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JAPAN WINE MARKET ANNUAL REPORT

|. Introduction

1.1 Summary Highlights

The overall wine market

Japanese bottled wine imports rose to 133,460 kilolitersin 2004, an increase of 2.5 percent in both
quantity and value. Among wines, imported sparkling wine rose aremarkable 18.4 percent in
volume. Japanese acohol consumption reached its peak in 1996, and then gradualy declined due
to the declining economy, awider range of competing beverages, growing health consciousness,
and gricter laws regarding driving under the influence of acohol. Since the red wine boom of
1998, when wine consumption was & its highest, consumption rates have been flat or decreasing.
Neverthel ess, mid-to-long term consumption trends remain promising as younger consumers
gravitate toward wine, giving it alarger role in the Japanese diet. Deregulation of Japanese liquor
licensing has dso expanded the range of retail outlets handling wine and other acoholic

beverages.

Competition among exporting countries

The Japanese wine market is avery competitive, with more than 30 countries exporting to Japan
led by France, Itdy, and the United States. Imports from France, which fell in 2003, rebounded in
2004 with an increase of 6 percent by volume and recovery in market share to nearly 45 percent.
Almogt 16 percent of French wine imports were Beaujolais Nouveau, which benefits from mgor
promotiona efforts that have made it a big autumn seasond event in Jagpan. New World wine
countrieslike Audtrdia, Chile, Argentine, and New Zedand aso increased their wine exportsto
Japan in 2004. Audtrdian wine, in particular, made mgor stridesincreasing its profile and sdes
over the past year, and is now widely regarded as the key competitor for U.S. wine.

Further penetration of liquor sales deregulation

In September 2003, restrictions on issuing liquor licenses were lifted. While the Japanese
Government is dill restricting licensing in some regiond areas based on consderation of
competitive conditions and viability of local liquor stores, liquor licenses are now generdly being
granted upon application from supermarkets and convenience stores. This has expanded the
market for lower-priced wines, a segment in which US products are especidly strong. Asof
February 2005, 89.6 percent of dl the stores (2,404) of the mgjor 18 supermarket chains have
been granted liquor retall licenses, which is a 6.6 percent increase from the previous year.

1.2 Structure of thisreport

This standing report is designed to provide an overview of the Japanese wine market, with an
update on current trends and likely future developments for US wine exporters. While al of the
key import data tables have been updated, several figuresillustrating the market situation longer-
term are carried over from last year’ s report.

Section Il begins with an alcoholic beverage market overview that outlines overall alcohol
consumption trends. Section |1l broadly examines consumption trends in the Japanese wine
market in demographic and regional terms. Also provided is analysis of the domestic and
imported wine markets, along with a brief outline of maor wine exporters activities in the
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Japanese market. Section |11 concludes with an analysis of the distribution channels for wine and
their implication for US exporters. Section IV covers discussion of some major regulatory and

tax issues affecting the wine market in Japan.

The report also includes two appendices, the first of which provides information and references
on maor wine import regulations in Japan. The second is a selection of tables providing detailed

updated detigtica data on wine exports to Japan.

1.3 Glossary

Chu-Hi

Happoshu and
Third Beer

National Tax
Agency

Shochu

UNCLASSIFIED

A fruit flavored, ready-to-drink, carbonated cocktail with aliquor base
(e.g., vodka, shochu).

Happoshu is alow malt content beer that made its debut about ten years
ago as a chegp dternative to standard beer. Because it contains less malt,
happoshu avoids some of the draconian liquor tax that comes with the
same officid classfication as standard beer. Third beer is another
dternative dcohalic beverage to beer with no malt but other kinds of
ingredients like soy peptide. Third beer is currently classified as one of
severd miscdlaneous liquors with an even lower liquor tax than

Happoshu.

A government organization whose responsibilities include tracking
shipments of al types of liquor in Japan as well as adminigtering taxes on
aoohal.

A traditiona Japanese liquor that is a clear alcoholic beverage that can be
made from the didtilled spirits of various materiads such as potatoes, sweet
potatoes, barley, buckwhest, etc.

USDA Foreign Agricultural Service
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I1. An Overview of Japan's Alcoholic BeverageM ar ket

2.1 Japan's changing alcohol consumption

Alcohol consumption in Japan has increased significantly and steadily for several decades along
with Japan's rapid economic growth. Consumption subsequently leveled off, however, in the early
1990's as Japan entered a recession from which it has yet to fully recover (see Fig. 1). While the
economy has registered modest growth in 2004-05, overall acohol consumption has begun to
decline reflecting both demographic and lifestyle trends.

Some of the factors that influence and limit the growth of acohol consumption include the
country’s zero population growth, lower acohol consumption by younger generations, and
broader consumer beverage tastes.

Although wine consumption in Japan has grown significantly through decades, the wine share in
the total adcohol consumption is dill very small compared to other countries (see Fig. 3).

Fig. 1: Japan Alcohol Consumption
. 1960-2004
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Source: National Tax Agency

Wine: Wine consumption has been trending upwards since the 1960s, although it has experienced
severa booms and busts. During the “red wine boom™ of 1997/98, studies touting red wine's
health benefits excited consumer interest, causing consumption to double. After the boom ended,
however, consumption suffered a rebound decrease and has been hovering around its current level
for the past severd years. Most market observers remain confidant, however, that the picture for
wine long-term remains brighter than a coholic beverage market overall.

Beer, Happaoshu, and Third Beer: Though beer has traditionally accounted for more than half of

Japan's total alcohol consumption, since 1994 it has faced increasing competition from a cheaper,
low-malt beer variety called happoshu. More recently the tax saving “Third Beer”, which
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contains no mat, and consists of other base ingredients like soybeans or peas, emerged in the
market and reduced the market share of regular beers significantly. Both Happoshu and Third
beers are subject to lower liquor taxes and retail prices, which has prompted legidative debate
about streamlining the tax structure. Yet the total volume of beer and beer alternatives has been
decreasing due to changing drinking habits and consumers' tastes.

Sake: Consumption of sake, traditional Japanese rice wine, has been steadily declining during the
last half century due to greater availability of avariety of other alcoholic beverages, and changein
consumers drinking tastes and habits. In particular, ske is much kss consumed by younger
generations.

Shochu: Shochu, another traditional spirit, enjoyed a massive boom in recent years, brought
about by increased attention to its beneficial health effects, and a belief that its after-effects are
less severe than other alcoholic beverages. Stores and restaurants speciaizing in shochu have
gained popularity. Shochu mixes with various fruit juices, which are sold under the category of
Liquors and Fruit Wines, and are especially popular among younger generations and female
consumers.

Whisky and Brandy: Overall, whisky and brandy consumptiors have been considerably
decreasing for the last several years. At institutional outlets Shochu has been replacing whisky
and sake.

Spiritsand Liqueurs. Spirit consumption remains flat and ther total volumeis quite small
compared to other categories. Liqueurs are most frequently used in mixed drinks. They are
popular with women and many young people because of their sweet taste, lower dcohol content,

and image apped.
Fig. 22 Amount of Alcohol Consumption by Variety

(Yo=percentage share, vol= kiloliters)
Wine Sake Beer/Happaoshu Shochu Wiskey/Brandy

Year | vd) [B] (Vo) 9] (Vo) [ | (vd) [(¥)]| (Vd)

1995 | 26| 22,084 |22.0| 189,519 |38.5| 341,501 {19.0| 163,446 | 9.2 | 79,107

2000 | 4.7 | 39,862 |17.3| 147,892 |41.4| 354,306 (21.4| 183,124 | 6.8 | 58,621

2003 | 4.2 | 34,762 |15.1| 125,074 |38.8| 321,044 |27.6| 228,198 | 7.4 | 41,816

Note: Wblume given as 100% alcohol equivalent
Source: Monthly Statistics Journal of Food and Liquor
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Fig. 3: Cross-country comparison of adult per capita alcohol consumption

(liters per year)

Country Total . Wine. Wineasashare
consumption | consumption of total (%)

Portugal 16.6 7.2 43
France 13.3 8.3 62
Germany 12.5 3.3 26
South Africa 115 5.0 43
Spain 11.2 4.6 41
Audrdia 10.3 34 33
UK 9.7 2.3 23
Argentina 9.6 6.9 71
Ity 9.2 7.1 77
USA 9.1 1.7 18
Romania 8.0 34 42
Korea 6.8 >0.1 *
Japan 6.3 0.4 6
China 5.2 0.1 2

*: less than 0.5%
Note: Consumption volume is converted to 100% acohol equivalert.
Source: Alcohol Database, WHO

2.2 Demogr aphic breakdown of Japanese alcoholic bever age consumption

Statistics Bureau data of Japan’s household expenditures indicate that beer, including low malt
beer, accounts for nearly 50% of tota alcohol consumption among al age groups. Older
consumers spend more on sake and shochu, both traditional liquors, while people in the 30-39-
year-old range consume more wine than any other age group (see Fig. 4).

Fig. 4. Alcohol Bever age Expenditure Share by Age Group

2003
Age Group
| [
71~ | |
60~69 | ‘ OBeer *
50~59 Sake
. | | O Shochu
40~49 N | ‘ OWine
30~39 | ‘ Others
~29 | ‘

0% 200 40% 60% 80% 100%

* Including happoshu (low-malt beer), ** Chu-hi accounts for the bulk of this category
Source: Statistics Bureau of Japan

UNCLASSIFIED USDA Foreign Agricultural Service



GAIN Report - JA6501

Page 8 of 37

2.3 Geogr aphical breakdown of Japanese alcoholic beverage consumption
Tastes in dcohol vary with location. Most wine in Japan is consumed in mgor urban areas, with
more than 60% of premium wines consumed in Tokyo alone. In rural areas, however, beer, sake
and shochu remain the acoholic beverages of choice. On the other hand, 70 per cent of the total
population lives outside of the Metropolitan area. Cultivating those outside areas for wine is
important and effective for further market expansion. Historically, domestic wine in a large glass
bottle of low price was popular in rural areas, but wine markets across the nation continue to
progress and become more sophisticated.

Fig. 5-A: Consumption of wineand other alcoholic bever ages by prefecture
Total (per capita), FY2003

(Totd: ¥hill, per capitar ¥000)

Wine Beer/Happoshu Sake Shochu Total

Prefecture e Por Per Per Por
(capital city) Tota . Totd . Tota i Totd i Tota i

capita capita capita capita capita
Tokyo 77 7.6 383 | 38.0 79| 7.8 88| 8.7 724 71.7
Osaka 25| 35 260 | 37.2 45| 6.5 44| 6.2 434 | 62.1
Kanagawa
(Y okohama) 23| 3.3 164 | 234 37| 54 441 6.2 315 | 45.1
Hokkado 17| 39 135| 204 20| 64 | 37| 81 | 250| 54.3
(Sapporo)
Aichi (Nagoya) 14| 25 162 29.0 34| 6.2 29| 5.2 275 | 49.3
Fukuoka
(Kyushuu) 10 2.6 114| 28.3 23| 5.9 40| 10.0 208 | 519
Hyogo (Kobe) 11| 25 124 28.0 53| 6.7 23| 52 | 220 493
Nationd Totd 326 | 3.1 2,868 | 28.1 741 7.2 755 7.3 [5334| 521

UNCLASSIFIED
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Fig. 5-B: Wine sales as a per centage of sake sales
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Source: National Tax Agency

[11. Wine Market Overview

3.1 Consumption trends

Throughout its severa decades of steady expansion, the Japanese wine market has experienced at
least six surges in consumption. One such increase occurred when domestic wine first became
available for less than ¥2000 a bottle in 1978. Another spurt occurred in the late 1970s and early
1980s when sweeter German wines became popular. The Beaujolais Nouveau boom followed in
the late 1980s, and continues to be an important seasona demand.

The most important boost to the industry, however, came in the 1990s when a series of scientific
reports touting the health benefits of red wine suddenly sparked consumer interest in red wine.
When these benefits became widely known in Japan in 1998, consumption more than doubled
compared to 1996. However, this surge led to a buildup of excess inventories that took more than
two years to clear, causing a subsegquent bust—one that was exacerbated by stagnant to declining
consumption. By early 2004, most Japanese traders were predicting that the wine market had
bottomed out in 2003 and would begin to recover; however, as of 2004, overall wine consumption
remained at, or even a little below, 2003 levels (see Fig. 6). This sump was due mostly to
continuing declinesin domestic wines. Meanwhile, imports started to recover in 2004.

UNCLASSIFIED USDA Foreign Agricultural Service
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Fig. 6: Japanese Wine Consumption
1965 to 2004
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Source: Nationa Tax Agency

Though the 1980s and early 1990s, Japanese consumers showed a preference for sweet, fruity,
white wines, which accounted for more than half of all consumption. Following a boom in
1997/98 driven in part by links to hedlth benefits, however, red wine has taken more than a 60
percent share. In fact, the percentage of red and white has reversed in the past severa years.
Meanwhile, rosé has failed to catch on with consumers and its share dropped considerably (see
Fig. 7).

Fig. 7: Wine Consumption by Type, 1994-2003
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Fig. 8 shows annual expenditures on wine in Japan from 1994 to 2003. Though the average cost
per liter fluctuated over the entire period, prices have, overall, been diding downwards in the past
few years. This reflects both deflation in the Japanese economy as a whole and increasing sales of
more moderately priced New World and Cdifornia wines.

Note that while total spending on acohol declined significantly over the period, wine
consumption nearly doubled, expenditures on wine rose by close to 70 percent, and wine’s share
of the total acoholic beverage market doubled - from 3.0% to 6.4%. In short, Japanese
consumers are buying larger quantities of wine at overdl lower prices.

Fig. 8-A: Annual Expenditureson Wine, 1994-2003
Fiscd Year (April-March)

Total Wine Share of

Vear | EXPENditure | Quantity | Avg.cost per liter expenditure | - total alcohol
(¥hill) (000 hectoliter) ¥ on alqohol expenditure

(¥bill) %
1994 207 1,570 1320 6,860 3.0%
1995 211 1,700 1240 6,660 3.2%
1996 227 1,880 1210 6,540 3.5%
1997 329 2,820 1170 6,510 5.1%
1998 443 3,850 1150 6,360 7.0%
1999 401 2,940 1360 6,130 6.5%
2000 369 2,840 1300 5,880 6.3%
2001 349 2,730 1280 5,720 6.1%
2002 348 2,790 1250 5,468 6.4%
2003 326 2,483 1310 5,334 6.1%

Source: Nationd Tax Agency

Fig. 8-B: Shareof Winein Japanese Alcohol Expenditure

8%
7%
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5%
4%
3%
2%
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0% I T T T T T T T T T 1

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Source: Nationa Tax Agency
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3.2 Domestic wine

Domestic wines mainly target the low-end of the market, where average prices are lower than
¥500 and competition has grown in intensity since the introduction of several low-priced brands
from mgor Caifornia wineries, many of which are handled by Japan's maor liquor/beer
producers and distributors.

While domestic wines do maintain a significant presence; they are declining each year, and are
mostly concentrated in the lowend market, an extremely competitive segment including
American, Chilean, and Australian wine. Australian wines, in particular, have gained lower-end
shelf-gpace at retail including convenience stores.

In the firgt half of 2005, taxed delivery of domestic wine showed an increase of more than 10
percent because the figures include some non-wine beverages, such as other fruit wines and chu-
hi, which are classified under the same category as wine, sales of which have been continuously
incressing.

Fig. 9: Domestic wine shipments, 1999-2004*

Increase (or decrease)
Ye Voume from previous year
ear (000 hectoliters) P y

(%)
1999 1,252 (17.6)
2000 1,153 (7.9)
2001 1,101 (4.9)
2002 1,110 0.8
2003 975 (12.2)
2004 863 (11.5)

* ncludes some non-wine beverages, wine made from grape is estimated to account for two third
of these shipment.

Source: Nationd Tax Agency

The following table and chart reflect the fact that the domestic wine market is dominated by a few
large companies, with the top three accounting for nearly three-fourths of all sales. In 2004, taxed
delivery of domestic wine had declined by 10 percent compared with the previous year. However,
recently, the large domestic producers (i.e., Mercian, Suntory, Sapporo, and Kikkoman) have been
attempting to differentiate their products based on quality or other value-added attributes such as
health orientation, variety of fruit bases, organic, and additive-free wines, with less focus on
pricing. Those major producers are starting to see aclear distinction between their domestic wine
business and their imported wine saes.

UNCLASSIFIED USDA Foreign Agricultural Service
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Fig. 10: Market share of major Japanese wine manufacturers, 2002-2004

¢ million, %)

2002 2003 (estimated) | 2004 (forecast)

Sales Share Sales Share Sales Share
Mercian 18500] 3L9%]| 18600| 34.6%]| 18700] 36.4%
Suntory 15100 26.0%| 9,000|  16.7%| 6500| 12.6%
ng’ow 9400| 162%| 10,500 195%| 11000| 21.4%
Kikkoman 7300| 126%| 7500|  13.9%| 7.600| 14.8%
Asahi Beer 5350| 92%| 5650|]  1050%| 5800| 1L3%
Others 2350| 41%| 2,550 47%| 1,800|  35%
Tota 58,000| 100.0%| 53.800| 100.0%| 51,400 100.0%

Source: Fuji Keiza

Fig. 11 showsthat domestic wine sdes have been depending heavily on products lower than ¥500,
while imported wines target a higher price zone. With the low- priced wine market now being
penetrated by imports, magjor domestic producers have been shifting therr emphass from
moderately priced to premium wines, costing more than ¥1500 per bottle.

Fig. 11: Wine sales by pricerange, 2003

Total (Includingimports)

Less than ¥
500
18.2%

More than ¥
1000
34.9%

¥500 to
¥1000
46.9%

Total 2,558,000 hectoliter

* |ncludes some (about 1/3) non-wine products

Source: WANDS
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3.3 Imported wine

I mported wine accounts for more than 60 percent of all wine. Even in domestic wine, imported
bulk wine and grape must are commonly used as raw material. In terms of both volume and
value, bottled wines represent more than 70 percent of imports, which is the main part of the
trade discussed in this report.

Fig. 12: Breakdown of Japanesewine imports

(2004)
Volume Base Value Base
Tota 1,778,000 hectoliters Total 97,790 billion yen
Vermouth Grape Must Vermouth
Grape Must 0.7%  Sherry 11% 0.4% Sherry
4.0%
Bulk Wine 0.5% Bulk Wine 0.6%
8.5% 1.3%
Wine Coolers :
6.7% Wlnzelco/(zoler
Sparkling wine Sparkling wine

9.0% 22.3%

Bottle Wine
70.6%

Bottle Wine
72.1%

Source: Trade Statistics, Japan Customs

US wine exports to Japan achieved tremendous growth in market share between 2002 (10.9
percent) and 2003 (13.7 percent) and nearly maintained that level in 2004 (13.4 percent). This
breakthrough was fueled largely by the success of California wines selling for less than ¥1,000
per bottle. On the other hand, France's share, which once fell from 45.4 to 43.5 percent in 2003,
bounced back to 44.8 percent in volume in 2004. The growing popularity of Beaujolais Nouveau
red wine as a seasona event in the fall was an important factor increasing export volume from

France.

Among major exporters Italy and Germany have continued to lose market shares. Italian wine
exportsdecreased from 19.8 to 17.2 percent; Germany from 6.3 to 5.2 percent. On the other hand,
Spain ard Australia both increased their share in 2004: Spain from 4.4 to 5.0 percent, while

UNCLASSIFIED USDA Foreign Agricultural Service
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Audtralia dramatically increased its share from 4.0 to 5.2 percent. In 2005 (January to September),
Japanese wine imports have so far decreased by about 7 percent from the same period a year
earlier. Australian exports to Japan bucked this genera trend, continuing to expand largely due to
the increased export volume of the very popular and widely-distributed * Y ellowtail’ brand of table

wine
Fig. 13-A: Bottlewineimport share by country
2002 Total 1.36 mil. hectoliters Total 1.30 mil. hectoliters
Others Total 1.33 mil. hectoliters
23.1% .
Source: Trade Statigtics, Japan Customs
France
45.4%
Fig. 13-B: Share of Bottled Wine Imports by
Country,
Ity 2000-2004
20.6%
2003 2004
Others Others
25.9%
France France
43.5% 44.8%
Unit
States
Italy 13.4%
19.8% Italy
19.4%
Share of bottled wine imports by country (%)

2000 2001 2002 2003 2004
France 41.1 43.0 45.4 435 44.8
Italy 19.8 217 20.6 19.8 17.2
us 12.0 11.3 10.9 13.7 134
Chile 6.7 6.6 57 57 59
Spain 3.7 3.7 4.4 50 53
Audrdia 4.0 33 35 4.0 52
Germany 89 71 6.3 5.2 4.3

UNCLASSIFIED

USDA Foreign Agricultural Service



GAIN Report - JA6501 Page 16 of 37

Others 3.8 3.2 3.2 3.1 3.9
Total 100.0 100.0 | 100.0 100.0 | 100.0

Source: Trade Statigtics, Japan Customs

3.3.1 United States

US wine exports to Japan dramatically grew in 2003 by 20 percent in volume. This up trend
continued in 2004, but at a much more moderate pace of about 1 percent. The US volume growth
has largely depended upon increasing exports of lower-priced California table wines costing less
than ¥900 per 750 ml bottle. These bottles are being sold at supermarkets and liquor shops, which
include several magjor Caifornia brands — e.g. Carlo Ross, River Crest, Franzia, Almaden
Beringer and Papio, and are being distributed by major Japanese liquor companies. Another
driving force for US wine exports is the increasing presence of premium Cdifornia wines,
supported by promotional campaigns. Wines from other states, especially Washington and
Oregon, are growing even more rapidly from a small base, athough their shares are still very
amdl compared to that of Cdifornia

US export growth tailed off in the first 9 months of 2005, with volume growing dightly while
value declined over 6 percent. Overall imports of bottled wine showed modest growth in both
volume and vaue, rising 2.4 and 5.1 percent, respectively.

US wines predominantly target the lower end of the market. Although wines costing ¥1000 or
less makeup 55 percent of the Japanese wine market, they account for 80 percent of US wine
imports. Mid-range products (¥1,000 to ¥2,000) now account for roughly 16 percent of US sales.
How to develop more mid-range products especialy in the retail sector is an important challenge
for USwine. The market in this price range faces particularly tough competition from the French,
Italian, and Chilean wines that dominate the segment.

Sales of US premium wines are rising steadily and are well established in certain market sectors,
particularly in the mgor metropolitan markets where Japanese consumers’ wine knowledge has
expanded significantly. The “California Wine by the Glass” campaign, in which over 300
restaurants are serving California wines, along with other U.S. promotional efforts continue to
build awareness of these products and help encourage consumers to move upscale in their wine
selections. Washington wine, in particular, made significant progress for placement in Tokyo area
hotel and restaurant wine lists, and is now being recorded separately for the first time in trade
gatistics according to industry representatives.

3.3.2 France

For many Japanese wine drinkers, France is synonymous with wine. It offers a broad range of
products and is strong in al price segments. One of the wine categories that has been steadily
growing is Beaujolais Nouveau. This seasonal wine has become popular among Japanese
consumers, who are known to be especially fond of seasonal food products. The wine’s annual
November release has grown to be a highly anticipated event. The sales of Beaujolais Nouveau in
2004 reached a record volume of 1 million cases and accounted for more than 10 percent of total
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French wine imports. This helped drive a partid recovery in France' s market share versus the
ondaught of New World competitors.

3.3.3Italy

Italian wine exports to Japan exploded in the 1990s along with the growing popularity of Italian
cuisine and a sharp rise in the number of Itaian restaurants. As the Italian restaurant boom
peaked and subsides, sales have leveled off in recent years. Exports in 2004 again declined by 11
percent, the third consecutive decrease since 2001. Italian wines have been squeezed by price
competition at the lower end of the market while midrange products are also facing increasing
price pressure. Stricter enforcement of drunk driving laws also had arelatively stronger impact on
Italian wine, which depends heavily on restaurant sdes.

3.3.4 Chile

Chile, one of the most successful “New World” producers, emerged in Japan around 1998 as a
maker of reasonably priced, good quality wine. Excess inventories in subsequent years led to
steep price discounts and a “cheapening” of the country's brand image. Nevertheless, Chilean
wine maintains a sgnificant presence, especidly in retail outlets.

3.3.5 Germany

German wine exports to Japan, which are predominantly white wines, have fallen by 60% since
the red wine boom in 1998. While till significant and promoted aggressively, German market
share continues to shrink.

3.3.6Audralia

Audtralia is one of only afew countries that have shown steady growth for the past severd years.
Australian wine exports to Japan jumped 34 percent in 2004, and ane of the fastest growing
Audtralian brands in Japan is Yedlow Tail, which has dready gained immense popularity in the
United States.

3.3.7 Promotional activities of European and New World competitors

Various organizations established by US competitors are promoting ther wine exports to Japan
(See Fig. 14). Sopexais a French trade promotion organization for al food and drink products,
but nearly 95% of its budget is spent for wine. Ther activities range from TV ads to sommdier
contests. CIVC (Comite Interprofessonelle de Vin de Champagne), another promotiond
organization of France, specidizesin the promotion of Champagne and became independent from
SOPEXA in 1997. The ltdian Trade Commisson (ICE) promotes overdl Itdian export product
and wineisakey focus. The German Wine Foundation Japan Office was founded in 2000 and is
now focusing on promotion in the retail sector, especialy in department stores.

Fig. 14: Wine export promotion organizations of major countries
2004 budget Type of promationa

Country Name No. of staff (USS) dtivities*

France SOPEXA 12 7,000,000 1,234,5
ClvC 3 1,000,000 1,2,4,5

Ity ICE 3 600,000 1,24

UNCLASSIFIED USDA Foreign Agricultural Service



GAIN Report - JA6501 Page 18 of 37

Germany German Wine Foundation

Jopan office 3 1,000,000 1,234
Chile Chilean Embassy 1 200,000 2,4
Spain Spanish Embassy 2 1,000,000 1,234
Audrdia Wineof Audrdia 3 300,000 2,3, 4
SouthAfrica e, ISftUte of - South 2 200,000 2
Argentine Argentina Embassy 1 100,000 2
Portuga ICEP 2 200,000 1,4
Audria Austrian Embassy 2 300,000 2,4
Canada Canadian Embassy 1 50,000 2

*1. TV, magazine, newspaper, and other advertisement; 2.0rganizing seminars and other events; 3. PR activities in
restaurants or stores; 4. Trade shows participation; 5. Newsletters

Source: CaliforniaWine Institute

3.4 Digtribution channds
Nearly three-fourths of all wine consumed in Japan is sold at retail; the remainder moves through
restaurants, food service outlets, bars, and others.

Fig. 15: Wine sales by distribution channel
2003

Food servic
27%

Retail sales
73%

Source: Fuji Keizai

3.4.1 Retalil

Wine digtribution — as well as other alcohol distribution - is regulated under the Liquor Tax Law,
and is applied to retailers that hold liquor licenses. Domestic wine distribution is generadly a
three- or four-tiered system from manufacturer to retailer, with one or two wholesalers in
between.
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There are many types of retail distribution channels.

. Direct imports by Japanese domestic manufacturers (e.g. Suntory, Mercian).

. Imports through specidist trading companies.

. Direct imports by department store alliances or large discount stores that sell through their own
channels.

. Imports by specialist wine importers who sell products directly to consumers including mail
order and online sdes.

In the late 1980s, as some discount stores and importers started to import wine directly, the price
of imported wine in Japan eventually came down to the international market price. As more and
more low-price wines appear on the market, the sales share of supermarkets and convenience
stores will continue to grow. Liquor discounters are being impacted by the growing competition
from supermarkets as liquor license deregulation proceeds. Online retailers dominated by a
handful of companies have aso increased sales as they focus on small-lot shipments and other
methods of lowering logigtics costs.

The sales breakdown by retail distribution channel differs according to country of origin. US
wines have a fairly high proportion (57%) of sales at supermarket and discount stores. This
tendency reflects the rapid growth of lower-priced California wines that are mainly sold by these
kinds of retailers. Italian wine, on the other hand, depends heavily on in-restaurant consumption
(49%).

Fig. 16: Sales breakdown of bottle wine by retail distribution channel

100% @ Others
80% +— ] O Convenience stores
60% - I Supermarket +
Discount stores
40% - O Food service
20% -
0% 1 1 1 1 1 1
France Italy u.S. Chile Germany Spain Australia

Derequlation of liguor retail licensing

In September 2003, the Japanese government abolished restrictions that had limited the
distribution of retail liquor licenses. This long-awaited deregulatory measure had been expected
to boost the number of liquor-selling retailers throughout the country and have a profound impact
on the way acoholic beverages are sold in Japan. More than 20,000 shops applied for the license
just after the act was implemented.
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However, the deregulation took time to take effect. The main reason is that the government
enacted an “anti-deregulation measure” that tentatively restricted liquor license distribution in
certain areas to protect small liquor shops likely to be affected by the changes. This anti-
deregulation measure was adopted in regions that currently together account for 37.7 percent of
Japan’s total area, which the government has decided to continue to adopt through August 31,
2006.

Nevertheless, the number of convenience stores and super markets that sdll liquor has increased
dgnificantly. As of February 2005, 89.6 percent of al the stores (2,404 stores) of the mgjor 18
supermarkets are being granted liquor retail licenses, a 6.6 percent increase from the year before.
Likewise, 28,988 ouitlets of the mgjor convenience store chains, accounting for 86.5 percent of al
their stores, are licensed as of August 2005, up 3.9 percent from the same month of the previous
yedr.

The fallowing table shows the change in the number of liquor wholesders and retailers over
severd years. With the establishment of direct import channds, wholesalers have begun to play a
lessimportant role, and their numbers are declining. In addition, more than 25,000 small and
medium-scale liquor retailers have shut their doorsin the run-up to deregulation. Although the
table does not cover the movement later than April 2003, it is certain that the number of license
holders at retail has jumped. After accounting for the number of maor retail chains that had
acquired licenses as of November 2004, this amounts to nearly 190,000 retall license holders
compared to nearly 185,000 in 2003.

Fig. 17: Annual changein number of liquor license-holders (1997-2003)

Wholesdle Retall Tota
1997 17,117 166,883 184,000
1998 16,847 171,848 188,695
1999 16,627 175,095 191,722
2000 16,489 177,482 193,971
2001 16,250 176,873 193,123
2002 15,983 182,022 198,005
2003 15,755 184,567 200,412

Source: Nationd Tax Agency

All kinds of potential sales channdlsfor acohol have been created by deregulation, eg.
supermarkets, general merchandise stores, drugstores, and even Do It Y ourself home centers
(DIY) stores. Most new sales channels created by deregulation are likely to focus on lower-priced
products, where many mgjor US brands are well positioned.
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V. Key I ssues Affecting the Wine market
4.1 Mandatory inclusion of consumption tax in displayed price

Previoudy, Jgpan’'s 5 percent consumption tax had been excluded from price displays for all
commodities. However, in April 2004, the Ministry of Interna Affairs and Communications
implemented a law requiring the inclusion of consumption tax in al displayed prices. This
change significantly affects lower-end wines that are sold at targeted price-points. For example, a
wine cogting ¥498 must now be displayed with the less eye-catching price of ¥523.

4.2 Implementation of liquor sales deregulation

In September 2003, the Japanese government abolished restrictions that had limited the
distribution of retail liquor licenses. This long-awaited deregul atory measure had been expected to
boost the number of liquor-selling retailers throughout the country and have a profound impact on
the way alcoholic beverages are sold in Japan. However, the deregulation took time to take effect.
The nain reason is that the government enacted an “anti-deregulation measure” that tentatively
restricted liquor license distribution in ertain areas to protect small liquor shops likely to be
affected by the changes. This anti-deregulation measure was adopted in regions that currently
together account for 37.7 percent of Jgpan's total area which the government has decided to
continue to adopt through August 31, 2006. Nevertheless, the number of convenience stores and
super markets that sell liquor has increased significantly (see the previous section of deregulation).

4.3 Impact of proposed liquor tax reform and rate increases

The LDPtax pand isproposing aliquor tax reform package that would reduce the number of
liquor tax categories from ten to four. The new categories would consst of the following: 1)
Sparkling Liquor - beer, low mdt beer, third beer, chu-hi, etc; 2) Brewed Liquor - refined sake,
fruit wine, etc; 3) Didlilled Liquor - shochu, whisky, spirits, etc; and 4) Mixed Liquor - liqueur,
mirin (Japanese sweet wine for cooking), etc. A primary rationde for thisreformisto diminate
the current loophole resulting in much lower taxes for so-caled third (non-madt) beer, but it would
aso increase or decrease taxes on other products. If passed in the Diet, the legidation would take
effect in Japan fiscd year 2006.

As currently proposed, the tax rate for wine would rise 9.5 yen from the current 70 yen aliter.
Therate on sake, on the other hand, would fal 20.5 yen from the current 141 yen per liter. Asa
result, wine would be disadvantaged vis-a-vis sake, particularly given that nearly al sakeis
domesticaly produced and therefore faces no import tariff asis the case for the mgority of wine
consumed in Japan. Meanwhile, the tax rates on products with lower acohoal, such asthe third
beer and chu-hi beverages would be unified at 80 yen per liter, which would mean an increase of
4-5 yen per 350ml can. Third beer in a 350ml can now sellsfor around 125 yen, much lower than
regular beer or happoshu, for which taxes were increased afew years earlier.

4.4 Organic wine

European and American consumers are increasingly conscious of food safety and the environment.
Reflecting these concerns, many California wineries are producing organic grapes and wines. This
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trend toward a greater concern for the environment and food safety is also apparent in Japan
Consumers are showing increasing interest in organic products including wine, athough the
availahility of such products remains very limited.

Since 2001, foods and beverages must meet the requirements of the Japan Agricultural Standards
(JAS) law to be certified organic in Japan. US producers can arrange to be certified in the United
States under the USDA'’ s organic program, which is recognized by JAS. As for other imported
alcoholic beverages, the Japanese government recognizes the organic standards of certain
countries, including the United States. Despite the new JAS organic standards, some importers
complain that the rules are ambiguous and fail to meet consumer needs.

4.5 “Bouchonne” Cork Odor

One factor that has been retarding the growth and expansion of the wine market has been the
nuisance of opening corked bottles. Besides the cork opening issue, damage from cork odor that
has infested the wine (Bouchonne) is being heard more frequently. The adoption of the screw cap,
could smultaneoudy resolve these two issues, and thusis gaining interest by mgor importers

such as Mercian. The screw cap concept seems to be expanding not only in the New World, but
aso among traditiona countries, in part reflecting the tighter supply-demand stuation for cork
oak.

With the problem of lower quality corks increasing, the damage from Bouchonne is generating

increased discussion and adherents within Japanese industry. Replacement of natura cork with

things like synthetic cork, screw caps, and glass caps is being researched and Audtrdiais viewed

as progressive in its conversion to new cork systems. There is also a rumor that Chateau Margaux,
one of thetop 5 French chateaus, isusing its Pavillon Rouge to implement age testing with the

screw cap.
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Appendix |: Legal regulationsreated to thewinetrade

1. 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 wines imported as gifts or for sdle and other commercid purposes are subject to the Food
Sanitation Law. Import notification isalso required. Importers must submit a“Notification Form
for Importation of Foods, etc.” to the quarantine sation with jurisdiction over the port of entry.
Depending on the content of this noatification form and the import history of the wine, ingpection
may be required.

According to JETRO, if the wine is being imported into Japan for the firgt time, it may be
exempted from ingpection requirements at the quarantine sation if the importer attachesa
gatement of voluntary ingpection results performed in advance by officid |aboratories designated
by the MHLW, or by officid |aboratories in the exporting country. For detailson permissble
wine additives, please refer to the Japanese Food Sanitation Law
(Www.jetro.go.jp/se/e/standards regul ation/ food2003mar-e.pdf).

2. Labeling requirements

Fg. 18 ligslabding requirements for wine. Labeing must be in Japanese and must be attached
to the container in avisble location. Wine without required labeling may not be sold, displayed
with intent to sell, or used for other commercia purposes.
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Fig. 18: Labeling requirementsfor wine

Label Item Requirement Name of Statute*
Elra??]léd Wine, fruit wine, or sweetened fruit wine FSL
Food Name of substance (and usage category) of anti-oxidants or synthetic ESL
Additives preservatives, etc.
Alcohol Label must list the ethyl acohol content at 15°C as a percentage of total
Content volume rounded to the nearest percentage point. (Example: "14%" or "Over | LBA/IMSRILT
14% and less than 15%")
\C}grl‘}r?'é‘ef Listed in milliliters (ml) or liters (1) LBA/MSRILT, ML
Sparkling wine labels must state, "Contains carbonation,” or, "carbon dioxide
Type gés mixture.” LBA/MSRILT
Country of .-
Origin The country of origin AUPRMR
E(ﬂgngf Wines must list the name and address of the importer FSL LBA/MSRILT
Importer
Label must list the destination after remova from the bonded area or the
Destination location of the bottler or packager. However, a symbol may be used with the | LBA/MSR/LT
permission of the Ministry of Finance
(1) Blends of imported and domestic wine :
Wines made from mixtures of domestic and imported wines must list the wines gg:;gg%y Industry
in order of quantity. For example, "Made from domestic and imported wine."
(2) Geographic labeling Labeling standard
Geographic brand names such as Bordeaux and Chablis, whose product quality | based on
and reputation fundamentally arise from place of origin, can only be used on | LBA/MSR/LT and
products that actudly originate from the said region. ML
(3) Labeling to prevent consumption by minors Labeling standard
Other All liquor containers must clearly state that "Consumption of acohol by | based ont
Requirements | minors is prohibited,” or "Alcohol may only be consumed by those age 20 or | LBA/MSR/LT and
over." ML
(4) Promotion of recycling of liquor containers Law for Promotion of
Products packed in steel cans, duminum cans, and PET bottles must have a| Utilization of
mark on the container identifying the packaging materid type. Recycled Resources
(5) Warning of risks to pregnant and breast-feeding women
Pregnant and nursing mothers are advised that consumption of alcohol may | Voluntary Industry
adversdly affect their infant’s hedth. For example, “Drinking alcohol while | Standard
pregnant or breast-feeding may harm the detus or infant.”
* . Food Sanitation Law: FSL (http://www.jetro.qo.jp/se/e/standards regulation/ food2003mar-e.pdf)

- Measurement Law: ML (http://www.jetro.go.jp/se/export to japan/files/oto/o-44.html)
- Law Concerning Liquor Business Association and Measures for Securing Revenue from Liquor Tax:
LBA/MSR/LT (http://www.jetro.go.jp/se/export to japan/files/oto/o-31.html)
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- Act againgt Unjustifiable Premiums and Mideading Representation: AUPRMR
(http://www.jetro.go.jp/se/export to japan/files/std/s-10.pdf)

Source: JETRO Marketing Guidebook for Major Imported Products - Wine 2002
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3. Requirements under the new packaging recycling law

The Japanese government began full implementation of the Packaging Recycling Law in April
2000, which requires the industry to recycle dl paper and plastic packaging, glass bottles, stedl
and duminum cans, PET bottles, and other plastic and paper containers. Manufacturers,
digtributors, and retailers who manufacture and/or use the materials are responsible for recycling
costs. For imported products, importers are likely to be held responsible for such 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 gppropriate for less-expensive or early drinking wines that will be
consumed within two to three weeks after purchase. For premium wines, theindustry continues
to generdly use colored bottles despite added recycling costs. Green bottles pose the biggest
problem since thereis very limited use for them as arecycled product.

Current recycling charges by type of container, effective through FY 2005 (April-March), to be
paid to the Japan Containers and Packaging Recycling Association are asfollows:

Colorless glass ¥2,800/metric ton
Brown glass ¥4,800/metric ton
Green/other colored glass ¥8,000/metric ton
PET bottles ¥48,000/metric ton
Paper containers ¥19,200/metric ton
Plastic containers ¥73,000/metric ton
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4. Tariff and tax situation
WTO Uruguay Round tariff reductions

Import duties on wine were gradudly reduced with implementation of the WTO Uruguay Round
agreement. Thefina reduction came in April 2000, when, most notably, the tariff rate on bottled
wine was lowered to 15% (or ¥125/1, whichever isless with aminimum of ¥67/1) from its 1999
level of 21.3% (or ¥150.83/l, whichever isless with aminimum of ¥80.83). Reductionsin tariffs
on other wine categories have adso gone into effect, as summarized on the next page.

Tariff Rates on Wine (as of November 2005)

Bottled Wine
-HS220421020 (2L or less)
-HS220429010 (2L to 150L)

15% or ¥125/1, whichever isless with aminimum of ¥67/I
15% or ¥125/1, whichever isless with aminimum of ¥67/|

Sparkling Wine
-HS220410000

¥182/I

Wine Coolers
-HS220600221
(Other fermented beverage mixtures)

¥27/1

Bulk Wine
- HS220429090  (>150L)

¥45/1

Grape Must
-HS220430191
(1%+ dcohoal, lessthan 10%sucrose
by weight)
-HS220430200
(1% + acohol — other)

19.1%

¥45/|

Vermouth
-HS220510000 (2L or less)
-HS220590200  (1%+ acohol)

¥69.3/I
¥69.3/|

Sherry/Fortified Wine
-HS220421010

¥112/|

Source: Customs Tariff Schedules of Japan 2004, Japan Tariff Association
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Liguor Tax Law regulations

The liquor tax rate was increased by 30% for wine and 10% for sweetened wine in May 2003.
Thisincrease is reflected in higher prices for most dcoholic beverages and has resulted in adight
decrease of total dcohol consumption. Currently, additiona tax increases are being debated as
part of aliquor tax reform package (see Section 4.3 above for details)

Tax rate on wine before/after the tax increase

Per kiloliter Per 750ml bottle
Wine Before | 56,500yenvki 42yen/bottle
After 70,472yen/k 53yenvbottle
Sweetened Before | 98,600yenvki T4yen/bottle
wine After 103,722yen/kl* 78yen/bottle

*For liquors with an acohol content of 13 percent or higher, an additiona 8,644yen/kl (8,220yen
before increase) islevied for each percentage point above 12 percent.

Exchange Rates

The following exchange rates are used throughout this report:

2000
2001
2002
2003
2004
2005*

¥107.77 I1$
¥121.53 /$
¥125.31/%
¥115.93 /%
¥108.15 /$
¥108.48/$

¥00.22 /€
¥108.28 /€
¥118.99 /€
¥132.29 /€
¥133.92 /€
¥136.21 /€

(*Jan Oct average)

Source: US Treasury Department; Bank of Japan.
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APPENDIX Il: STATISTICAL TABLES

Table 1: Wineimports by type

Volume (000 hectoliters)

2005*
2002 2003 2004 % increase
(decrease)
Bottled Wine 1,360.3 | 1,301.9 | 1,334.6 242
HS220421020 (2L or less) 1,296.1 | 1,231.2 | 1,261.0 243
HS220429010 (2L to 150L) 64.2 70.6 735 4.0
Sparkling Wine 1332 1389| 1644 18.3
HS220410000 133.2| 1389 1644 18.3
Wine Coolers 46.7 91.7| 1227 304
HS220600221 46.7 91.7| 1227 30.4
Bulk Wine 1776 1625| 157.6 (2.9)
HS220429090 (>150L) 1776 1625 157.6 (2.9
Grape Must 60.7 67.0 74.6 115
HS220430191 (1%+ alcohoal, less than 0 0 0
10% sucrose by weight)
HS220430200 (1%+ alcohol - other) 60.7 67.0 74.6 115
Vermouth 211 17.8 13.6 (22.7)
HS220510000 (2L or less) 20.5 17.6 13.2 (23.6)
HS220590200 (1%+ acohol) 0.6 0.2 0.3 50.1
Sherry/Fortified Wine 8.5 8.6 8.7 14
HS220421010 8.5 8.6 8.7 1.4

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
* Based on January- September 2005 data vs. same period 2004

UNCLASSIFIED

USDA Foreign Agricultural Service




GAIN Report - JA6501

Page 30 of 37

(Table 1 continued)

Value (¥ mill)
2005*
2002 2003 2004 | % increase

(decrease)
Bottled Wine 78,900 | 80,355 85,213 51
HS220421020 (2L or less) 77,614 | 79,061 83,115 3.7
HS220429010 (2L to 150L) 1,286 1,295 1,343 51
Sparkling Wine 18,252 | 21,012 26,382 255
HS220410000 18,252 | 21,012 26,382 25.5
Wine Coolers 1,286 1,840 2463 33.8
HS220600221 1,286 1,840 2463 33.8
Bulk Wine 1,867 1,602 1,502 (6.2
HS220429090 ( >150L) 1,867 1,602 1,502 (6.2)
Grape Must 1,119 1,086 1,358 25.0

HS220430191 (1%+ acohal, lessthan 0 0 0

10% sucrose by weight) 0 0 0
HS220430200 (1%+ alcohol - other) 1,119 1,086 1,358 25.0
Vermouth 575 552 435 (21.1)
HS220510000 (2L or less) 567 548 430 (21.5)
HS220590200 (1%+ acohal) 8 4 5 52.3
Sherry/Fortified Wine 636 734 755 2.8
HS220421010itukus ... 636 734 755 2.8

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
* Based on January- September 2005 data vs. same period 2004
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Table 2: Bottled wine imports by supplying country

Volume (000 hectoliters)
2004 2005*
Rank | Country 2002 2003 Volume | Share (%) % increase
(decrease)
1 | France 617.2 | 566.0 | 601.4 44.8 6.0
2 |y 280.1 | 257.9 | 230.6 17.2 (10.9)
3 United
States 1483 | 1785 | 180.3 134 0.5
4 | Chile 78.2 74.1 79.3 59 7.1
5 | Span 59.7 65.4 71.7 5.3 5.6
6 | Audrdia 48.2 52.4 70.3 5.2 33.1
7 | Germany 85.5 67.3 58.0 4.3 (14.5)
8 South
Africa 15.8 15.0 135 1.0 (10.2)
9 | Argentina 6.6 7.0 9.2 0.7 30.5
10 | Portugd 4.1 4.0 8.1 0.6 (3.8)
Others 16.7 14.3 20.9 1.6 41.1
Tota 1360.3 | 1301.9| 13433 100 24
Value (¥ mill)
2004 2005*
Rank Country 2002 2003 Value Share (%) % increase
(decrease)
1 | France 46,842 | 48,051 | 52,885 62.1 9.7
2 | ltdy 12,440| 12,782 | 11,491 135 (10.2)
3 United
States 6,618 | 6,486 6,072 7.1 (6.4)
4 | Audrdia 2,059 | 2,468 3,337 3.9 34.9
5 | Gemany 3,492 | 3,186 2,973 35 (6.7)
6 | Chile 3,273 | 2,936 2,904 34 (1.0)
7 | Span 2,038 | 2,343 2,600 3.1 2.5
8 | Portuga 496 592 586 0.7 0.7
9 South
Africa 563 535 498 0.6 (7.0)
New
10 Zedland 280 341 444 0.5 30.1
Others 996 930 1,423 2.18 41.5
Totd 78,900 | 80,355 | 85,213 100 511

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
* Based on January- September 2005 data vs. same period 2004.
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Table 3: Sparkling wineimports by supplying country

Volume (000 hectoliters)
2004 2005 *
Rank | Country 2002 | 2003 Share % increase
Volume

(%) (decrease)

1 France 55.1 61.3 72.1 43.9 17.8
2 Ity 39.7 38.7 43.8 26.6 13.3
3 Spain 20.6 19.1 27.4 16.7 44.2

4 United

States 7.6 8.1 9.1 55 12.8

5 | Germany 6.6 7.2 6.5 4.0 (10.4)
Others 3.6 4.6 55 3.3 59.4
Totd 133.2| 138.9 164.4 100 18.3

Value (¥ mill)

2004 2005*
Rank | Country 2002 2003 Share % increase
Value (%) (decr ease)

1 France 14,235 | 16,943 | 21,237 80.5 25.3
2 Ity 2,071| 2,074 2,528 9.5 21.9
3 Span 1,082 | 1,076 1,591 6.0 479
4 Germany 293 355 329 1.2 (7.3)

5 United

States 335 266 311 1.1 16.6
Others 239 297 386 1.7 78.8
Totd 18,256 | 21,012 | 26,382 100 25.5

Source: World Trade Atlas, based on Japan Customs data (CY January - Decembey).
* Based on January- September 2005 data vs. same period 2004.

UNCLASSIFIED

USDA Foreign Agricultural Service



GAIN Report - JA6501

Page 33 of 37

Table4: Wine cooler imports by supplying country

Volume (000 hectoliters)
2004 2005 *
Rank | Country 2002 | 2003 Voume | Share % increase
(%) (decrease)
1 | Chima 0.0 44.9 78.8 64.2 75.7
2 United
Sates 29.5 31.6 20.7 16.9 (34.6)
3 | France 6.7 9.3 12.9 10.5 39.3
4 | Germany 8.8 4.1 4.9 4.0 19.9
5 | Span A1 0.0 3.1 2.5 0.0
Others 1.3 0.7 2.3 1.9 66.5
Totd 46.7 91.7 122.7 100 33.8
Value (¥ mill)
2004 2005 *
Rank | Country 2002 | 2003 Share % increase
Volume
(%) (decrease)
1 | China 0 546 943 37.9 72.8
2 | France 397 593 934 11.9 57.6
3 United
States 654 551 294 38.2 (45.6)
4 | Germany 188 108 131 5.3 21.0
5 | Span 2 0 95 3.8 0.0
Others 38 18 66 2.9 72.0
Totd 1,286| 1,840 2,463 100 33.8

Source: World Trade Atlas, based on Japan Customs data (CY January- December)
* Based on January- September 2005 data vs. same period 2004.
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Table5: Bulk wine imports by supplying country

VVolume (000 hectaliters)
2004 2005 *
Rank | Country 2002 | 2003 Share % increase
Volume
(%) (decrease)
1 | Chile 304 | 424 55.6 35.3 31.3
2 | Argentina 488| 53.1 51.6 32.7 (0.7)
3 | France 15.6 9.4 10.2 6.5 9.0
4 | Bulgaia 30.0 19.3 10.1 6.4 (47.2)
5 | Span 7.4 7.0 5.6 3.6 (19.9)
6 | Ity 12.7 6.9 4.7 3.0 (31.3)
7 Romania 4.6 2.7 3.7 2.3 38.6
8 | Braal 15 1.4 3.2 2.0 118.3
9 United
States 4.8 4.8 3.0 1.9 (36.9)
10 | South
Africa 7.0 3.1 2.9 1.8 (7.2)
Others 10.3 7.2 7.0 4.4 51.1
Totd 177.6| 1625 157.6 100 (2.9
Value (¥ mill)
2004 2005 *
Rank | Country 2002 | 2003 Share % increase
Volume
(%) (decrease)
1 | Chile 310 398 481 32.0 20.9
2 | Argentina 391 360 358 23.8 (0.5)
3 | France 261 193 223 14.8 15.7
4 | Bulgaia 285 158 96 6.4 (38.9)
5 |ltdy 154 114 67 4.4 (41.0)
6 | Span 94 88 61 4.0 (30.6)
4 United
States 84 83 50 3.3 (40.2)
8 | Romania 47 30 38 2.55 26.8
9 | Brazl 16 10 27 1.8 159.4
10 South
Africa 59 25 26 1.7 6.54
Others 122 84 75 5.3 72.0
Totd 1,867 | 1,602 1,502 100 (6.2

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
* Based on January- September 2005 data vs. same period 2004.
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Table 6: Grape Must imports by supplying country

VVolume (000 hectoliters)
2004 2005*
Rank | Country 2002 2003
Voume S(tgzr)e % increase (decrease)

1 Argentina 49.5 50.2 52.6 70.5 4.8
2 Chile 8.1 11.6 17.1 22.9 47.7
3 South

Africa 3.0 4.9 45 6.0 6.7

Others 0.1 0.3 04 0.5 47.7

Totd 60.7 67.0 74.6 100 115

Value (¥ mill)
2004 2005*
Rank | Country 2002 2003
Vaue | Share(%) | % increase (decrease)

1 Argentina 876 738 888 65.4 20.3
2 Chile 183 263 393 28.9 49.5
3 South

Africa 50 74 67 5.0 (9.8)

Others 10 11 10 0.7 35.0

Totd 1,119 1,086 1,358 100 25.0

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
* Based on January- September 2005 data vs. same period 2004.
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Table 7: Vermouth imports by supplying country

Volume (000 hectoliters)
2004 2005*
Rank | Country 2002 | 2003 Voume Share % increase
(%) (decrease)
1 | ltdy 5.3 5.8 4.6 33.8 (22.2)
2 | Span 6.5 4.5 3.4 25.0 (24.7)
3 | China 3.3 34 2.8 20.6 (25.5)
4 | France 2.4 33 2.4 17.6 (15.8)
5 | Gamany 0.8 0.6 0.4 2.9 (40.9)
Others 2.7 0.1 0.0 0.0 106.4
Tota 21.0 17.8 13.6 100 (22.7)
Value (¥ mill)
2004 2005*
Rank | Country 2002 | 2003 Share % increase
vaue | "y (decr ease)
1 | Ity 184 204 162 36.1 (21.8)
2 | France 113 165 130 30.0 (20.8)
3 | China 96 87 70 16.1 (19.4)
4 | Spain 111 85 65 15.0 (23.7)
5 | Germany 12 9 7 1.5 (23.9)
Others 5 5 (1.0) 1.3 88.5
0| Totd 575 555 435 100 (21.1)

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
* Based on January- September 2005 data vs. same period 2004.
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Table 8: Sherry/fortified wineimportsby supplying country

Volume (000 hectoliters)
2004 2005*
Rank | Country 2002 2003 Share % increase
Volume

(%) (decrease)

1 Portugal 4.2 45 47 54.0 5.7

2 Spain 29 25 2.4 27.6 (1.1

3 Italy 0.9 0.8 0.9 10.3 11.2
4 United

States 0.2 0.4 0.3 34 (24.1)

5 France 0.4 0.4 0.3 34 (28.7)

Others 0.1 0.1 0.1 1.1 38.4

Totd 8.5 8.6 8.7 100 1.4

Value (¥ mill)

2004 2005*

Rank | Country 2002 2003 Share % increase

vaue | "y (decr ease)

1 Portugd 339 424 448 59.4 5.8

2 Span 198 195 206 27.2 5.2

3 Itay 40 46 45 5.9 (3.4)

4 | France 45 48 38 5.0 (21.3
5 United

States 8 14 10 13 (3L.1)

Others 6 6 8 1.2 47.6

Totd 636 734 755 100 2.8

Source: World Trade Atlas, based on Japan Customs data (CY January - December).
* Based on January- September 2005 data vs. same period 2004.
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