=0
2V Ha rtleys

hartleys.com.au

NEW SOUTH WALES
Sydney

Tel: +61 2 9338 2888
Fax: +61 2 9338 2800

North Sydney
Tel: +61 2 9455 7888
Fax: +61 2 9455 7800

QUEENSLAND

Brisbane
Tel: +61 7 3845 9100

Fax: +61 7 3845 9190

Gold Coast
Tel: +61 7 5538 4949

Fax: +61 7 5538 4939

Mackay
Tel: +61 7 4969 4888
Fax: +61 7 4969 4800

Maroochydore
Tel: +61 7 5456 7888

Fax: +61 7 5456 7800

SOUTH AUSTRALIA
Adelaide

Tel: +61 8 8218 2888
Fax: +61 8 8218 2800

VICTORIA
Melbourne
Tel: +61 3 9222 2888
Fax: +61 3 9222 2800

Mornington
Tel: +61 3 5970 3111
Fax: +61 3 5975 5244

WESTERN AUSTRALIA

Perth
Tel: +61 8 9268 2888
Fax: +61 8 9268 2800

Fremantle
Tel: +61 8 9239 2888
Fax: +61 8 9239 2800

Website
www.hartleys.com.au

Beverages
6 May 2002

Australian wine shipment update

Summary

e Australian domestic wine shipments rose 2% in March vs pcp to 3.6M cases. This was disappointing given:
the weak yoy comparative, Easter falling in March, and increased domestic competition.

e We believe the flat domestic wine shipment data reflects that consumers are directing their discretionary
dollar to purchase household and recreational goods rather hospitality and services (including wine).

e Bottled wine shipments remain weak—a concern for both large and small producers. For the large
producers domestic sales provide the foundation for their international growth, while many small producers
are wholly reliant on the domestic market.

e Export volume growth has maintained the robust momentum witnessed 1H02. ABS shipment data recorded
a 33% increase in total export volumes in March 2002 to 4M cases. The UK and key North American and
Scandinavian markets all experienced strong double -digit volume growth.

e Australia is now shipping more wine internationally than in the domestic market.

Key points — March 2002

Australian domestic wine shipments (original data) rose 2% in March to 3.6M cases —assisted by positive
volume growth from bottled white and red table wine, red soft pack and sparkling wine. We had anticipated
stronger, high-single-digit growth this month given: weak yoy comparatives (Mar 01 grew -2% vs pcp), an early
Easter (29 Mar—1 Apr), and increased domestic competition, driven by SRP.

YTD (Jul 01 —Mar 02) wine shipment growth remains flat vs pcp (32.3M cases), and below our forecast
growth (+2%). Interestingly this weakness is paralleled in the weak growth trend witnessed in hospitality and
services retail turnover (as per ABS 8501.0). YTD consumers ' discretionary spend appears to be directed towards
household goods, recreational goods, and clothing and soft goods —despite aggressive price promotion. We
guestion whether our FYO02 target will be achieved given 4Q01 ’s robust +13.5% volume growth.

The momentum witnessed in February bottled table wine shipments (+16% vs pcp) stalled in March, with
shipments rising only 2.5% vs pcp . This was a disappointing outcome given the weak growth in the comparative
period (-1%). This slower growth was common to both white (+2% vs pcp) and red (+3% vs pcp) styles. Given the
promotional offers currently available (eg Rosemount’s 16 bottles for the price of 12, plus cooler), we had
anticipated stronger volume growth from this category in March.

Southcorp s re-entry into the soft pack market did not stimulate volume growth in March . Total soft pack
volumes rose 4% vs pcp. The positive growth was driven by a 15% lift in red soft pack. White soft pack volumes

fell 1% vs pcp. Soft pack volumes have risen 3% YTD (Jul 01 —Mar 02) vs pcp, which is ahead of our +1.3%
forecast and the five-year historic trend (+2.3%). We currently attribute this to the increased breadth of varietal
offer and packaging sizes, rather than the increased competition as SRP has only just launched its Lindemans and

Queen Adelaide 3 litre offerings.
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Sparkling wine continues to slowly regain the volume growth lost following the Millennium inventory
overhand and the introduction of GST. Total sparkling shipments rose 2% in March vs pcp, although growth
remains negative YTD (-5.7%). The strong growth in ready-to-drink (RTD) beverages, particularly amongst
female 18-25 year olds, has constrained growth in bulk -fermented sparkling wines (ie those retailing sub
A$7.00). Southcorp is the primary producer affected in that category.

The ABS made no revisions in March to historic domestic Australian wine sales data.

In March Australian wine producers exported 4.0M cases, which represents a lift of 33% using ABS
comparative data (+18% using AWEC data). YTD (Jul 01—Mar 02) export volume growth is tracking around
20%. North American shipments were strong in March with US shipment volumes rising 70% vs pcp and Canada
+34%. The strong lift in March US shipment data echoes the acceleration in category volume growth recorded by
AC Nielsen over the March quarter. For the 13 weeks to 13 April 2002 the Australian category grew 26.3%, which
is nearly double the 14.7% growth rate recorded for the 13 weeks to 19 Jan 2002.

Other strong growth markets included: Netherlands +115% vs pcp, Denmark +37% and UK +9%. Shipment
volumes into the UK have retained momentum YTD (Jul 01 —Mar 02), rising 17% vs pcp (FYO1 volume growth
+18%). We believe this reflects Australian producers early recognition that premium wine has evolved into a fast

moving consumer good (FCMG) in the UK, and producers’ willingness to work with retailers and deliver the
requisite promotional support. This is relevant, as UK retailers have identified wine as a growth category with the

potential to drive profit growth above GDP. Shipment growth to the UK is currently tracking ahead of our 15.5%

target.

For the first time in seven months, import volumes fell 6% vs pcp, which was driven by an 11% fall in

table wine imports.  YTD (Jul 01—Mar 02) total imports have risen 13% vs pcp. Retailer feedback suggests some
consumers of super premium wines are switching from Australian super premiums to imports, with a preference
for Italian wines. This switch will place added pressure on small producers that rely on the domestic super
premium market. Super premium sales growth has slowed over the past 12 months and many producers are
holding excess inventory from the high volume V01 harvest.

Hartleys Limited ABN 67 009 136 029 Member of Australian Stock Exchange Limited. Licensed Securities Dealer.



i’g;}::ﬂartleys

TABLE 1: AUSTRALIAN AND IMPORTED DOMESTIC WINE SHIPMENT GROWTH

June year ended 1999 2000 2001 FO2 YTD 2002E( 2003E  2004E  2005E CAGR CAGR
growth 1996-01 2001-05E

Case volumes (m)

Table wine — bottled (1) 13.0 14.8 16.1 12.4 16.9 18.2 19.4 20.8

Table wine — soft pack (2) 18.1 18.7 19.5 14.9 19.7 20.0 19.9 19.9

Sparkling wine 3.6 3.6 3.4 2.7 3.3 3.4 3.4 3.4

Fortified wine 2.7 2.6 25 1.6 2.3 2.3 2.2 21

Domestic sales of Aust wine 38.7 41.0 429 32.3 43.8 452 46.4 47.7

Imported wine (3) 2.7 2.2 1.4 13 1.3 1.3 1.4 15

Shipment growth

Table wine — bottled (1) 10.6%  13.5% 8.9% 1.8% 5.3% 7.2% 7.0% 7.0% 11.4% 6.6%

Table wine — soft pack (2) -2.4% 3.5% 4.2% 2.9% 1.3% 1.2% -0.1% 0.0% 2.3% 0.6%

Sparkling wine 5.0% -0.1% -5.9% -5.7% -2.0% 0.5% 0.5% 0.5% 0.3% -0.1%

Fortified wine -2.7% -3.9% -3.5% -5.7% -5.0% -3.0% -3.0% -3.0% -3.0% -3.5%

Domestic sales of Aust wine 2.8% 6.0% 4.6% 0.1% 2.1% 3.2% 2.6% 2.8% 4.5% 2.7%

Imported wine (3) -5.2% -19.3% -34.8% 12.9% -5.0% 0.0% 6.0% 6.0% -8.8% 1.6%

NOTES:

1. FOO bottled shipment growth artificially lifted by ABS' inclusion of Cellarmaster's own wines. Unable to adj historic data.

2. FOO soft pack growth assisted by some producers moving back to use of Australian reds. During 1997 and 1998

red soft pack was supplemented by Spanish and Chilean reds.

3. Includes table wine, sparkling & other. Growth forecasts are based on Aust supply scenario and ASSIRT's AUD rate forecasts

Source: ABS Cat No 8504.0 and ASSIRT Equities Research
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Disclaimer and Disclosure of Interest

This publication has been prepared by ASSIRT Equities Research Pty Limited (ACN 085 293 910) (“ASSIRT Equities”) a
licensed securities dealer. Hartleys Limited (ACN 009 136 029) (“Hartleys ") has not had any involvement in the research
for, or preparation of, any part of this publication. Hartleys may have published a differing or contradictory opinion, advice
or judgement in respect of the securities included in this publication. Whilst the information contained in this publication
has been prepared with all reasonable care from sources which ASSIRT Equities believes are reliable, no responsibility or
liability is accepted by ASSIRT Equities or Hartleys for any errors or omissions or misstatements however caused. Any
opinions, forecasts or recommendations reflects the judgement and assumptions of ASSIRT Equities as at the date of
publication and may change without notice. ASSIRT Equities and Hartleys, their officers, agents and employees exclude
all liability whatsoever, in negligence or otherwise, for any loss or damage relating to this document to the full extent
permitted by law. This publication is not, and should not be construed as, an offer to sell or the solicitation of an offer to
purchase or subscribe for any inv estment. Any securities recommendation contained in this publication is unsolicited
general information only. Neither ASSIRT Equities or Hartleys are not aware that any recipient intends to rely on this
publication or of the manner in which a recipient intends to use it. In preparing our information, it is not possible to take
into consideration the investment objectives, financial situation or particular needs of any individual recipient. Investors
should obtain individual financial advice from their investment advisor to determine whether recommendations contained
in this publication are appropriate to their investment objectives, financial situation or particular needs before acting on
such recommendations. This publication is not for public circulation or reproduction whether in whole or in part and is not
to be disclosed to any person other than the intended recipient, without obtaining the prior written consent of ASSIRT
Equities.” ASSIRT Equities and/or Hartleys, their officers, employees or its related bodies corporate may, from time to
time hold positions in any securities included in this report and may buy or sell such securities or engage in other
transactions involving such securities. ASSIRT Equities and Hartleys, their Directors and associates declare that from
time to time they may hold interests in and/or earn brokerage, fees or other benefits from securities mentioned in this
publication. ASSIRT Equities, its officers, employees and its related bodies corporate have not and will not receive,
whether directly or indirectly, any commission, fee, benefit or advantage, whether pecuniary or otherwise in connection
with making any recommendation contained on this web site. ASSIRT Equities discloses that from time to time, it or its
officers, employees and its related bodies corporate may have an interest in the securities, directly or indirectly, which are
the subject of these recommendations; may buy or sell securities in the companies mentioned in this publication; may
effect transactions which may not be consistent with the recommendations in this publication; may have directorships in
the companies mentioned in this publication; and/ or may perform paid services for the companies that are the subject of
such recommendations.

St George Bank Limited is the majority shareholder in ASSIRT Equities Holdings Pty Ltd (ACN 088 283 809).
HOWEVER, UNDER NO CIRCUMSTANCES, HAS ASSIRT EQUITIES BEEN INFLUENCED, EITHER DIRECTLY OR
INDIRECTLY, IN MAKING ANY RECOMMENDATION CONTAINED ON THIS WEB SITE.

This information must be read in conjunction with the Legal Notice which can be located at
http://www.aer.com.au/disclaimer.asp
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