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JAPAN WINE MARKET ANNUAL REPORT

[.SITUATION AND OUTL OOK
M arket Overview

Consumption of winein Japan remains strong. While the wine boom which occured in 1997/98 led to
a subsequent dump, the totd tax-paid shipments of wine in 2001 including domestic and imported wine
were 2.3 times higher than a decade earlier (1991). Aggregating bottled wine, sparkling wine and wine
coolers, the 9ze of Jgpan’s consumer-ready wine market was 2.76 million hectolitersin 2001 on atax-
paid basis, with imports accounting for 60 percent of the total. Domestic Japanese brand wines, many
of which are actually rebottled imported bulk wine or blended with localy-grown grapes, accounted for
40 percent of the overdl consumer-ready market in 2001. Domestic brand wine shipmentsin 2001
were again down by 5 percent, while imported wine shipmentsincreased by 2.5 percent, thus gaining 2
percentage points in share.

Imports Accomt for Majority of Japan Wine Market
Japansse Domestic Brands Reprasent Significant Compyetition

Tported Wine
60%

Domestic Brands

CY2001
(2.76 Million hactoliters)
Eource: Japmeso Ministty of Fisance tax datn; includes boitied wina, sparkting wine md wine coolers.

Japanese bottled wine imports, which account for the mgority of wine imports, went up by 6.6 percent
in 2001 in terms of volume and rose 11.9 percent in terms of vaue, the first recovery in three years.
According to Nationd Tax Agency data, retail and wholesae wine stocks in March 2000 amounted to
1.68 million hectoliters, suppressing both domestic wine production and imports. However, wholesale
stocks have since decreased to 1.12 million hectoliters, normalizing the market. The import rebound in
2001 appearsto have lost steam thus far in 2002. Imports for January-October fell 2.4 percent by
volume and 1.3 percent by vaue. Imports from the U.S. are off more sharply (12% and 7.6%,
respectively), while French wine continues to see higher sdles with import volume up 2.9 percent and
import value ahead 1.7 percent.
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The U.S. share of Japan’s bottled wine import market was 8.9 percent by vaue and 11.3 percent by
volume in 2001, as depicted in the chart below. This represents adight drop from the corresponding
shares of 9.4 percent by vaue and 12 percent by volume recorded in 2000. U.S. wine continuesto
face giff competition from France, which held 58.4 percent of the import market in terms of vaue and
41 percent by volume in 2001, both up dightly versus 2000. Itay’sgainslast year were larger. Itdian
wine now holds a 15.3% share by value and 21.7 percent by volume. Germany continued its long-term
dide, with Chile overtaking them asthe 4" largest supplier. Audtrdiais actively promoting in Japan, but
its share dipped from 3.0 to 2.4 percent.

Japanese Bottled Wine Imports by Comntry
France Holds the Dominant Maviat Share
Other 1 9%
South Afrion 0.6%
Argentine 0.4%
Anstralia 2.4%
Spain 2.4%
Gamany 4.8%

Frence 58.4%

Chile 4.9%

Haly 15.3% US. 8.5%

Somree: Wosld Trade Al based on Tapan Cuatoms dats (CY2001; 74.927.71 millica'yan).

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #IA2554 Page 4 of 22

Majority of Japan's Wine Imports Are Bottled Wines

Bottlod Wins The outlook for

75.4% Jgpan’ swine
market over the
long-term
remans
promigng, asthe
younger

Sherry/Fortifiod Wincs generation of

Vi hi 5% Japanese are

Bulk Wine Grape Minxt 3.1% expected to

. )
10.5% continue to favor
Souwes: Work Trade Atk based on Japan Crstonu dsbs (CY 2001; volnme basi. wine asthey

Sparkling Wine
1.0%
Wne Coolerz
2.0%

0.5%

grow older. In
the medium-term (3-5 years), moderate growth is expected for wine a the expense of traditiona liquor
categories, such as sake, whiskey and scotch. Asthe third largest market for U.S. wine exports
worldwide (fourth largest if EU market is disaggregated), Japan continues to show strong promise for
the introduction of many fine regiona wines from throughout California, Washington, Oregon, and New
Y ork, as well asfrom other emerging wine producing states.

Domestic Japanese Wine Industry

Domestic Japanese wines have gained popularity, in generd, dong with growth of the overdl wine
market. However, following the shipment peak recorded during 1997/8 red wine boom, the market for
domestic wines has shrunk substantialy and continued its dide in 2001, athough the pace of decline
dowed. Inredity, the "Produced in Jgpan” label primarily means the product was bottled in Japan.
The Jgpanese wine industry rdies heavily on imported bulk wine and grape must as raw ingredients.
Domedtic brands are made from imported bulk wine, imported grape must fermented in Japan,
imported grape juice, localy-grown grapes or a mixture of these. Approximately 90 percent of
Japanese brands are made from imported bulk wine and grape must, while only about 10 percent is
produced exclusively from grapes grown in Japan.

Domestic Wine Shipments

Year Volume Change from Previous Y ear
(hectoliters) (Percent)
1997 1,065,990 132.9
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1998 1,519,500 1425
1999 1,252,450 824
2000 1,153,020 921
2001 1,101,060 95.5

Source: Nationd Tax Adminigtration Agency

Asforecast in our 2001 report, imports returned to a 60-percent share range of the consumer-ready
wine market (including bottled wine, sparkling wine and wine coolers), owing to the correction of the
excess inventory problem. In the meantime, imports of both bulk wine and grape must were lower in
2001, reflecting the dump in domestic wines, as shown in Table 1 of the Statigtica Tables section of
this report.

As presented in Table 5, the United States is the 6th largest supplier of bulk wine to Jgpan by value and
11" by volume, with imports totaling 167.13 million yen in 2001. The United States is not a significant
supplier of grape mugt to Japan, as shown in Table 6. While the bulk wine segment may present an
additional opportunity for U.S. suppliers outside the traditional bottled import market, the U.S. wine
indusiry has not been amgjor player in the bulk area, which continues to be dominated by subsidized
European wines and low-end South American wines.

Compared to the tariff on bottled wine imports, (15 percent or 125 yen per liter, whichever isless), the
low import tariff for bulk wine (45 yen per liter) gives Japanese manufacturers a Sgnificant advantage in
the low-priced bottled wine market. Before April 2000, the tariff differencein favor of bulk imports
was even greater, alowing domestic producersto strategicaly target the lower end of the market and
drive pricing downward across the board.

Market Share by Major Japanese Wine Manufacturers

(Million yen, %)
2000 2001 (estimated)

Company Sdes Share % Sdes Share %
Mercian 19,400 34.0 18,400 34.5
Suntory 16,750 294 13,550 254
Sapporo Beer 7,850 13.8 8,000 15.0
Kikkoman 7,100 125 6,900 12.9
Kyowa Hakko 2,650 4.6 2,900 54
Asahi Beer 1,950 34 2,050 3.8
Others 1,300 23 1,600 3.0
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Tota 57,000 100% 53,400 100%
Source: Fuji Keiza

Japanese Wine Consumption

Beer remains the most popular alcoholic beverage overdl in Japan. The older generation in particular
prefer beer, sake, and shochu (atraditiond, less-expensive potato or grain-based spirit), but younger
Japanese in their 30s and 40s are increasingly opting for wine. This generationd divideis highly
pronounced in the Tokyo metropolitan area.

Departing from the longer-term growth trend, Japanese wine consumption in fisca year 1999/2000 in
terms of both volume and value were down for the first time since wine consumption growth started in
1993. In 2000/2001, the data indicates a dight decrease in wine consumption again. However, these
declines represent the inevitable correction in the market following the wine boom. Current
consumption till surpasses the figure in 1997/1998.

Annual Japanese Expenditures on Wine
Fiscal Year (April-March)

Wine Expenditure Quantity (kl) Value per Total
(mil.yen) kl(mil.yen) Expenditure

on Liquor

(mil.yen)
1994 207,124 19,102 10.84 6,862,503
1995 211,432 22,084 9.57 6,657,595
1996 226,622 24,178 9.37 6,543,652
1997 328,916 33,647 9.78 6.512,722
1998 443,550 44,464 9.98 6,362,515
1999 401,043 41,406 9.68 6,134,557
2000 369,095 39,862 9.26 5,876,629

Volume is 100 % alcoholic conversion
Source: National Tax Administration Agency, March 2001

The table below compares consumption of wine by region to other popular alcoholic beveragesin

Jgpan as of 2000/2001. Although consumption of wineis still only afraction of that for beer in most
aress, it gpproaches the consumption levels of sake or shochu in Tokyo, and to alesser extent in Osaka
(Western Jgpan) and Kanagawa Prefecture (the western, more affluent suburbs of Tokyo). It should

be noted, however, that wine consumption in Tokyo dipped in 2000, while Shochu done rose among
these four mgjor categories. Neverthdess, expenditure for wine in Tokyo is particularly impressve
when compared to smaller, regiona metropolitan areas such as Nagoya, Japan's 4" largest city, where
sake consumption exceeds wine by aratio of nearly 3:1.
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2000 Consumption of Wine and Other Alcohol Beverages by

Region
(million yen)

Prefecture Wine Beer Sake Shochu
Tokyo 90,205 360,594 93,022 74,322
Osaka 30,630 240,200 58,037 27,780
Kanagawa 24,731 142,475 43,135 37,183
(Yokohama)

Hokkaido (Sapporo) 20,350 119,610 33,306 31,132
Aichi (Nagoya) 16,960 165,482 45,556 21,820
Saitama 15,758 107,379 35,754 31,674
Chiba 15,563 94,221 31,379 26,015
Fukuoka 12,838 108,325 30,945 31,138
Hyogo (Kobe) 12,336 112,716 36,844 14,277
Shizuoka 8,853 70,601 26,334 18,445

Source: National Tax Administration Agency, (2000/4-2001/3).
Note: Only top ten prefectures by sales are listed and ranked according to
wine sales.

Japan’ stotal acohol consumption was the highest in 1994 and after that its has been stagnant a around
the 9.5 million kiloliter level. The figure dropped to 9.3 million kiloliter in 2000 (5.9 hillion yen). The
decrease in the dcohol-consuming population is thought due to both the declining birth rate and the
aging population, aswell asthe increase in the number of people avoiding beverages with high levels of
acohol because of greater awareness of hedlth issues. The economic dump has dso adversdly affected
tota liquor consumption in Japan in recent years, except for Shochu, and clearly have dampened wine
demand. Viewed longer-term, however, Japanese wine consumption has increased steadily since
1994, reflecting the generationd change in preferences and internationdization of cuisine options
throughout the country. Nevertheess, per capita consumption is il far less than in the United States
and European countries, so wine consumption has the potentia for sgnificant further growth.

Beaujolais Nouveau Boom

According to recent reporting in the Nikkei Shimbun (Japan Economic Newspaper), Japanese
imports of French Beaujolais Nouveau in 2002 marked an al-time high despite the current stagnant
economic climate. It isestimated that imports of Beaujolais Nouveau reached 580,000 cases this year,
up 5 percent versus 2001. This demand growth, driven by consumers' atraction for consuming "the
Firg Thing of the Season”, seemsto have rekindled attention on red wine and created a speculative
response by mgjor liquor handlers eager to capture a dominant stake in the market. Specid Beaujolais
Nouveau promotions, often linked to Christmas holiday themes, are ubiquitous in Tokyo and widdy
seen even in smdler, regiond markets,

The wine boom of the late 1990's was largdly kicked off by reportsin 1997 that polyphenol in red wine
was good for consumer hedth. However, the market euphoriadidn’t last aslong as hoped, ending in
1999 as the market became overstocked and the quality of wine being sold deteriorated. Despite this
setback, which hit Chilean wine particularly hard, consumption remains fundamentally strong today,
exceeding that of 1997. Thisindicates that the wine boom of 1998 raised the number of wine
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consumers and created a stable wine market longer term.

According to Fuji Keiza, the ratio between red, white and rose wines in the domestic wine market
was 55:33:12 in 1998, the year of red wine boom. Theratio reverted back toward white wines dightly
in 1999 at 53:36:12. 1n 2001, it is estimated to be 55:36:10, demongtrating the resiliency of the red
wine health message and demand preferences for a broader range of more complex tastes as
knowledge of wine grows in Japan.

Prices

The Japanese table wine market has been very competitive in recent years. Prices of wine have
continued to move downward as a deflationary trend in the economy and the weaker yen escalated
competition. In the table wine market, product priced under 1,000 yen (approximately $8.30)
accounts for more than 60 percent of market share. Thisis down dramatically from the 1990's. Low
pricing is even more noticeable among domestic brands with prices ranging as low as 390 yen per a
720 ml bottle (approximately $3.25).

Notwithstanding the bargain shopping trend, Japanese consumers have generally become more
conscious about quality, origin and variety of wines over the past decade. Wines priced at around
1,500 yen (gpproximately $12.50) continue to enjoy steedy sales, while higher-priced wines have lost
popularity. Thismiddle-leve price category is expected to grow further, as better-yet-affordable wines
are promoted to an increasingly discerning wine-buying public.

While imports of U.S. wine by volume were down dightly in 2001, the average import price increased
5 percent. Looking at 2002 trade data to date, this trend has continued.

Digribution Channdsfor Wine

Wine digtribution is regulated by the Liquor Tax Law, and is gpplied to retailers that hold liquor
licenses. According to JETRO, domestic wine distribution is generally athree or four-tiered system
from manufacturer to retaller. The channd normdly conssts of asmple modd of manufacturer -
wholesder (first and second tier wholesders) - retail store. At the wholesde stage, a specia agent
system is sometimes adopted.

For imported wine, there are many types of distribution channds.

* Direct imports by Japanese domestic manufacturers

* |mports through specidized trading companies

* Direct imports by department stores or large discount stores who sdll through their own channdls
* |mports by specid wine importers who sdll their products directly to consumers. In recent years,
direct mail order sales have become popular, as have sdes over the Internet.

Competition from genera food and beverage wholesders, in their attempt to expand into new product
categories, has made business difficult for the liquor wholesdleindustry.  Smdl and medium-sized
liquor wholesders have been forced to make changesin order to survive, such asforging financia and
marketing dliances with larger wholesalers, merging with locd wholesders, or dtering their wholesde
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product line. Some have even |eft the market completely due to severe economic conditions.

Deregulation of Liquor Retail License

In 2003, the Government of Japan will terminate its regulation restricting the sde of dcoholic beverages
to soreswith aretall liquor license. Thislong-awaited deregulatory measure, will certainly increase the
number of liquor-sdling outlets throughout the country (athough it should be noted that mgor
metropolitan areas are aready very well-covered by retailers with liquor licenses). It is aso expected
to simulate the wine market and increase competition.

At theretal leved, the market share held by organized retailers (supermarkets and convenience stores)
has tended to increase due to the deregulation of liquor sales licenses, leading to severe competition
among liquor retallers. Discount liquor stores, which once accounted for a 30% share in liquor retailing,
are trying to improve their operaionsin the face of increasing discount sales by supermarkets and
convenience stores. According to Shuhan News (Liquor Sales News), at the end of September 2002,
the percentage of licensed stores among mgjor Japanese food retailers ranged from a high 90.5 percent
(Tenmaya Store in Okayama Prefecture) to alow of 35.8 percent (Y ork Benimaru in Fukushima
Prefecture). The average figure was 67.2 percent, up 7.2 percentage points compared to the same
period last year.

Yearly Trangtion of Liquor License Holdersin Japan (1995-2000)
Wholesde Retall Totd
1995 17,474 162,406 179,880
1996 17,117 166,883 184,000
1997 16,847 171,848 188,695
1998 16,627 175,095 191,722
1999 16,489 177,482 193,971
2000 16,250 176,873 193,123

National Tax Adminigration Agency, Annua Report 2002

Promotion Activities of European and New World Competitors

Various organizations established by U.S. competitor countries are promoting wine in Jgpan. Their
activities include: publishing newdetters, producing point-of-purchase materids, and organizing press
conferences, exhibitions, trade shows and other marketing events. Two quasi-governmentd trade
organizations promote French winesin Japan. France's SOPEXA, which has a budget of
goproximately ¥800 million ($6.7 million) and 12 gaff members, spends most of itstime and funds
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promoting French wine for on and off-premises sales. Thisyear’ s budget includes a hefty increase for
televison advertisng and other promotion of Bordeaux region wine. In addition, the Comite
Interprofessonelle di Vin de Champagne (CIVC) receives $250,000 in funding and maintains two staff

to promote in Japan.

Smilarly, Itay’s governmenta body, ICE, promotes Itdian exports to Japan. |CE’ s budget for wine
promotion is approximately ¥50 million ($420,000) with a staff of three. It is currently placing
emphasis on off-premises sales, particularly discount store sdles. Germany promotes its wine through
an agent of the quasi-governmenta German Wine Foundation Japan Office, which was set up in April
2000. They have two staff with a budget of ¥50,000,000 ($420,000). Spain’s promotion is
reportedly run from the Spanish Embassy, utilizing one staff and a budget of $170,000.

Among "new world" producers, the Chilean Embassy employs one staff member who promotes
Chilean wine in Japan with a budget of ¥10,000,000 ($34,000). Wine of Audtrdiaisa promotiona
body of the Australian Wine Export Committee (AWEC). Their Japan office was st up in July1998in
Tokyo and is aggressively promoting in close cooperation with the Ausgtrdlian Embassy. It has two staff
members with a budget of Y 40,000,000 ($340,000). The Wine Ingtitute of South Africaset up its
Tokyo officein July 2000. They have one staff member carrying out mostly trade-targeted activities
with a budget of $84,000.

Regulatory Requirements
Food Sanitation Law Requirements

Under the Food Sanitation Law, the Japanese Ministry of Hedlth, Labor and Welfare (MHLW)
outlines the permissible quantities of wine coloring agents and preservatives used as additives. All wine
imported as gifts, or for sale and other commercid purposesis subject to the Food Sanitation Law, and
import notification isrequired. A “Notification Form for Importation of Foods, etc.” must be submitted
by importers to the quarantine station with authority over the port of entry. Based on the content of this
natification form and the import history of the wine, ingpection may be required.

According to JETRO, when the wine being imported is coming into Japan for the firgt time, it may be
exempted from corresponding inspections at the quarantine station if the importer attaches a Satement
of voluntary ingpection results performed in advance by officid |aboratories designated by the MHL W,
or by officid laboratoriesin the exporting country. For exact specifications as to what amounts of food
additives are dlowable in wine, please refer to the Japanese Food Sanitation Law.

Wine Labeling Requirements
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Thefollowing tableligs dl of the labeling requirements for wine. Labdling must be in Japanese and
must be placed in avigble location on the container. Wine without required |abeling may not be sold,
displayed for purposes of sale, or used for other commercia purposes.

Label Required Listing Content Name of Statute or Standard
[tem
Product Wine, fruit wine or sweetened fruit wine Food Sanitation Law
Name
Food Substance names (and usage category names) | Food Sanitation Law
Additives | of anti-oxidants or synthetic preservatives, etc.
Alcohol Label must list the ethyl alcohol content at 15°C | Law Concerning Liquor
Content as a percentage of content volume rounded Business Association and
down to the nearest whole percentage point. Measures for Securing
(Example: "14%" or "Over 14% and less than Revenue from Liquor Tax
15%")
Container | Listed in Milliliters (ml) or liters (1) Law Concerning Liquor
Volume Business Association and
Measures for Securing
Revenue from Liquor Tax,
Measurement Law
Type Sparkling wine labels must state "contains Law Concerning Liquor
carbonation" or "carbon dioxide gas mixture." Business Association and
Measures for Securing
Revenue from Liquor Tax
Country Country of origin must be indicated in a non- Law Against Unjustifiable
of Origin misleading manner Premiums and Misleading
Name Representation
Name & Wines must list the name and address of the Food Sanitation Law, Law
Address importer. Concerning Liquor Business
of (The maker for domestic wines.) Association and Measures for
Importer Securing Revenue from
Liquor Tax
Destinatio | Label must list the destination after removal from | Law Concerning Liquor
n the bonded area or the location of the packing Business Association and
location. However, a symbol may be substituted | Measures for Securing
with the permission of the Ministry of Finance Revenue from Liquor Tax
Other (1) Mixtures of domestic wine and imported wine | Voluntary Industry Standard
Require- | Wines made from mixtures of domestic and
ments imported wines must list the wines in order or
preponderance in the mixture; for example,
"made from domestic wine and imported wine."
UNCLASSFIED Foreign Agricultural ServicelUSDA
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(2) Geographic labeling Labeling standard based

For products such as Bordeaux and Chablis | on the Law Concerning

whose product quality and reputation Liquor Business

fundamentally arise from the geographic Association and Measures

place of origin, it is not permitted for labels to | for Securing Revenue from

use the place name unless the product Liquor Tax, Measurement

actually comes from that place; therefore, Law

labeling such as Bordeaux-style is also

prohibited.

(3) Labeling to prevent consumption by Labeling standard based

minors on the Law Concerning

All liquor containers must clearly state that Liquor Business

"consumption of liquors by minors is Association and Measures

prohibited” or "liquors may only be consumed | for Securing Revenue from

by those age 20 or over." Liquor Tax, Measurement
Law

(4) Promotion of recycling or liqguor containers | Law for Promotion of

Products packed in steel cans, aluminum Utilization of Recycled

cans, and PET bottles must have an Resources

identifying mark on the container.

Source: JETRO Japanese Market Report - Regulations and Practices - Wine 2000

New Packaging Recycling Law Requirements

The Japanese government began full implementation of the Packaging Recycling Law in April 2000,
requiring industry to recycle al paper and plastic packaging, glass bottles, sted and duminum cans,
PET bottles, and other plastic and paper containers. Manufacturers, businesses, and retailers who
manufacture and/or use the materids are responsible for recycling costs. For imported products,
importers are likely to be held responsible for paying recycling costs.

In the case of wine, according to industry sources, some importers have requested that exporters use
colorless glass bottles if possible, and a number of winesin clear bottles have appeared on the market.
However, thisis only appropriate for less-expengve or early drinking wines that will be consumed
within 2-3 weeks after purchase. For more premium wines, generally spesking, the industry is
continuing to use colored bottles, despite the added recycling costs. Green bottles have posed the
largest problem since there is very limited use for the recycled product. However, one solution has
been to use recycled green glass in the production of asphdlt.

The current recycling charges by type of glass, effective April 2002, to be paid to the Japan Containers
and Packaging Recycling Association are asfollows:
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Colorless Glass 3,600 yen/metric ton
Brown Glass 7,800 yen/metric ton
Green/Other Color Glass 9,100 yer/metric ton
PET Bottle 75,100 yern/metric ton
Paper Container 42,000 yen/metric ton
Plagtic Container 82,000 yern/metric ton

Tariff & Tax Stuation
WTO Uruguay Round Tariff Reductions

Import duties on wine have been reduced gradudly snce implementation of the WTO Uruguay Round
agreement. Thefind reduction was in April 2000, when, most notably, the tariff rate on bottled wine
was lowered to 15% (or ¥125/I, whichever isless with aminimum of ¥67/1) from its 1999 levd of
21.3% (or ¥150.83/1, whichever islesswith aminimum of ¥80.83). Reductionsin tariffs on other wine
categories have taken place as wdl, as summarized below.

Tariff Rateson Wine (as of April 2002)

Bottled Wine
HS220421020 (2L or less) 15% or ¥125/1, whichever islesswith aminimum of
¥67/|
HS220429010 (2L to 150L) 15% or ¥125/|, whichever isless with aminimum of
¥67/|
Sparkling Wine
HS220410000 ¥182/|
Wine Coolers ¥27I

HS220600221  (Other fermented beverage mixtures)

Bulk Wine

HS220429090  (>150L) ¥A5/|
Grape Must

HS220430191  (1%+ acohol, less than 10% sucrose by weight) 19.1%

HS220430200  (1%+ acohol - other) ¥A5/|
Vermouth

HS220510000 (2L or less) ¥69.3/|

HS220590200 (1%t alcohal) ¥69.3/|
Sherry/Fortified Wine

HS220421010 ¥112/|
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Source: Customs Tariff Schedules of Japan 2002, Japan Tariff Association

Liquor Tax Law Regulations

In addition to tariffs levied on imported wine, both imported and domestic wines are taxed on avolume
basis according to the Japanese Liquor Tax Law. Fruit wineistaxed at ¥56,500 ($518) per kiloliter.
Sweetened fruit wineis taxed at ¥98,600 ($904) per kiloliter for dcohol content less than 13%; when
the alcohol content is 13% or greater, an additiona ¥8,220 ($75) islevied for each percentage point
above 12%. The tax on sparkling wine with an acohol content less than 13% is taxed at arate based
on the standard rate of ¥56,500 per kiloliter.

The Liquor Tax Law has come under scrutiny in recent months for the diparity in tax rates on various
types of dcoholic beverages such as sake. In December 2002, the Japanese Ministry of Finance and
Treasury announced it was conddering raising the tax on wine and happoshu (carbonated low-malt
liquor/beer) because the current tax for these products was sgnificantly lower than the rate for other
liquor products, such as sake and regular beer.

As expected, the new tax increase proposal met opposition from both the Japanese beverage industry
and consumers. However, it islikdly that acertain amount of the proposed liquor tax hike will be
implemented in April 2003. The proposed increase on wine would result in the tax on a 720 ml bottle
of wine doubling from its current level of about 42 yen to approximately 84 yen. It isreported,
however, that the ruling Liberd Democrétic Party currently prefersto limit the increase for wineto 10
yen (i.e., an increase to about 52 yen) per 720 ml bottle of wine.

Exchange Rates

The following exchange rates are used throughout this report:
1999 114.54 yen/$
2000 109.07 yen/$

2001 121.61yen$

Source: U.S. Treasury Department

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #JA2554

Page 15 of 22

Il. STATISTICAL TABLES

Table 1. Japanese WineImportsby Type

Volume (Hectoliter s)

Description 1999 2000] 2001

Bottled Wine 1,303,834.31] 1,282,596.36] 1,366,775.43
HS220421020 (2L or less) 1,252,587.99] 1,236,046.79] 1,306,534.70
HS220429010 (2L to 150L) 51,246.32 46,549.96 60,240.73
Sparkling Wine 11845445  106,971. 124,290.85,
HS220410000 11845445 106,971 124,290.85
Wine Coolers 31,114.48 30,156.92 37,085.93
HS220600221  Other Fermented Beverage Mixtures 31,114.48 30,156.92 37,085.93
Bulk Wine 456,003.09] 259,369.79]  190,967.54
HS220429090  (>150L) 456,003.09] 259,369.79]  190,967.54
Grape Must 104,047.344 59,444.87 56,532.56
HS220430191  (1%+ acohol, less than 10% 145.20 457.72 0

sucrose by weight)
HS220430200  (1%+ acohal - other) 103,902.14 58,987.15 56,532.56
\ermouth 37,796.13 32,492.62 26,892.08
HS220510000 (2L or less) 37,604.28 32,309.62 26,394.76
HS220590200  (1%+ acohol) 191.85 183.00 497.32
Sherry/Fortified Wine 8,056.43 8,526.91 9,403.76
HS220421010 8,056.43 8,526.91 9,403.76
Value (Million Yen)

Description 1999 2000 2001

Bottled Wine 76,006.14 66,966.15 74,927.71]
HS220421020 (2L or less) 74,847.98 66,044.63 73,847.41]
HS220429010 (2L to 150L) 1,158.16 921.52 1,080.30
Sparkling Wine 16,482.83 14,440.93 16,963.89
HS220410000 16,482.83 14,440.93 16,963.89
\Wine Coolers 673.30 710.42 930.24
HS220600221  Other Fermented Beverage Mixtures 673.30 710.42 930.24
Bulk Wine 5,907.16 3,056.11 2,267.76
HS220429090  (>150L) 5,907.16 3,056.11 2,267.76
Grape Must 2,544.37 1,444,76 1,200.35
HS220430191  (1%+ alcohal, less than 10% 272 8.78 0

sucrose by weight)

HS220430200  (1%+ acohal - other) 2,541.65 1,435.98 1,200.35
\Vermouth 1,105.31 936.66 809.35
HS220510000 (2L or less) 1,101.24 932.09 797.89
HS220590200  (1%+ acohol) 4.08 457 11.46
Sherry/Fortified Wine 622.31 604.18 682.06
HS220421010 622.31 604.18 682.06

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
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Table 2. Japanese Bottled Wine Imports by Country

Volume (Hectoliters)

Rank Country 1999 2000 2001 ‘01 Share
1 France 542,663.17| 526,955.08 587,916.55 43.0
2 |ty 229,170.61| 254,585.321 296,757.59 21.7
3 United States 164,750.55| 153,545.8§ 154,798.52 11.3
4  Gamany 146,042.30| 114,671.12] 96,365.27 7.1
5 [Chile 64,400.01|] 85,709.45 90,851.08 6.6
6 [Span 56,431.19| 47,292.49 50,668.83 3.7
7 Audrdia 45,036.79] 51,322.89 45,239.79 3.3
8 [South Africa 12,002.85| 14,400.13 13,416.13 1.0
9 HArgentina 10,562.73 8,727.28  6,914.70 0.5
10 Portuga 8,275.95 4,479.920  4,338.97 0.3

Other 88,898.17] 20,906.800 19,508.00 1.4
Total 1,303,834.31J1,282,596.36/1,366,775.43| 100%
Value (Million Yen)

Rank Country 1999 2000 2001 ‘01 Share
1 [Jrance 42,866.57| 38,899.37] 43,752.33 58.4
2 |y 10,104.73 9,007.26| 11,446.34 15.3
3 United States 7,774.92 6,285.78 6,662.00 8.9
4 [Chile 2,777.47 3,077.900 3,659.24 4.9
5 [Gemany 5,924.68 3,887.600 3,580.21 4.8
6 [Bpan 2,097.65 1,693.37 1,826.28 2.4
7 PAudrdia 1,984.70 1,985.74 1,815.10 2.4
8 [outh Africa 435.27 485.53 481.77 0.6
9 JArgentina 507.80 384.29 327.90 0.4
10 New Zedand 252.66 286.65 301.16 0.4

Dther 1.278.83 111209 1.075.38 14
Total 76,006.14| 66,966.15 74,927.71 | 100%

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
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Table 3. Japanese Sparkling Wine Imports by

Country
Volume (Hectoliters)

Rank Country 1999 2000 2001 ‘01 Share
1 [France 54,678.55] 45,395.08] 52,811.32 42.5
2 |itdy 29,600.58] 27,329.83| 35,648.47 28.7
3 [Span 18,247.13] 21,034.70] 20,417.60 16.4
4 |United Sates 8,080.60] 5,473.93 6,260.47 5.0
5 |Garmany 5930.41] 5,123.42 6,106.82 4.9
6 |Audrdia 912.09] 1,524.25 2,221.28 1.8
7 |South Africa 324.18 284.22 382.00 0.3
8 |Portugd 174.60 139.50 123.03 0.1
9 |New Zedand 63.81 50.90 56.70 <0.1
10 |Audria 31.80 21.91 51.54 <0.1

Other 410.70 593.70 211.62 0.2
Totd 118,454.45] 106,971.44| 124,290.85| 100%
Value (Million Yen)

Rank Country 1999 2000 2001 ‘01 Share
1 [France 13,134.58] 11,460.37] 13,402.84 79.0
2 |ty 1,649.63 1,292.81 1,737.78 10.2
3 |Span 956.59 1,087.56 1,027.70 6.1
4 |United States 366.16 255.62 310.16 1.8
5 |Gamany 251.89 187.26 259.64 15
6 |Audrdia 64.00 105.50 164.75 1.0
7 |South Africa 15.38 12.01 17.79 0.1
8 |Czech Republic 0.0 1.76 7.99 <0.1
9 |New Zedand 5.55 6.11 6.86 <0.1

10 |China 0.0 0.0 6.12 <0.1
11 |Audria 2.93 1.37 4.95 <0.1
12 |Portuga 6.75 5.53 4.76 <0.1
13 |United Kingdom 10.38 8.03 411 <0.1
Other 18.99 17.00 8.44 <0.1
Totd 16,482.83] 14,440.93] 16,963.89] 100%

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
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Table4. Japanese Importsof Wine Coolers by

Country
Volume (Hectoliters)
Rank Country 1999 2000 2001 ‘01 Share
1 |United States 20,573.44| 16,121.66] 21,732.15 58.6
2 |Germany 7,427.84] 10,070.90 8,145.51 22.0
3 |France 1,535.19] 2,805.58 5,513.83 14.9
4 [|Thaland 666.79 416.88 466.45 1.3
5 |y 35.77 391.11 432.41 12
6 [Brazl 20.16 80.94 277.44 0.7
7 |Bdgium 49.38 91.35 166.34 0.4
8 |Span 462.18 130.50 155.70 0.4
9 J|Audrdia 0 0 109.21 0.3
10 |United Kingdom 15.30 48.00 86.89 0.2
Other 328.43 0 0 0
Totd 31,114.48] 30,156.92] 37,085.93] 100%
Value (Million Yen)
Rank | Country 1999 2000 2001 ‘01 Share
1 [|United States 441.02 385.03 437.51 47.0
2 |France 82.89 135.66 289.39 31.1
3  |Garmany 114.64 165.08 161.75 17.4
4 ity 1.31 8.64 13.17 14
5 [Thaland 11.67 7.20 8.11 0.9
6 |[Brazl 0.35 2.22 7.50 0.8
7 |Bdgium 1.90 3.13 5.09 0.6
8 [Spain 11.81 2.52 4.10 0.4
9 |United Kingdom 0.81 0.95 2.02 0.2
10 |Audrdia 0.0 0.0 1.62 0.2
Other 0.77 0.0 0.0 0
Totdl 673.30 710.42 930.24]  100%

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
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Table5. Japanese Bulk Wine Importsby Country

Volume (Hectaliters)

Rank Country 1999 2000 2001 ‘01 Share
1 |Argentina 76,500.50] 47,643.27] 50,640.64 26.5
2 |Bulgaia 97,763.63] 56,212.80] 28,410.38 14.9
3 [Chile 24,859.72] 14,720.10] 18,736.85 9.8
4 |Span 32,224.91] 14,846.23] 14,417.38 7.5
5 [Romania 52,472.10] 19,195.81] 13,544.66 7.1
6 |Yugodavia 36,580.53 6,511.27] 12,088.39 6.3
7 |France 20,457.24] 12,252.69 9,659.02 5.1
8 [South Africa 21,724.55] 19,299.50 9,592.97 5.0
9 [Macedonia 27,377.96] 21,678.46 7,501.16 3.9
10 |itdy 12,644.19 6,192.83 6,546.85 3.4
11 |United States 7,425.75] 10,145.12 6,273.65 3.3
12 |Brazil 1,399.53 1,171.74 5,464.36 2.9
13 |Hungary 19,509.75] 12,160.36 4,706.41 2.5
14 |Sovenia 2,744.98 1,264.99 1,267.36 0.7
15 |Audrdia 2,396.88 1,725.05 1,232.74 0.6

Other 19,920.87] 14,349.57 884.72 0.5
Total 456,003.09] 259,369.79] 190,967.54] 100%
Value (Million Yen)

Rank | Country 1999 2000 2001 ‘01 Share
1 |Argentina 830.05 447.99 489.28 21.6
2 |Bulgaia 1,247.29 638.91 293.02 12.9
3 [Chile 446.30 211.91 266.21 11.7
4 |Span 505.01 207.68 217.55 9.6
5 |France 416.70 244.65 188.04 8.3
6 |United States 210.51 222.04 167.13 7.4
7 |Romaenia 591.18 207.04 119.89 5.3
8 [Yugodavia 375.78 64.20 109.86 4.8
9 |itdy 191.06 91.15 96.21 4.2
10 |South Africa 268.64 198.99 87.54 3.9
11 |Macedonia 275.82 215.59 81.02 3.6
12 |Hungary 240.57 124.81 51.20 2.2
13 |Brazil 131.46 100.65 48.00 2.2
14 |Augrdia 33.81 22.28 18.94 0.8

Other 142.98 58.22 33.87 1.5
Totdl 5,907.16 3,056.11 2,267.76]  100%

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
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Table 6. Japanese Grape Must Imports by Country

Volume (Hectoliters)
Rank | Country 1999 2000 2001 ‘01 Share
1 JArgentina 80,318.36| 44,914.23| 50,11257| 88.6
2 [Pouth Africa 6,109.36| 3,982.23 3,261.23 5.8
3 [Chile 17.542.62| 10,485.32 3,158.49 5.6
4 United States 0.0 0.09 0.27] <0.1
Other 0.0 0.0 0.0 0
Total 104,047.34| 59,444.87| 56,532.56] 100%
Value (Million Yen)
Rank | Country 1999 2000 2001 ‘01 Share
1 JArgentina 1,896.53] 1,051.76 1,069.38] 89.1
2 [Chile 528.08 317.44 72.51 6.0
3 [Pouth Africa 118.41 72.95 57.93 4.8
4 United States 0.00 0.22 053] <01
5 [Span 1.35 0.0 0.0 0
Other 0.0 0.0 0.0 0
Total 2,544.37| 1,444.76 1,200.35] 100%

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
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Table 7. Japanese Vermouth Imports by Country

Volume (Hectoliters)

Rank Country 1999 2000 2001 ‘01 Share
1 |itdy 6,698.84 6,196.76 8,832.16 32.8
2 |United States 16,379.69] 11,696.20 5,011.13 18.6
3 [China 5,356.09] 4,838.96 4,635.74 17.2
4 |Span 6,170.13 5,107.23 4,375.53 16.3
5 [|France 3,002.81] 4,603.08 3,585.90 13.3
6 [Gemany 54.00 0.0 338.02 1.3
7 |United Kingdom 121.79 50.39 113.40 0.5
8 [|Augrdia 12.78 0.0 0.0 0
9 |[Bdgium 0.0 0.0 0.0 0
10 |Luxembourg 0.0 0.0 0.0 0

Tota 37,796.13] 32,492.62] 26,892.06] 100%
Value (Million Yen)

Rank | Country 1999 2000 2001 ‘01 Share
1 |itdy 264.76 231.38 302.21 37.3
2 |France 138.18 150.54 163.35 20.2
3 [China 144.47 123.25 130.54 16.1
4 |United States 427.51 337.90 116.76 144
5 [Spain 122.90 91.82 86.05 10.6
6 |Germany 1.02 0.0 6.16 0.8
7 |United Kingdom 4.83 1.78 4.28 0.5
8 [|Augrdia 1.65 0.0 0.0 0
9 |[Bdgium 0 0.0 0.0 0
10 |Luxembourg 0 0.0 0.0 0

Tota 1,105.32 936.67 809.35| 100%

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
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Table 8. Japanese Imports of Sherry/Fortified Wines by Country

Volume (Hectoliters)

Rank Country 1999 2000 2001 ‘01 Share
1 |Portugd 4,172.19 4,423.52 4,914.50 52.3
2 |Span 2,433.78 2,512.99 2,798.63 29.8
3 |y 971.25 1,016.50 966.25 10.3
4 |United States 257.29 292.07 267.72 2.8
5 |France 147.67 147.19 157.98 1.7
6 |Korea 0.0 0.0 152.10 1.6
7  |Germany 0.0 0.0 125.91 1.3
8 |United Kingdom 1.08 9.00 9.00 <0.1
9 |Audrdia 15.30 12.20 5.67 <0.1
10 |Greece 40.50 13.50 4,50 <0.1

Other 0.00 0.00 1.50 <0.1
Total 8,056.43 8,526.91 9,403.76]  100%
Value (Million Yen)

Rank | Country 1999 2000 2001 ‘01 Share
1 |Portugd 369.39 354.11 397.64 58.3
2 |Span 179.94 160.69 191.40 28.1
3 ity 40.24 39.50 40.43 5.9
4 |France 17.74 24.36 27.17 4.0
5 |United States 9.45 11.92 10.07 15
6 |[Germany 0.0 0.0 6.96 1.0
7 |Korea 0.0 0.0 4.64 0.7
8 |Ukraine 0.0 8.85 1.46 0.2
9 |Audgrdia 2.54 1.91 1.23 0.2
10 |United Kingdom 0.45 0.76 0.86 <0.1
11 |Greece 2.04 0.77 0.21 <0.1
12 |South Africa 0.53 1.31 0.0 0

Other 0.0 0.0 0.49 0.7
Totd 622.31 604.18 682.06] 100%

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
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