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"What opportunity does Australian Quality Sparkling Wine have to gain market share against Champagne?"

With 23.7% market share by value, Australia continues to dominate the UK wine market for still wines and has once again strengthen its position over the last year. But as far as sparkling wine is concerned, Australia is trailing far behind the European fizz specialists Spain, France and Italy.

This may have been regarded as a marginal market in the past, but while sales of still wine are slowing down, sales of sparkling wine are growing steadily (7% by volume on last year), attracting a lot of interest from producers eager to get a share of this more profitable category. 
The sparkling wine market is currently in the hands of Cava and Champagne. Cava leads the off-trade by volume with 38.4%, followed by Champagne at 30.7%. But Champagne, with its top position on the on-trade and by value, is the overall leader of the category. In 2005 Champagne shipments in the UK reached an all-time record 36,765,884 bottle, rising 4.07% by volume and 8.42% by value.  
So is there any opportunity for Australian producers to compete against Champagne?
At first sight, Champagne seems to hold a very strong position but there are some uncertainties regarding sustainability of growth. With such demand over the last decades (sales in the UK have treble in the past 30 years and new export markets are emerging), Champagne is facing an unprecedented stock shortage. To respond to high demand, the Champenois have had to draw into reserve stock but this can only work as a short-term solution. There are plans to raise volume by raising the yields and extending the appellation. But these are only proposals and it would take years to see the results of their implementation.

In the future, growth will need to come from value rather than volume. But increasing demand and high grapes price are pushing the bottle price higher and higher. Resellers cannot indefinitely absorb the price rise by reducing their margins, and there is so much one would pay for a bottle of Champagne. 
No one knows yet how these issues of will be addressed, but one could think that Champagne producers may soon want to prioritise others markets at the expense of the UK. Despite being the number one export market for Champagne, the UK has a low average bottle price of €12.95, far below the ones of Italy (€20.64), Japan (€18.48) and the US (€17.47). Growth in the UK market is only the tip of the iceberg for Champagne. New markets with higher margins are coming into play and in a situation of limited availability, the Champenois may decide to reduce UK allocations and concentrate their efforts on more profitable markets. 
Another solution for the Champagne houses is to focus on high-margin products like vintage and special cuvees. In the past few months, several brands have released their own premium Champagnes to capitalise on an effervescent market.

So Champagne may have to rethink its position at the £10-15 mark which opens a door for others producers to take advantage of the fizz craze. The market for sparkling wine has grown by 7% last year, when sales of Champagne were only up by 4% in 2006 and down 1% in 2006. In the Champagne category, the two leading brands Moet & Chandon and Veuve Clicquot have performed strongly whereas the likes of Lanson, Laurent-Perrier and Bollinger have seen their sales go down to various degrees.
A rapid look at Spain and Italy, the two other main importers of sparkling wine in the UK, shows that they have not really benefited from higher demand. Spain is holding onto its position of leader, with volumes up by 2% on last year. But cava is mainly restricted to low-margin, low-priced areas, with a strong presence both off- and on-trade and in the own-label business. Sales of Italian sparkling wines have fallen by 2%. Despite increased demand for Prosecco, Italy is not in a position to compete with Champagne and is also confined to entry-level market. 
The big surge in sales effectively benefited the New World, with Australia leading the campaign to conquer the expanding sparkling wine market. Many products have been launched in the last couple of years, some with impressive results. The undisputed champion is without doubt Jacob’s Creek Brut (Pernod-Ricard group) which, two years after being launched is already fighting the top of the table. It is now best-selling sparkling wine in the off-trade, and overall third by volume behind the giants Moet & Chandon and Veuve Clicquot. In terms of value, it ranks fifth and is quickly closing the gap behind Freixenet and Lanson.
Australia seems to have seize a great opportunity and found its niche at £7-10, perfectly filling the gap between Cava at the lower-end and Champagne at the top of the market. Where does it go from now?
The first step will be to try and develop a positive image for its sparkling wine by building on its achievement with still wine: quality, consistency, volumes, strong brand image are key to success in the sparkling wine market and this is exactly what Australia can offer to the UK consumer. With the necessity for the Champenois to rethink their place at the cheap end of the scale, it will not take long before Australian sparklers completely dominate the mid-range market. 

Clearly Australia has set its sight on conquering this area. All major brands already have at least one sparkling wine in their range (Hardys NV Chardonnay Pinot Noir, Wolf Blass Sparkling Yellow Label…) and Australia’s share by value grew by 23% last year. Not only that, but it seems that Australia aims even higher and wants its share of the top end of the market traditionally exclusively in the hands of the Champenois. Jacob’s creek has just released a vintage version of its sparkling wine and although it is not the first vintage sparkling from Australia being made, it is the first from a major brand to be launched with big marketing budgets.
Can the Australian take a share of the sparkling wine market from Champagne? They definitely have opportunities to establish themselves in the £7-12 area. But can they beat Champagne on its field and conquer the luxury market? No one has succeeded here before, but they are ready to give it a try.
