorian
Farmers Federation Horticultural Council.

Paul Derrico and Mike Stone

“In particular, I’ve had a long association
with the issues arising from irrigation
water management, the consequences of
drought and reduced water allocations,
biosecurity and quarantine, and grower
viability.”

New EO for MVW
Mike Stone retired from MVW on June 7.
The search for his replacement started
in early April, culminating a month later
with the appointment of Paul Derrico. He
is well-known in the winegrape sector
having served as the inaugural CEO of the
growers’ owned Vintage Traders Australia
for eight years. For the past four years
he has held the positions of Operations
Manager and Financial Controller for
Nangiloc Colignan Farms.
With Paul as Executive Officer, growers
can expect MVW to continue to provide a
voice on a range of issues that impact on
profitability and vineyard management.
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Variable vintage
VINTAGE 2019 will be remembered for
several blistering heat events, high water
costs, big baumé, reduced berry weight,
harvest bottlenecks and better prices.
Yields varied considerably, but overall MVW
believes the Murray-Darling and Swan Hill
regions may be down on last year by around
10 percent. Australia-wide, the industry also
expects a reduced harvest, with predictions
of 1.65 million tonnes compared with last
year’s national crush of 1.79 million tonnes.
The heat caused some stress to vines,
particularly if soil profiles lacked moisture
over the winter/spring period. On the plus
side, vines largely escaped mildew diseases.
Demand for most varieties was strong,
especially for Shiraz and Cabernet. Only
a few years ago, the Wine Grapes for Sale
Register operated by MVW had listings for
around 20,000 tonnes. This season, 3,700
tonnes were recorded. None remained at
season’s end. Throughout the season, MVW
took calls from 13 wineries looking for more
fruit, mainly Shiraz, Cabernet and Merlot,
but also Chardonnay, Gordo, Pinot Gris and
Sauvignon Blanc.
With demand outstripping supply, fostering
greater competition between wineries for
grapes, price disputes this year were not as
prevalent as they were in the 2017 and 2018
vintages.

Prices up
Strongest demand resided with the reds.
Expect to see Shiraz, Cabernet and Merlot
all above $600/tonne when the Wine Grape
Crush Survey report for the Murray-Darling
and Swan Hill regions is published later
this year. The mainstream white varieties
made modest gains in price, even though
demand appeared stronger for additional
Chardonnay and Gordo. The price reports
received by MVW during the season would
suggest average prices for Chardonnay of
around $360/tonne and Gordo $260/tonne.
Of course, many growers received more but
to what extent those higher prices impact
on the averages remains to be seen.
As for 2020, scarcity of water will mean that
grape prices will have to rise to compensate.
The price of temporary water this season
rose to around $500 ML while 100 percent of
high-security allocations were maintained
for the Murray system in both Victoria and
New South Wales. It could be a totally
different scenario next vintage if forecasts
of little or no decent rainfall over the crucial
winter/spring period are correct.
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More in than out
THE 2018 database survey, completed
in the last quarter of last year, revealed a
turnaround in vine removals in the MurrayDarling and Swan Hill regions. For the first
time in three years, plantings exceeded
removals by 57 hectares. Of the 135
hectares of new plantings in 2018, Shiraz
(39 ha) topped the list, followed by Cabernet
Sauvignon (34); Sauvignon Blanc (19) and
Pinot Gris (19). Chardonnay was the variety
most removed, losing 20 hectares. Net
removals in 2016 and 2017 totalled 1,356
hectares.
The annual database survey conducted
by MVW does not include winery-owned
vineyards, or those owned by corporate
interests to produce wine for their own
brands.

Irrigated horticulture
crop report
The 2018 edition of the Mallee Horticulture
Crop report was issued in late March.
Compiled by SunRISE Mapping & Research
for the Mallee Catchment Management
Authority, the report examines changes in
irrigated horticulture since the first report
was compiled in 1997. It’s updated every
three years for the irrigation districts of
Nyah, Robinvale, Merbein, Mildura and
Red Cliffs, covering an area stretching
from Woorineen South to the SA border.
It includes properties irrigated by private
diverters. However, there is no data from the
NSW portion of the Murray-Darling/Swan
Hill regions.

Major findings
Almonds are now the dominant crop (30
percent of irrigable area) followed by
table grapes (11 percent). Wine grapes
are ranked third (10 percent), whereas
between 1997 and 2006 they were the
dominant crop. Almonds have expanded
from 1,745ha in 1997 to 22,740ha, an
increase of 1,303 percent.
Over the past 20 years, there has been a
net reduction in winegrape plantings of
1,915ha, falling from 9,965ha in 1997 to
8,050ha in 2018. Wine grapes remain the
dominant crop in just Nyah and Red Cliffs.
From 1997 to 2018, the irrigable area has
doubled from 40,325ha to 81,150ha. Sixtyeight percent (55,470ha) are permanent
plantings. Of these, 79 percent are in the
hands of private diverters, compared with
57 percent in 1997. Over the same period,
the average property size in the irrigable
area has increased from 16ha to 42ha.
The Mallee CMA funds the triennial report
as part of its monitoring and evaluation of
the Mallee Land and Water Management
Plan; to plan for future irrigation
modernisation programs; to analyse and
model salinity impacts; and to optimise
the productive capacity of the region,
while minimising any adverse impacts on
the natural and cultural landscape.

JUNE 2019

Forum reports
THIS edition of MVW News & Views
includes coverage of the 2019 MVW
Information Forum, which was held
in Mildura on May 9. A record crowd
heard from five speakers in the morning
session. In the afternoon, the Australian
Wine Research Institute presented a
viticulture seminar.
All presentations can be found at www.
mvwi.com.au. But, for summaries, read
on:

Is it really all about
China?
China’s thirst for wine imports is slowing
and competition is increasing. But Wine
Australia analyst Sandy Hathaway told
the MVW Information Forum that there
was still very strong demand in China for
Australian wine.
“There is no doubt that China has come a
long way globally; it has gone from being
the 15th largest importer of wine ten
years ago, to the fourth behind Germany,
the UK and USA,” she said.
However, the Global Trade Atlas shows
wine imports into China have declined in
the past year.
“France in particular and Spain have really
plummeted, whereas, Chile and Australia

have held up better,” Ms Hathaway said.
The atlas shows that in the year to
January 2018, China was importing about
240 million litres of wine from France.
However, by the end of January this year,
it had dropped to 160 million litres.

Global supply of wine in 2018 was likely to
exceed demand by 3.5 billion litres.

Australia’s decline in wine exports to
China was less dramatic, with the number
of litres it sent decreasing by 15 per cent
to 146 million litres in the year to March
2019, compared with the previous 12
months, while value increased by 7 per
cent. The decline was all in the price
segment below $2.50 per litre Free On
Board (FOB).

She
said
international
alcohol
consumption was flat despite population
growth and wine had declined in its
popularity, even among those who
traditionally drank wine.

As a result of large quantities of bulk wine
being imported from Chile, Australia,
which had been the second largest
exporter of wine to China dropped
to third place behind Chile last year,
although it is still second by value. France
continues to be the biggest exporter of
wine to China.

Global supply exceeds
demand
Worldwide, the supply of wine increased
significantly in 2018. Sandy Hathaway
told the forum that in 2018, global supply
rose by 13 per cent, or 3.1 billion litres. As
a result, Australia’s share of international
wine production had dropped from 6
percent in 2017 to 4 percent last year.

“To put that in context, that is about three
times Australia’s total production,” she
told the forum.

“When they are drinking, a lot of
consumers, particularly in the younger
age groups, are drinking craft beers,
mixed spirit drinks, cocktails or nonalcoholic drinks,” she said.
Cont. p4.
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Wine Australia Analyst Sandy Hathaway
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cont from p3
5 to 15 per cent next year to help cover
expected higher irrigation costs. Chair
of the Inland Wine Regions Alliance, Jim
Caddy, told the MVW forum that growers
in the Murray-Darling/Swan Hill regions
and Riverland had paid about $600 per
megalitre in a full high-security allocation
year.

However, Ms Hathaway said Australia’s
supply/demand ratio was still “quite
balanced”.
“Australian wine is in a good position, with
tight supply and strong demand,” she said.
“Winemakers are also benefitting from
favourable exchange rates, which have
improved still further in the past 12 months.
However, competition is increasing due to
the large global harvest in 2018.”

“If this is the new normal, what will the cost
be in 2019-2020?”

Editor’s note: A condensed version of
Wine Australia’s Export Report for the
year to March 2019 starts on page 13.

Outlook for meeting
water demand
High temperatures and low rainfall in
2018-19, and rising demand for irrigation
water, were driving the need for change in
managing water allocations.
The Murray Darling Basin Authority’s
Senior Director Operations Dr Joe Davis
told the MVW Information forum that the
drought was “much worse” in NSW and the
more northern parts of the Basin than in
Victoria. He said the extremely hot weather
during summer meant there was a lot of
evaporation along the river system and high
demand for irrigation water. In May, irrigators
were paying $500 to $600 per megalitre for
temporary water and the price was expected
to increase if the drought continued.
According to the Bureau of Meteorology,
between March 2018 and February, there
were big rainfall deficits across the Murray
Darling Basin.
“We have this long ongoing drought,
especially in the Darling system. In terms of
our active storage in the system, it is starting
to plummet,” he said.
Dr Davis told the forum that the Basin was in
a similar situation to 2015, when conditions
were extremely dry, but fortunately in 2016
a big rainfall event had helped alleviate the
situation.
“If we get another failed winter, we are in
trouble; at this stage the MDBA is alert,
but not alarmed. If it continues, we will be
quite alarmed and discussing very actively
drought management with our partner
governments, especially in the next year
coming.”
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Dr Joe Davis, Murray Darling Basin Authority

Turn the taps on
The MDBA aims to prevent a shortfall of
water for irrigators along the River Murray
system.
Dr Davis said that in 2018-19 water
authorities have had to “really turn the taps
on” in the southern basin to ensure supply to
irrigators in Sunraysia and the Riverland, and
maintain environmental flows. The MDBA
released water from the Hume Dam to be
transferred to Lake Victoria in September
and October last year due to the dry
conditions and lack of substantial tributary
inflows.
“We didn’t try to over-fill Lake Victoria, we
got it to the absolute minimum that we felt
was comfortable to get through summer,” he
said. However, he said water levels in Lake
Victoria fell rapidly during summer, due to
the low rainfall, heat and high demand from
irrigators. To meet this demand, a record
of more than 400 gigalitres of Inter Valley
Trade water is expected to be delivered
to the Murray from the Goulburn and
Murrumbidgee in 2018-19.
The Murray Darling Basin Ministerial Council
will be meeting on June 17, and Dr Davis told
the forum that the MDBA would be asking
the Ministers to consider whether irrigation
development along the river system should
be curtailed, or if more infrastructure should
be built to better manage the delivery of
water.

Paying the price of
water torture
It’s hoped that prices for wine grapes from
warm inland regions will increase by about

Mr Caddy said it cost about $4,200 to water
a hectare of grapes, based on $175 a tonne
and average of 24 tonnes per hectare. He
said growers needed to determine whether
the income they received for their grapes
would cover irrigation costs, or how much
it would cost to let a patch of grapes go.

Big producers
Mr Caddy calculates that 2.5 million bottles
of wine from the Murray-Darling/Swan
Hill, Riverland and Riverina regions were
bought each day by overseas consumers,
equating to $6.5 million in sales a day. He
believes there is a shortage of inland region
wine, even though the global supply of
wine had started to exceed demand.
“The world wine stock increased in 2019 as
a result of large increases in crops in most
of our competitor producer countries,
however this has not affected the prices of
Australian wine on the export market,” he
told the forum.
He said there would be less Australian wine
produced this year, estimating a crush of
about 1.6 to 1.7 million tonnes, compared
with last year’s harvest of 1.79 million
tonnes. This would be about 200,000
tonnes short of the 2017 vintage of 1.99
million tonnes.
“The result is that we are short on
production and we should see a reduction
in stocks to sales ratio.
There are not enough grapes grown in the
inland regions, however it is not a signal to
plant more, be wary,” he warned.

NT wine tax impact
Jim Caddy told the forum that an alcohol
tax introduced in the Northern Territory
was a serious concern for the Australian
wine industry.
Cont. next page
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Since October 1 last year, wine consumers
in the NT have had to pay a minimum price
of $1.30 per standard drink. This means that
a bottle of wine in the NT costs a minimum
of $10 and a wine cask costs a minimum of
around $50.
“If such a tax was introduced Australiawide, the resulting drop in consumption
could equate to 100,000 to 150,000 tonnes.
He said the Inland Wine Regions Alliance
(comprising Murray-Darling/Swan Hill,
Riverland SA, Riverina NSW) would develop
a plan to assist growers in mitigating the
impact.

She said the ACCC was looking at ways
to improve grape growers’ position when
bargaining with large winemakers over the
sale of their grapes.
“It will mean that growers will be more
confident in continuing in the industry and
in how much they want to invest in it,” Ms
Ford said.

Oversupply effects
The ACCC had observed lingering effects of
the oversupply period in the relationships
between growers and winemakers.
“We think that the oversupply exacerbated
the imbalance of bargaining power that
already existed between large winemakers
and growers, as growers were mainly
concerned about securing a buyer of their
grapes,” Gabrielle Ford said.
The ACCCs analysis of current contracts
suggests growers are still subject to
unfavourable terms and conditions from
wineries, despite the potential to leverage
improved market conditions into better
contractual terms.

Chair Inland Wine Regions Alliance Jim Caddy

ACCC seeks fairer
deal for growers
The
Australian
Competition
and
Consumer Commission is looking at
ways of improving a grower’s bargaining
position when selling grapes to wineries.
Speaking at the MVW Information
Forum, General Manager of the ACCCs
Agriculture Unit, Gabrielle Ford, said the
agency was conducting a ‘market study’
of competition and contracting in the
winegrape sector. This commenced with
an online survey of growers and wineries,
resulting in the Murray-Darling/Swan
Hill regions providing the strongest
response. According to Ms Ford, this
process had helped the ACCC to identify
the main issues of concern as competition
(lack of ), contracting practices, price
information, quality assessments and the
voluntary Australian Wine Industry Code
of Conduct.

Ms Ford said the market study indicated
there were low levels of competition
between winemakers in the inland wine
regions, where there were only a few large
wineries purchasing grapes from growers.
Of the three major regions, the MurrayDarling and Swan Hill regions appear to be
the least concentrated.

believes some clear price information is
better than none at all.
“We are considering whether price
information can be made clearer for
growers, while mitigating the risk of
wineries using the indicative pricing in a
coordinated way, so everybody gets an
equal chance to use the information for
their business decisions,” she said.

Quality questions
The ACCCs review of grower contracts
found there was considerable variation in
the ways that winemakers measure grape
quality. It also learned that winemakers
could unilaterally change key terms
including specifications, the timing of
measurements and the timing of harvest.
“We see all these things as big risks to the
bottom-line results for growers,” Ms Ford
said.
On the voluntary Code of Conduct, the
ACCCs early observations include that some
growers have benefited from the code’s
dispute resolution processes for price
disputes, but not on quality assessments.
The grower sector was also underrepresented on the Code Management
Committee.
Editor’s note: The ACCCs Market Study
Interim report was scheduled for release
in late May. At the time of going to print,
the report was unavailable.

Getting prices right
The ACCC is also looking at ways to improve
the usefulness of price information received
by growers.
Wineries which have signed-up to the
Australian Wine Industry Code of Conduct
usually release indicative prices in midDecember. Ms Ford reported that some
growers had been able to use these as a
starting point for negotiating higher prices.
On the other hand, she said indicative
prices were offered too late in the season
to make any real difference to growers’
farming decisions.
The wineries have told the ACCC they are
unable to provide reliable indicative prices
earlier in the year due to export market
uncertainty.
Ms Ford said while there have been calls
for an end to indicative pricing, the ACCC

Gabrielle Ford
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Seen at the Forum
FROM wine exports to bugs and lots in
between, the MVW Information Forum
attracted around 100 growers, winery
representatives and industry observers.
Topics included wine export performance,
winegrape supply and demand, the high
cost of water and impact on grape prices,
ACCC investigation of the winegrape sector
and the need for vigilance to keep exotic
pests out of Australian vineyards. This and
more was presented during the morning
MVW session. The afternoon program was
taken over by the Australian Wine Research
Institute for a viticulture seminar.
Presentations to the MVW Information
Forum are available at www.mvwi.com.au
where they’ll stay for some time.

Johan Engelbrecht, Ang McDonald, Jan O'Connor and Richard Oliver

Chris Nye, Terry Wright and Craig Thornton

Ian Roberts, Ken Evans and David Dawes

Frank Pedulla and Con Demis

Capacity crowd

Winery representatives Bill Rowe, Pernod, Shelley
Ray-Brennan, Kingston Estate, Rebecca Crozier, AVL
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John Ward and Rex Oswin

Gary Farnsworth, Alf Sapuppo and Russell Carey

Phillip Englefield, Paul Derrico and Brian Englefield

Brian McMillan and Peter Vandenberg

More than 60 per cent of Australia’s wine production is exported. Consequently, global trading
conditions and access to markets overseas is crucial to the on-going success of the Australian grape
and wine community.
Australian wine is faced with tariffs in various export markets. However, through Free Trade
Agreements (FTAs), some tariffs are reduced or eliminated. Australia has entered into 11 FTAs with
individual countries or groups of countries and a number of other agreements are under
negotiation.

Preferential treatment
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Figure 1: Overview of tariffs on Australian wine as at 1 January 2019

Figure 1: Overview of tariffs on Australian wine as at 1 January 2019

Australian wine faces an import tariff of
€0.13 to €0.15 per litre. Most other countries
are in the same position, except Chile and
South Africa, which have had zero tariffs on
wine since 2009 and 2012 respectively.
However, Australia has had an agreement
on wine with the EU for more than 20
years that eliminates a number of nontariff measures. This agreement continues
to facilitate the export of Australian wine
to the EU and gives Australian exporters
a significant competitive advantage.
Australia and the EU launched negotiations
for an FTA on 18 June 2018.
Australia and the UK signed an agreement
in January 2019 to facilitate the continued
trade in wine post-Brexit. EU rules provide
that the UK may not commence FTA
negotiations with third-country parties
until after Brexit.
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USA

European Union

China

Australia’s wine exports to China
accelerated after the introduction of the
China–Australia Free Trade Agreement
(ChAFTA), which entered into force in
December 2015 (Figure 2).
In 2008, 427 Australian wine exporters
shipped 15 million litres of wine valued at
$73 million to mainland China; fast forward
to 2018, 2003 Australian wine exporters
shipped 163 million litres of wine valued
at $1.03 billion to mainland China, a
growth rate of 7 per cent in volume and 22
per cent in value, compared to 2017.
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Figure 2: Australian exports to China 2008–18

ChAFTA provides Australian wine exporters with a competitive advantage over most key
competitors. As of 1 January 2019, the import tariff rate on Australian wine was eliminated 7
completely, while European Union (EU), South African and Argentinian wine producers face a 14 per
cent tariff. Chile and New Zealand negotiated zero tariffs before Australia, while wine exporters from
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Japan

Malaysia

New Zealand

New Zealand
Australia and New Zealand have had an FTA (ANZCERTA) in place since 1983 with Australia exempt
from the 5 per cent import tariff faced by other wine exporting countries. Australia is by far the
leading source of imported wine, with a 78 per cent share of total wine imported by New Zealand.
Through the CPTPP, Chile, Canada, Peru and Mexico are now on a level playing field with Australia.
Japan
The Japan–Australia Economic Partnership Agreement (JAEPA) entered into force on 15 January
2015. The tariff on bulk wine was eliminated immediately, while for bottled wine the tariff is
currently 5.6 per cent and will be eliminated completely by April 2021. Overall, Australia’s wine
exports to Japan increased by 17 per cent in 2018, to reach $55 million, a record level.
Countries without an FTA with Japan face a 15 per cent tariff on wine.
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Chile
negotiated an agreement before Australia under which its tariff will be reduced to zero in
2020.Through
the CPTPP, wines from Canada, Mexico and Peru will have their tariff phased out over
Malaysia

Wine is a small, but growing category in Thailand’s alcoholic drinks market and Australia is the
second largest exporter by value to the country behind France.
The Thailand–Australia FTA (TAFTA) came into effect on 1 January 2005. The tariff on Australia
was eliminated in 2015, while the current rate for most other exporting
nations
is 54 per cent.
JUNE
2019
provides Australia with a significant competitive advantage over most wine exporters, except
New Zealand, which negotiated a zero tariff before Australia.
Chile willWine
benefitAustralia
from a zeroMarket
tariff by Bulletin
2022, but the EU, the USA, South Africa and Argentina re
no benefit.

Preferential treatment
Thailand
Wine is a small, but growing category in
Thailand’s alcoholic drinks market and
Australia is the second largest exporter
by value to the country behind France.
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and Canadian wines, which are tariff free.
Australia is the sixth largest exporter of
force in 2019 and the tariff would reduce
Exporters from the EU, South Africa and
wine by value to Korea behind France,
to zero in eight equal annual stages.
Argentina face an 18 per cent tariff.
Chile, Italy, the USA and Spain, with

Mexico

South Korea

exports in 2018 valued at $18 million.
The
Korea–Australia
Free
Trade
Agreement (KAFTA) came into force
on 12 December 2014, when the tariff
on Australian wine was immediately
eliminated. This placed Australia on an
equal footing with the EU, the USA, Chile
and New Zealand. Other countries face a
15 per cent tariff. Argentina is currently in
negotiations.

Philippines
Philippines
and
Australia’s
trade
agreement is part of the ASEAN–Australia–
New Zealand Free Trade Area (AANZFTA),
which came into force in January 2010
for Australia and eight other signatories;
Laos, Cambodia and Indonesia followed
in 2011–12. The countries of ASEAN are
Brunei Darussalam, Cambodia, Indonesia,
Laos, Malaysia, Myanmar, the Philippines,
Singapore, Thailand and Vietnam.
The tariff on Australian and New Zealand
wine is zero, providing a 7 per cent tariff
advantage over all other wine exporting
countries.

Vietnam
Vietnam and Australia’s trade agreement
is formed under both the CPTPP and the
AANZFTA. As a result, tariffs for Australia

Hong Kong free trade
AN AUSTRALIA Hong Kong Free Trade
Agreement signed in late March will present
a “range of opportunities” for Australian
food and wine exporters, says Australian
Grape & Wine CEO Tony Battaglene. He said
Australian wine businesses would benefit
from the inclusion in the agreement of
technical requirements such as wine
labelling and certification.
While all wine exported from Australia
to Hong Kong was already tariff-free, Mr
Battaglene said it was “great to see yet
another Australian FTA incorporating
technical wine related provisions”. These,
he said, would “go a long way” towards
providing greater certainty of market
access and reducing the cost of doing
business.

exporting our high-quality, world-class
produce. Our two-way agricultural trade
with Hong Kong is currently worth around
$1.4 billion and will continue to grow.
Hong Kong is a large market for Australian
agriculture and a major gateway for our
producers into East Asia, so it’s also an
avenue to tap into other markets.”
Australia’s most valuable exports to Hong
Kong are fruit ($137 million), wine ($131
million), beef and veal ($105 million), and
seafood ($126 million).

Australian wine businesses exported more
than $100 million worth of wine to Hong
Kong in 2018.
In March, when David Littleproud was still
Federal Agriculture Minister, he said the
FTA would provide “certainty” for farmers.
“Exports to Hong Kong have zero percent
tariffs locked in. Locking in zero tariffs
and an open regulatory environment for
agriculture exports will mean we can keep

Tony Battaglene

9

Murray Valley Winegrowers MVW News & Views

Getting the balance right

Opinion - Murray Darling Basin Authority Chief Executive, Phillip Glyde

Commonwealth Environmental Water
Holder (CEWH) is bound by law to use it
solely for building the health of the river.
Lately, as the drought bites, there have
been calls to reverse that process by
returning water from the environment to
irrigators. This idea assumes there is legal
provision for such a transfer to occur and
that the environmental water holder has
water to spare.

Phillip Glyde 2

I am all too aware that many people in
the Murray–Darling Basin continue to
face difficult times, with no end to the
drought in sight. It's tough on the whole
river system, on farmers, on communities
and the environment alike.
At its core, the Basin Plan is about
getting the balance right to share
water fairly. This way, our rivers can be
healthy, irrigation can be sustainable and
communities can plan ahead along the
Murray, the Goulburn, the Murrumbidgee
and all the Basin's rivers. Achieving that
balance has meant acquiring a portion
of water from farmers, through purchase
or through public investment into
farm infrastructure, and returning it to
the environmental side of the ledger.
As the custodian of that water, the

This is not the case on either count.
Regardless of the climate, the Water
Act does not allow water earmarked
for the environment to be returned to
farmers either on loan or as a gift. There
is provision, however, for environmental
water to be sold on the open market, for
anyone to purchase, strictly on condition
that the environment doesn't suffer as a
result.

Open market
requirement
In the event that there is water to sell, the
CEWH is obliged by law to sell it on the
open market and ask the market price for
that water, just as all other water licence
holders do. The water of course would
go to the highest bidder, not necessarily
those farmers who are suffering most
from the drought and the process of
water reform.
It probably comes as no surprise that
there is no environmental water to spare.
Some of the environmental targets that
the CEWH has to try to meet are likely
to be missed this year, and there is

Comparing climate & weather conditions
According to the Bureau of Meteorology,
2018 was the third hottest year on
record for Australia, with an average
temperature 1.14 degrees above the
long-term average. However, this is a very
broad and general statistic that does not
provide much insight into the conditions
that prevailed for winegrape growers
around Australia.
Newly published viticulturally relevant
climate and weather indices, calculated
specifically for each GI region, enable us
to look more closely at how the 2017–18
viticultural growing conditions (heading

10

into vintage 2018) compared with longterm averages. The numbers confirm
that it was a warmer and drier season.
The average mean January temperature
(MJT) across all Australia’s wine regions
was 22.6 degrees – 7 per cent above the
recent long-term average and 10 per cent
above the historical average. There were
only nine regions where the 2018 MJT
was below the average, all in Western
Australia. Figure 1 shows the comparison
between the 2018 MJT and the two
average periods for selected regions,
from the warmest to the coolest.

significant risk that targets will be missed
next year. The environment needs all
the water it's got, including the planned
use of water carried into the year ahead,
so there is not a surplus to put on the
market.
Governments across the Murray–Darling
have committed to the Basin Plan so that
water for the environment can be used in
the places and at the times that allow the
best possible outcomes, especially during
dry times. With the outlook continuing
dry across the Basin, managing forward
risk is in everyone's interest.

No alternative
In its short, six-year life the plan has been
reviewed, evaluated and the subject of
multiple inquiries to test its effectiveness
and legality, despite it only being halfway along the track to completion in
2024. Each review effort has failed to
come up with a credible alternative.
There is no benefit in pausing the plan, or
wishing to go back to the days of overuse
of this precious resource.
All Basin state governments and the
Commonwealth
government
are
getting on with the job of delivering
the Basin Plan, supported by the MDBA.
It is in the long-run interest of the
Basin's environment, and the farmers
and communities it supports, to see it
through in these incredibly tough times.
This is a hard road but it is the only road
to the future survival of the nation's food
bowl.

Wine Australia Market Bulletin
Similarly, annual rainfall in 2017–18
averaged across all GI regions was 635
mm, compared with the recent average
(1991–2017) of 699 mm and the historical
average (1961–1990) of 739 mm.
Annual rainfall by region was more
variable than MJT. Most regions had
below average rainfall, but 20 regions
had rainfall totals above the recent
average, while ten of those were also
above the earlier average. Coonawarra,
Peel and Perth Hills exceeded their recent
average rainfall by more than 10 per cent
(see Figure 2).
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Comparing climate & weather conditions

Wine Australia Market Bulletin

Figure 1: Mean January temperature (MJT) for selected regions over time
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The wettest wine region on average is Hastings River (NSW) with 1319 mm annual rainfall, followed
by Tasmania’s northwest coast with 1244 mm and Alpine Valleys (Vic) with 1187 mm. In general, the
3 shows annual rainfall and GDD
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higher the rainfall, the cooler the Figure
MJT and
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degree days (GDD).
Figure 2: Annual rainfall for selected regions over time
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Figure 3: viticultural weather indices for selected regions (average 1991–2017)
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Figure 3 shows annual rainfall and GDD for selected regions ranked in order of average MJT.
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Figure 3: viticultural weather indices for selected regions (average 1991–2017)
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region in Australia. These include the
2018 season climate/weather indices,

Regional
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Individual regional snapshots for 2017–18 are available for each wine region in Australia. These
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■ Value growth continues in China, the United Kingdom and Canada.

Wine
Australia
Commentary
Export Report for the year to March 2019

Overview
In the year ended March 2019, Australian wine exports increased
5 per cent in value free on board (FOB) to $2.78 billion and
decreased in volume 3 per cent to 814 million litres (90 million 9-litre
case equivalents). The volume decline was driven by a decrease of
8 per cent in shipments below an average value of $2.50 per litre.
This resulted in a 9 per cent increase in the overall average value of
exported wine to $3.41 per litre, the highest level since 2009.
Packaged and unpackaged wine
Wine exported in glass bottles increased in value 3 per cent to
$2.22 billion and decreased in volume 5 per cent to 355 million litres
(39 million 9-litre case equivalents). The combination of the
increased value and lower volume means the average value of
bottled wine increased 9 per cent to $6.24 per litre, a near record
value.

1

Australian wine supply is expected to remain constricted in the short-term,
with much of the 2018 vintage yet to hit market and the expectation that the
2019 vintage will be smaller again.
1
Also contributing to the decline in bottled shipments is the well-established
trend for larger wine exporters to move towards bottling their wine
overseas, rather than in Australia (see Figure 1). This shift is amplified
when the Australian dollar is strong in comparison to other global
currencies, but environmental factors are also at play; shipping in bulk
containers is proven to leave a smaller carbon footprint.
Figure 1: Bottled versus unpackaged exports over time

Other packaging formats include soft pack, which increased 12 per
cent in value to $15 million and 9 per cent in volume to 7.7 million
litres, and other alternative packaging, which decreased in value
2 per cent to $6.2 million and 10 per cent in volume to 964 thousand
litres.
Shipments of unpackaged wine increased in value 11 per cent to
$541 million and decreased in volume by 2 per cent to 450 million
litres (50 9-litre case equivalents). The average value of unpackaged
wine exports increased 14 per cent to $1.20.
The decline in overall exported volume is due to a combination of
factors:
• Australia’s 2018 vintage was smaller than the record-breaking
2017 vintage, meaning there is relatively less supply available for
shipping overseas
• international supply pressures have eased with a larger 2018
global vintage, increasing competition in the market, and
• premiumisation in established wine markets around the world is
pushing down volume and increasing value.

2
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Commentary (continued)
Exporter performance

Figure 3: Share of exporters and total volume by exporter size

There were 2603 active exporters in the year ended March 2019, a
16 per cent increase from the previous year. During the period,
1786 companies either started exporting or increased the value of
their exports, contributing $374 million to the growth in overall value.
This growth was partially offset by 1328 exporters whose export
value decreased or ceased shipment altogether; their exports
declined by $246 million.
Volume and value growth rates by exporter size illustrate largely
positive performances (see Figure 2). While volume decreased by
4 per cent for the largest exporters, all other exporter size segments
showed healthy growth rates in both volume and value, with the
smallest exporters exhibiting the strongest growth. The largest
exporters make up 2 per cent of the number of exporters but
contribute 87 per cent of total volume of exported wine, while the
smallest exporters make up 89 per cent of exporters but only 5 per
cent of the volume.

Price segments
In the year ended March 2019, there was robust growth in most price
segments (see Figure 4). Exports with an average value of $10 per litre
and above increased 14 per cent in value to $888 million and 19 per cent
in volume to 40 million litres, a record volume. Reflecting the global
premiumisation trend, exports below $5 per litre decreased 2 per cent in
value to $1.36 million and 6 per cent in volume to 692 million litres.
Figure 4: Exports by price segment (million AUD FOB)

Figure 2: Export growth rates by exporter size

Commentary (continued)
Destinations

China

As illustrated in Figure 5, nearly all destinations imported more
Australian wine in the year ended March 2019 than the previous
period. North America is still the exception, with excellent growth in
exports to Canada unable to outweigh the decline in exports to the
United States of America (USA).

Australian wine exports to China (including Hong Kong and Macau)
increased 7 per cent in value to $1.11 billion and decreased 14 per
cent in volume to 154 million litres (17 million 9-litre case
equivalents) in the year ended March 2019.

The regions in growth are:

Exports to mainland China increased 7 per cent in value to
$997 million and decreased 15 per cent in volume to 146 million
litres (16 million 9-litre case equivalents). As depicted in Figures 6
and 7, this volume decrease is due to a decline in shipments below
$2.50 per litre. Shipments with an average value of $10 and above
increased 21 per cent to $518 million. The decline at the bottom of
the price spectrum and growth at the top has resulted in a 26 per
cent increase in the average value of wine shipped to mainland
China to $6.83 per litre.

•

Northeast Asia, 8 per cent to $1.2 billion

•

Europe, 3 per cent to $612 million

•

Southeast Asia, 7 per cent to $170 million

•

Oceania, 15 per cent to $107 million, and

•

the Middle East, 16 per cent to $32 million.
Figure 5: Value change by region (million AUD FOB)

14

3

Mainland China

Figure 6: Exports to mainland China by price segment (million AUD FOB)
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Commentary (continued)
Figure 7: Exports to mainland China by price segment (million litres)
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David Lucas, Wine Australia’s Regional General Manager North
Asia, said ‘The market remains robust for Australian wine, especially
those priced at more than $10 per litre FOB. Although import
clearance statistics from Global Trade Atlas indicate some softness
in the mainland China market, there has been improvement in per
litre prices for almost all exporting countries. The import statistics
seem to indicate a decline for “old world” bottled wines, the drivers
for which we are trying to better understand.
‘We are aware of ongoing changes in supply chain management by
several entities, which will mean that future Australian export data
cannot be used as a proxy for consumer demand.
‘There has been some recent improvement in the prices achieved for
bulk wine that is encouraging. Red wine’s dominance (96 per cent of
all of Australia’s exports) continues, with Shiraz and Shiraz blends
being a standout.’

Although China’s economy has recently slowed, the International
Monetary Fund (IMF) has upgraded its 2019 growth forecast to
6.3 per cent due to ramping up of fiscal stimulus by the Chinese
government and a more positive outlook for trade conditions. While
6.3 per cent is low for China, considering recent history, comparing
this with the growth rate of Australia’s economy (0.2 per cent in
2018) and the USA economy (2.9 per cent), puts this level of growth
into perspective.

Looking at exporter performance in mainland China (Figure 8), most
exporters to China are experiencing growth, especially the smallest
size bracket, growing by the largest absolute value ($93 million) and
growth rate (47 per cent).
Figure 8: Change in export value to mainland China by exporter size

In addition, according to Westpac’s 2019 Australia–China Business
Sentiment Survey, 72 per cent of businesses surveyed expressed an
optimistic outlook for the next 12-month period, and 79 per cent
forecasted profitability during that period, compared with 63 per cent
in 2018.
While overall wine imports into China declined 5 per cent in the year
ended February 2019 (Global Trade Atlas), Australia has a 29 per
cent share of the imported wine market – up from 26 per cent a year
ago – and is outperforming the other major source countries of
bottled wine imports.

Commentary (continued)
North America

5

Figure 10: Average value of exports to the USA

United States of America

In the year ended March 2019, exports to the USA decreased 3 per
cent in value to $424 million and 7 per cent in volume to 153 million
litres (17 9-litre case equivalents). Average value increased 4 per
cent to $2.77 per litre. Most of the loss in value is felt in the $2.50 to
$4.99 price segment (see Figure 9), driven by premiumisation in the
American market, as well as some of the wine in this price segment
now being shipped as unpackaged wine in a lower price segment,
due to the average value no longer including packaging costs. For
that reason, the $2.49 and under segment has grown slightly.
Figure 9: Exports to the USA by price segment (million AUD FOB)

Australian wine continued its success in the USA off-trade market,
growing 3 per cent in value to US$521 million in the year ended
December 2018. Even more encouraging is that Australian wine
priced above US$15 per bottle has grown 3 per cent as well (IRI
Worldwide). There is also positive news in the USA on-trade for
Australian wine; it has increased 5 per cent in value to
US$271 million in the 2018 calendar year (Nielsen CGA).

Pleasingly, although the volume of bottled wine shipped to the USA
has declined, the average value of exports has been on an upward
trend, growing on average 3 per cent per year since 2012 (see
Figure 10). This reflects a higher premium being paid on Australian
wine for Australian wine producers and grapegrowers.

Aaron Ridgway, Wine Australia’s Regional General Manager
Americas, said ‘Today’s average wine consumer in the USA is
looking to spend a bit more on a bottle of wine, and the impact of this
trade-up behaviour will be hardest felt by exporters that have
significant market share in the below US$10 retail segment.
‘The good news is that consumers are starting to be drawn to higher
priced Australian wines – including Chardonnay, which is a great
sign – and are showing reinvigorated interested in Shiraz above
US$15 (IRI Worldwide). The fact that Australian retail value growth
is outpacing volume growth suggests that Australia continues to be
well-positioned to benefit from longer term consumer trade-up
behaviour.’
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Commentary (continued)
Canada
Australian wine exports to Canada increased 7 per cent in value to
$205 million and 6 per cent in volume to 70 million litres (7.8 million
9-litre case equivalents) in the year ended March 2019. The average
value of exports was stable at $2.91 per litre. Both bottled and
unpackaged wine drove the growth, increasing in value 3 per cent
and 22 per cent respectively. There was growth across the price
spectrum (see Figure 11), including wines with an average value of
$10 per litre and above, which increased in value by 8 per cent to
$25 million.
Figure 11: Exports to Canada by price segment (million AUD FOB)

Although exports with an average value of $10 and above have
declined, the rest of the market is experiencing healthy growth rates,
in particular shipments valued between $2.50 and $9.99 per litre
(see Figure 12).
Off-trade sales in the UK for Australian wine grew 2 per cent in the
year ended December 2018 to £1.2 billion. The key areas of growth
were wine priced between £5.01–7.00 per bottle, growing 3 per cent,
and £8.01–10.00, which grew 17 per cent (IRI Worldwide).
Laura Jewell MW, Wine Australia’s Regional General Manager
EMEA, said ‘The UK trade is becoming frustrated without a clear
understanding of the impact that Brexit will have for the sector. The
Wine and Spirit Trade Association (WSTA) continues to campaign
for the trade to say no to no deal, but there is little that it can do
except wait for the outcome. Fortunately, the exchange rate is
holding up and many importers have increased stocks to cushion the
impact, although these will have to be revisited if the UK doesn’t
leave the European Union until the end of October. Elsewhere we
are seeing enthusiastic interest in the Netherlands, and both
Denmark and Sweden continue to grow.
Figure 12: Exports to the UK by price segment (million AUD FOB)

Europe
United Kingdom
Exports to the United Kingdom (UK) increased 4 per cent in value to
$388 million and 0.1 per cent in volume to 242 million litres
(27 million 9-litre case equivalents). Average value increased 4 per
cent to $1.61 per litre. On a quarterly basis, volume declined 7 per
cent compared to the same quarter the previous year, indicating that
some of the larger brands are wrapping up their pre-Brexit strategies
of getting product into market, with the original date for Brexit now
having passed.

Commentary (continued)
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Other destinations
In the year ended March 2019, exports to Singapore increased
10 per cent in value to $86 million and 7 per cent in volume to
6.3 million litres. The growth was driven by exports with an average
value between $7.50 and $9.99 per litre, increasing 71 per cent in
value to $7.6 million, and above $10 per litre, increasing 7 per cent
to $65 million.
Japan also imported more Australian wine during the period, growing
16 per cent in value and volume to $55 million and 17 million litres,
respectively. This growth was driven by both the lower and higher
end of exports, with shipments below $2.50 per litre increasing
32 per cent to $12 million and exports above $10 per litre increasing
74 per cent to $13 million.
In the past 12 months, Australian wine exports to the Netherlands
increased 26 per cent in value to $43 million and 1 per cent in
volume to 19 million litres. This growth was particularly strong for
exports above $5 per litre, which doubled in volume in the past year.
Exports to Thailand also increased in the past 12 months, up 62 per
cent in value to $28 million and 72 per cent in volume to 6.7 million
litres. The growth came from across the price spectrum, with all
major price segments experiencing growth.
Exports to Sweden also increased, 13 per cent in value to
$24 million and 11 per cent in volume to 6.7 million litres. This
increase was driven by both bottled and unpackaged exports in the
$2.50 to $4.99 price segment.
Denmark also experienced an increase in Australian wine exports,
by 7 per cent in value to $23 million and 9 per cent in volume to
11 million litres. The growth in exports was driven by both ends of
the price spectrum, with exports below $2.50 growing 26 per cent in
value and exports above $10 growing 8 per cent.
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Historic overview of exports
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Historic overview of exports
Volume by container type (‘000 litres)
Volume (million litres)
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Historic overview of exports
Unpackaged share of export volumes
Unpackaged wine share
of export volumes

Unpackaged wine volume

Unpackaged wine export
volume (million litres)
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Historic overview of exports
Average value of exports
Bottled average value
(AUD per litre)

Bottled

Unpackaged average
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(AUD per litre)
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Jan 2019

Jan 2018
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Jan 2016
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Jan 2014

Jan 2013

Jan 2012

Jan 2011

Jan 2010
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Jan 2008

$4.00
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$0.85
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Volume (million litres)

Exports
by container
type

Bottled, 355, 44%

Other, 9, 1%

MAT March 2019
Bulk, 450, 55%

2019
Bottled Change
Share
2019
Bulk Change
Share
2019
Other Change
Share
2019
Total Change
Share

Volume
(ML)
355
-5%
44%
450
-2%
55%
9
6%
1%
814
-3%
100%

Value (A$M Average Value
FOB)
(A$/L FOB)
2,217
6.24
3%
9%
80%
541
1.20
11%
14%
19%
21
2.43
8%
1%
1%
2,779
3.41
5%
9%
100%

Volume change (million litres)

Volume change (million
litres)

5
0
-5
-10
-15

-20
-25
-30

“Other” includes wine in soft-packs and alternative packaging

-35

Total

Bulk

Bottled

Other
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Wine exports
by country, container and colour
Value for MAT March 2019
Glass Bottle Red Wine
MAT March
2019 (A$
'000s)
China, Pr
885,557
United States Of America
200,151
United Kingdom
101,110
Canada
105,244
Hong Kong
94,656
New Zealand
53,232
Singapore
71,874
Japan
21,840
Germany, Federal Republic
12,076
Netherlands
14,639
Malaysia
29,066
United Arab Emirates
21,451
Thailand
17,135
Sweden
13,262
Denmark
8,411
Taiwan
17,153
Korea, R
14,613
Belgium
3,510
Finland
4,988
Philippines
7,238
Rest of the world
62,359
World
1,759,566

Change
%
9%
-10%
-7%
1%
-2%
11%
13%
12%
-30%
24%
-30%
24%
48%
12%
-9%
42%
27%
-19%
-21%
9%
7%
4%

Bulk Red Wine
MAT March
2019 (A$
'000s)
69,660
35,905
133,843
20,659
66
13,704
0
5,615
19,947
4,630
0
0
1,637
2,467
7,467
0
0
3,809
4,090
0
7,784
331,283

Other Red Wine

MAT March
2019 (A$
Change %
'000s)
Change %
-1%
788
14%
29%
0
-100%
13%
0
na
18%
746
7%
na
1,524
-6%
76%
799
49%
na
220
-46%
60%
2,386
-1%
-4%
0
na
21%
0
na
na
120
++
-100%
653
-10%
++
1,609
++
1%
0
na
37%
0
na
na
309
14%
na
1,094
7%
50%
0
na
1%
0
na
na
0
na
-13%
1,764
13%
12%
12,011
10%

Glass Bottle White Wine
MAT March
2019 (A$
'000s)
Change %
23,958
-16%
136,471
11%
65,780
-6%
46,212
11%
7,974
23%
9,945
9%
7,254
2%
11,562
17%
3,377
-34%
16,108
43%
2,593
-6%
6,422
6%
4,622
52%
5,543
5%
3,523
-3%
1,409
32%
2,590
-3%
3,125
-29%
2,253
-23%
1,975
0%
23,729
-4%
386,426
4%

Bulk White Wine
MAT March
2019 (A$
'000s)
2,880
46,797
80,468
25,125
0
7,713
0
3,213
16,605
6,559
0
0
700
1,467
3,186
0
0
5,200
2,766
0
6,124
208,802

Other White Wine

Sparkling Wine

Other Wine

MAT
MAT March
MAT March
March
2019 (A$
2019 (A$
2019 (A$
Change %
'000s)
Change %
'000s)
Change % '000s)
-20%
65
16%
9,080
19%
4,607
-7%
0
-100%
4,180
3%
902
13%
0
-100%
5,001
26%
1,485
26%
1,596
-17%
3,519
-13%
1,883
na
259
-18%
2,679
++
901
8%
472
-18%
5,103
-28%
3,987
na
95
-23%
5,820
-6%
549
68%
1,022
-1%
4,896
1%
4,629
10%
0
na
169
++
8
2%
0
na
1,045
30%
70
na
7
-30%
246
57%
174
na
450
2%
904
-6%
657
++
832
++
1,309
22%
242
33%
0
na
1,292
++
69
35%
0
na
733
10%
155
-100%
120
44%
115
-10%
279
na
26
-44%
614
++
107
28%
0
na
366
-35%
150
-1%
0
na
271
-61%
336
na
0
na
70
14%
59
56%
1,233
0%
3,461
26%
2,127
10%
6,176
1%
50,875
6%
23,376

Change
%
-22%
-93%
41%
-9%
25%
++
-24%
11%
-87%
-62%
-30%
19%
++
++
-78%
-9%
-55%
-34%
18%
-75%
1%
-32%

Total Wine
MAT March
2019 (A$
'000s)
996,596
424,404
387,687
204,983
108,059
94,955
85,812
55,163
52,182
43,051
32,207
30,537
28,086
24,100
23,476
19,385
19,044
16,160
14,704
9,342
108,580
2,778,514

Change
%
7%
-3%
4%
7%
1%
15%
10%
16%
-11%
26%
-28%
17%
62%
13%
7%
38%
21%
0%
-14%
5%
5%
5%
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