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Direct-to-Consumer Wine Benchmarks: 2022

Are we there yet?

If you’ve ever driven young children on a long
trip, you’ve heard those words.

Together we’ve negotiated our way through this
still-continuing pandemic, the rupturesin
supply chains, adaptations to new regulations,
massive sales channel swings and gyrations in
financial markets. With all this change still
surrounding us, that’s the question many are
asking. Are we there yet? You aren’t going to
like it, but the answer is no. But that’s not all
bad news.

So much has changed in the past two years.
Internet sales almost doubled. By-appointment
tastings, which many feared were mandated
with COVID restrictions, appear permanent.
We’ll never revert to a pure walk-in model now.
Technology is rapidly making its way deeper into
this still-cottage and slow-to-evolve industry.
And with all the hype around virtual tastings in
2020, it’s been interesting to watch the rush to
the exits in 2022.
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How did your winery negotiate the past two
years relative to your peers? What can you learn
from others who had greater success? What
strategies can you enhance and retain to drive
future revenue? The following charts and
commentary are a starting point for self-
reflection about our combined and individual
successes and challenges. This will help
answer some of those questions.

If you contributed to this survey, you will receive
the complete set of anonymized data from
which you can draw enhanced conclusions and
fully benchmark your own winery against peers.
Thank you for your participation which makes
this possible.

Rob McMillan

EVP & Founder

Silicon Valley Bank Wine Division
RMcMillan@svb.com

Rob McMillan

EVP & Founder,
SVB Wine Division
rmcmillan@svb.com

Rob McMillan is one of the top wine-business
analysts in the United States and the author of
Silicon Valley Bank’s highly regarded annual
State of the Wine Industry Report, described by
The New York Times as “probably the most
influential analysis of its kind.”

With Rob’s decades of experience researching
the industry and working with winery clients, his
views are sought after and trusted by winery
owners, journalists, entrepreneurs, and investors.
He is a prominent speaker, both domestically and
internationally, and you will find him extensively
quoted in national, regional and trade press.
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Channel Breakout of Direct Sales for the Average Winery

50% 47%

46% With tasting rooms
45% . .
450, 44% restricted during 2020,
’ 42% 42% events and tasting room
. O sales were hurt.
40% 36% 37%
_ 35% ? Club, phone and several
qé 35% 320 33% e new outreach efforts did
% 30% internet sales exploded.
o In 2021, internet sales
2 25% .
< proved resilient,
= shrinking 1% but holding
s 0
© 20% ground. Club sales
E dropped, relatively
215% speaking, while tasting
g room sales benefited
2 10% 7% 7% from new practices and
5% 5% exceeded their pre-
5% 4% e 1% 3% COVID share of direct-to-
® 1% consumer (DTC) sales.
0% 2% 3% 3% 3% (16
2014 2015 2016 2017 2018 2019 2020 2021
=@=\\/ine Club ==@—Tasting Room Internet/Web =@=Phone
—@— Offsite Events =@= Onsite Events =@=\/irtual Tastings
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Virtual Tastings Took Flight in 2020 and Crashed in 2021

In 2020, the industry
responded to shelter-in-
place orders with digital
tastings. Forty-four percent
hosted virtual tastings once
a week or more, and only
22% did not take the leap.

By 2021, with Zoom
burnout, 67% of wineries
slowed or discontinued
virtual tastings. But not
everyone took that
approach. Fourteen percent
continued or grew virtual
programs, with many citing
success in corporate
tastings and club signups.
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How often did you run a digital
tasting in 20207

None,
More 22%
than
one
per

About

oneper Less
week, — than
16% one

Less than one per week, 8%

Did your winery continue virtual tastings in 20217

30%
25%
20%
15%
10%
) I
0% ; - ;
We continued Discontinued We
VTs, but did We decided Planned VTs Continued We intend on
fewer to stop the VT Other butdid afew VTsatabout growing VTs
compared to program throughout the same in 2022
2020 the year pace as 2020
28% 24% 19% 15% 9% 5%

SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS

6



Virtual Tastings: Pricing and Discount Structure

45%
40%
35%

2

S 30%
©
c
S 25%
[}

I

s 20%

=

8 15%
o)

o

10%
5%
0%

0
38% 39%
26%
19%
10%
6% I
Charged for Wine Shipping Discounts Other

Up Front Included

m 2020

svb)

109%11%

Charged Less for
Virtual Tastings

m 2021

5% 49

Charged Same as

In-Person Tastings

1% 1%
——

Same

Reimbursement
Policy for In-Person

Visits

Among the wineries that
continued virtual tastings,
most stopped the practice
of charging for wine up front,
and more folded shipping
discountsinto the deal
pricing to present free
shipping as standard.

The latter trend is one we
believe is the right approach
and expect to be widely
adopted for all DTC shipping
activities over the next
several years.
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What Digital Platforms Do You Employ?

Social Media

Active E-Commerce

Platform Analytics (e.g., Google Analytics) _ 39%
Online Marketing Tools _ 33%

Email marketing campaigns
Video streaming

Digital Marketer In-House or Outside Consultant _ 31% Digital audio (Over the Top)

Data Analyst - 12%

SEM, retargeting, SEO, driving sales
SMS Messaging (text) - 8% to web, banner ads, etc.

Other I 2%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Percentage of Respondents

The use of digitalis
widespread, but not deep,
in the wine business.

The majority use social
media and active e-
commerce. Yet only 39%
employ platform analytics,
which indicates that the
overall depth and use

of active e-commerce

are limited and true
e-commerce is something
the industry needs to
investin and improve.

There was little statistical
change in responses
between 2021 and 2022.

S"b) Respondents selected all applicable options. SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS



Use of Email Marketing

When we asked the question Size of email list Do you remove inactive emails from
about list size a decade ago, your email list annually or more often?
the average email list had 30%
less than 5,000 names. 27% We don't
Today, that has ballooned to presently
more than 15,000, with an 25% Yes
average emal.l contgct to 21% (64%) No
case production ratio of 19% (18%)
1.8:1. How do you o 20%
benchmark against that? Do :,E, 17%
you have 1.8 good contacts -g 159
for every case you produce? g 0 Frequency of outreach
The hygiene of lists is :g 10% 9%
improving, but 18% of 8
respondents still report that E 5%
they never clean their 5%
contact lists, which can % _
negatively impact success Bi-weekly, | Quarterly,
rates and potentially conflict 0% Monthly, 29% RS 19%
with recent privacy statutes. 1-2,500 5,001 - 25,001 - 100,001 -
10,000 50,000 250,000 Less often than quarterly 5%
Daily (targeted) 1%
Number of Email Addressesiin List Not Sure 1%
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Email Marketing Open and Click Rates
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Percent of Respondents

45%

40%

35%

30%

25%

20%

15%

10%

5%

0%

42%
37%

Open Rate

m 2020 m2021

Click Rate
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Email Marketing Open and Click Rates by Suggested
Retail Bottle Price

The best click rates are
found with lower- and
higher-priced producers.

Higher-volume producers
(page 12) have near a
double-digitdrop in open
rates compared to some of
the smaller producers.
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Percent of Respondents

50%

45%

40%

35%

30%

25%

20%

15%

10%

5%

0%

46% 47% 46%

43% 42% 43%  43%
39% 39%
35%
31%
21%
19%
16% 15% N B
1% o 129 B1o0, B 14% M 14%
....... 10% 12/0 0 9

<$15 $15-$19 $20-$29 $30-$39 $40-$49 $50-$59 $60-$69 $70-$79 $80-$89 $90-$99 =$100

mmmmm Open Rate E Click Rate  ceeeeeeee Poly. (Click Rate)
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Email Marketing Open and Click Rates by Case Production

50%

45%

40%

35%

30%

25%

Percent Click Rate

20%
15%
10%

5%

0%
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45%

1-2,500

44%

2,501 -5,000

41%

5,001-10,000

41%
40% ? 39%

32%
24%
13%
10% 10%
6% 6%

10,001 -25,000 25,001 -50,000 50,001-100,000 100,001 -250,000 >250,000

Cases Produced Annually

® Open Rate MW Click Rate
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Club Memberships Generated Through Digital Media vs. Non-Digital
Media by Case Production

Percent of Club Members Generated

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

91%

9%

1-2,500

83% 92% 87% 82%

17% 18%

8% 13%

2,501 -5,000 5,001-10,000 10,001 -

25,000

25,001 -
50,000

Cases Produced Annually

B Percent Members Acquired via Digital Media

W Percent Members Acquired via Non-Digital Media

S"b ) *Over >250,000 cases produced excluded due to limited response rate.

84%

16%

50,001 -
100,000

As COVID-19 forced tasting
rooms to close in 2020,
owners worried about the
sustainability of club income
without refreshing member
numbers. Prior to 2020,
attracting new club members
was always a key function for
the tasting room.

64%

The industry has since
discovered how to gain
membershipsvia digital
marketing now, with an
average 17% of new members
joining via digital channels in
2020 and 2021.

36%

100,001 -

250,000 Moving forward, tracking and

driving growth in club
memberships outside of the
tasting room should be a goal
of all wineries with clubs.
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Club Memberships Generated Through Digital Media vs. Non-Digital
Media by Suggested Retail Bottle Price

100%
o 90%
o
G 80%
3
0,
: 70%
s 60%
Q0
> 50%
O
S 40%
E 0,
3 30%
&£ 20%
10%
0%
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[+

9% 65%
(1]
0,
- 81% 81% 79% 84% 88% 4% 85%
(1]
41% 250,
(']
0,
- 19% 19% 1% 16% 5% 16% 15%
(']

$15-$19 $20-$29 $30-$39 $40-$49 $50-$59 $60-$69 $70-$79 $80-$89 $90-$99 >$100
Retail Bottle Price

H Percent of Members Acquired via Digital Media B Percent of Members Acquired via Non-Digital Media
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Planned Digital Marketing Investments for 2021 & 2022

60% Examples of Other
52.2% Responses (9%):
0,
50% 44.9% o * Focus moretime on
42.0% - . .

digital, continue learning

40% 28,79 and research

v 7 % .
31.0% 57 6% 26.3% In{:rgase frequency of
30% 24.8% | 24.0% existing email, social and
22.0% 920.7% SMS messaging

20% * More personal outreach
by owners

10% 8 8% e Training and education

0%
Increase Upgrade Systems Engage Outside Hire Employees No Added Other
Marketing Budget Consulting Firm  Dedicated to Investment
Digital Planned

m2021 m2022

S"b) Respondents selected all applicable options. SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS 15
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Average Tasting Fee by Region

Standard Tasting Fee

$70

$60
$60
o $50 $37
(0]
b $40 $25 $27 $30
% igg 512 $17 $18 $19
—
510 H B B Il II Il
w1

Rest of US Virginia Rest of California  Washington  Santa Barbara Oregon Average Sonoma County Napa County

Reserve Tasting Fee

$120 $99
$100 s
® 69
K $80
@ $60 $43 s34 632 $53 $53
*§ $40 $23 . $30
.o H B B
Rest of US Virginia Rest of Washington Santa Barbara Oregon Average Sonoma Napa County
California County
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Tasting Fee by Suggested Retail Bottle Price

Standard Tasting Fee
$80

Tasting Fee

o

$15-$19  $20-$29  $30-$39  $40-$49  $50-$59  $60-$69  $70-$79  $80-$89
Retail Bottle Price
Reserve Tasting Fee

$140
$120 $105 $108

Tasting Fee

$15-$19  $20-$29  $30-$39  $40-$49  $50-$59  $60-$69  $70-$79  $80-$89

Retail Bottle Price
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$90-$99

$116

$90-$99

$71
$64
59
660 $ $58
$40 $34 $37
24
$2 $12 316 = | I I

>$100

$105

$;OO $79

80 $60
$60 $32 $47

$40 $21 $22 I I
$20

>$100
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Overall Tasting Fee Growth Trend: 2016 to 2021

$60 $55.05

$52.25
$50

$40 $36.01
$30.85 $30.70

$30
$21.86 $21.95

$20 $19.13
) I
$0

Standard Tasting Fee Reserve Tasting Fee

Tasting Fee

m2016 m2017 m2018 2020 m2021

S"b) Includes all tasting room locations, urban or winery. SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS 19



Industry Average By-Appointment vs. Walk-In Visitors

Prior to COVID, the preferred
2018 2021 model for wineries was a walk-in;
the theory being by-appointment
would let a potential customer
go somewhere else.

COVID-19 restrictions forced
wineries into the by-appointment
offerings in 2020, as evidenced
by these two pie charts. Pre-
Both COVID walk-in appointments
(44%) represent 56%, but only 27% by
2021. The change is splitinto the
by-appointment and both models.

By-Apointment
(29%)

By-Apointment
(17%)

Both
(27%) We believe the by-appointment
offering better allows for the
Walk-In Walk-In collection of personal data,
(56%) (27%) precisionin tasting room staffing,

and improved preparation for the
customer ensuring the best
experience compared to the pure
walk-in approach.

S"b ) SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS



By-Appointment and Walk-In Visits by Region

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%
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50%
59%

15%
21%

35%
21%

Washington Rest of
California

67%

7%

27%

Santa Barbara Rest of US

mm By-Appointment

73%

m Walk-In

Sierra Foothills Oregon Sonoma Napa County

County

B Both
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Wineries That Are Walk-In vs. By-Appointment

60%

50%

40%
]
Q
2

S 30%
©
c

g 20%
[}
a

10%

0%

svb)

56%

56%

2017

2018

=@=By-Appointment

2020

—=@=Both =—=@=\Walk-In

2021

Sonoma and Napa were the only
regions using by-appointment
offerings to any significant
degree in 2018. By 2020 regional
health mandates required by-
appointment offerings and that
model exploded from only

17% to 41%.

With business reopening,
wineries who weren’t forced

into offering the by-appointment
tastings haven’t changed their
model. While the rest of the
wineries settled into either a
mixed model or strictly by-
appointment offerings.

Many wineries have expressed
multiple benefits of by-
appointments offerings. The
industry likely won’t return to
walk-in.

SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS

22



Wineries With By-Appointment vs. Walk-In Offerings by Region

Walk-In By-Appointment
90% 70%
80%
60%
70% 73.3% 53.7%
0 .
60% 50%
40%
50% ’ 36.5%
40% 30%
35.3%
30% 26.7% 20% 20.7%
20% 20.7% 10% 14.7%
0
10% 9.6% 6.7%
0% L 0%
2017 2018 2020 2021 2017 2018 2020 2021
a=@==\\/ashington ==@== Rest of California ==@==Santa Barbara === \Vashington ==0==Rest of California ==@==Santa Barbara
a=@==Rest of US === Oregon «=@==Sonoma County === Rest of US === Oregon ==g@==Sonoma County
Napa County Napa County
Both
70%
’ 66.7%
60% 58.6%
50% 28:8%
40% —-—— 38.8%
30%
20% ﬁﬁﬁ > —e 20.0%
10%
0%
2017 2018 2020 2021
=@ \\/ashington ==@==Rest of California ==@==Santa Barbara
e=@== Rest of US e=@==Oregon e=@==Sonoma County
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Average Monthly Visitors by Region

3,000 COVID-19 restrictions in 2020
made for significant reductions

2,219 in the number of tasting room
visitorsin all regions with the

2,000 exception of Santa Barbara.
1,594 P
1,500 1.171 1,257 In 2021, the average monthly
3 . .
847 increase was 211%, higher than
1,000 763 804 811 2020 yet still below the record
50 2018 visitation average. The
move to the by-appointment
modelis reducing visitation.

2,500
2,070

Number of Visitors

o

0
Oregon Cr\:)iﬁy %’:&:?; Waz:ingt le)abslgs Average Bi?g;?a New York = Virginia
m 2016 710 1,093 1,039 618 1,272 1,114 792 2,051 2,036
m2017 712 944 1,004 808 1,111 1,158 865 1,122 1,482
m2018 897 1,044 1,098 942 1,402 1,520 781 2,729 1,464
2020 588 484 523 331 774 596 880 Insufficient | Responses
m 2021 763 801 811 847 1,171 1,257 1,594 2,070 2,219

S"b) SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS 24
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Tasting Room Purchase by Region

$400

$350

$300

$250

$200

Tasting Room Purchase

$150

$100

o

$5

$0I

$52.23

$110.99

Restof US =~ Washington
2016 $42.85 $69.04
m2017 $45.98 $67.95
m2018 $76.28
W 2020 $64.70 $105.99
m 2021 $52.23 $110.99
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$107.07

|| ||| | |

Santa
Barbara

$74.83
$75.34
$101.41
$109.45
$107.07

Rest of

California

$81.23
$88.98
$70.35
$98.33
$85.54

$145.14

il

Oregon

$79.67
$94.94
$85.83
$143.38
$145.14

Paso Robles

$84.36
$96.54
$109.18
$151.56
$119.11

m2016 m2017 m2018 m2020 m 2021

$119.11

$233.17

Sonoma
County

$140.40
$151.02
$194.55
$175.04
$233.17

‘ | $162.31

Average

$119.63
$153.06
$140.41
$179.52
$162.31

$377.87

Napa County

$301.78
$389.13
$315.77
$318.87
$377.87

When consumers lost
many of their typical
pastimes in 2020, such
as sports, movies, travel,
and dining out, they found
pleasure in going to
restricted but open
tasting rooms.

The average purchase per
visit was higher during the
COVID-restricted period,
and slightly higher in

2021 than pre-COVID too.
Most regions held their
purchase increasesin
2021 while Napa and
Sonoma drove materially
higher checks.

SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS
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Tasting Room Purchase by Case Production

$250
$200
$150
$100

$5

o

$

o

Tasting Room Purchase

m 2016
m2017
m2018

2020
m 2021
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$171.9

il

1-2,500

$109.99
$177.19
$142.95
$190.50
$171.96

$224.54

2,501 -
5,000

$175.53
$195.23
$186.04
$220.92
$224.54

5,001 -
10,000

$118.28
$177.94
$137.74
$197.26
$194.63

m 2016

$194.63

10,001 -
25,000

$110.52
$137.23
$142.21
$142.95
$155.17

m2017

$155.17

25,001 -
50,000

$104.65
$103.27
$107.95
$152.68
$123.93

Cases Produced Annually

m2018

2020

$123.93 |

$179.59
$158.43
| $138.2
50,001 - 100,001 - -
100,000 250,000 250,000
$93.47 $83.85 $58.78
$101.51 $92.08 $67.23
$112.18 $85.45 $82.95
$158.89 $132.42 $97.93
$179.59 $158.43 $138.22
m 2021

2

In 2021, wineries with
production greater than
50,000 cases had increases
in average tasting room
purchases, while wineries
producing below that saw
smaller average tickets.

Larger wineries are
increasingly trying to find
paths to sell using direct
to consumer means. While
representing a small
amountinvolumein
relative terms for
production sized wineries,
the margin increase and
brand enhancement
make it valuable for all
sizes of wineries.

SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS
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Change in Direct-to-Consumer Cases Sold and Dollar Sales

by Region

Since 2020, purchase growth
by dollar value has exceeded
growth in volume.
Consumers have been
spending more money on
better bottles and moving
away from wine under $11.

For premium producers,
many of whom suffered from
fire and drought, selling less
for moreis a good outcome.
The question we need to ask
is, will this remain a
sustainable trend?
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18%
16%
14%
12%
10%
8%
6%
4%
2%

0%

11.8%

10.2%
8.7% 9-1%
I I 7.8%

Average Change in DTC Cases Sold

m2016 m2017

Excludes wineries with less than five years experience.

16.7%

12.4% 12.7%
10.7%
I 6.5%

Average Change in DTC Dollar Sales

2020 w2021
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Wine Club Growth and Attrition Rates

New Wine Club Member Growth Rate*

Rest of California IS 43.6%
Average IS 41.8%
Sonoma County ImEEEEEEEEEEEEmamms 37.3%
Napa County ImEEEEEEEaEEEEssss 37.2%
Washington s 35.4%
Oregon I 29.9%
Santa Barbara IEEmESSSS——————— 29.5%

Restof US mmamaaasssmsmmmm 28.5%

0% 10% 20% 30% 40% 50%

*New Wine Club Member Growth Rate = New wine club members acquired, divided by starting number of wine club members.
S" **Wine Club Attrition Rate = Number of wine club members lost, divided by starting number of wine club members.

Excludes wineries with less than five years experience.

Wine Club Attrition Rate**

Santa Barbara
Rest of California
Average

Napa County
Sonoma County
Oregon
Rest of US
Washington

2 3 . 1 %
DD 2 . 1%
I 17.8%
I 17.2%
e 17.1%
s 17.1%
I 16.8%
I 15.2%

0% 5% 10% 15% 20% 25%

It’s useful to look at the
growth in new club
members along with
attrition rather than net
growth. It’s far more
profitable to grow by

5% and lose 5% for a net
zero, than grow 20% and
lose 20%.

While wineries in all
regions are adding new
club members more
quickly than they are losing
them, the rate of churn s
uncomfortably high.

SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS
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Annual Change in Net Wine Club Growth Rate

30%

25%

20%

15%

10%

5%

Net Wine Club Growth Rate

0%

m2016
2017
m2018

2020
m 2021
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|‘ /l|118%
3.99

2.09

“I i I I

Paso
Robles

5.3%
5.9%
2.9%
7.8%
2.0%

Net Wine Club Growth Rate = New club members acquired in 2021, less lost club members in 2021,

Santa
Barbara

8.7%
15.3%
19.5%

0.3%

3.9%

Rest of US

18.4%
25.9%

12.7%
11.8%

m2016 m2017 m2018

‘12.8%

Oregon

10.4%
12.6%
20.8%
5.5%
12.8%

divided by base membership level at the beginningof 2021.
Excludes Wineries with less than five years experience.

20.0%

C’\:)aupnaty Washington
11.6% 14.0%
10.6% 14.6%
11.5% 21.3%
2.5% 8.2%
20.0% 20.2%
2020 m 2021

20.2%

Sonoma
County

11.3%
18.3%
17.1%
0.1%
20.3%

25.3%

21.5%

20.3'/‘ ‘ ‘ ‘

Rest of
California

22.2%
15.4%
22.5%
4.3%
21.5%

Average

22.0%
16.3%
15.0%
8.8%
25.3%

Wine club sales were
successful during the
COVID-19 period
particularly during the
lockdown. Even though
attrition was slightly higher
in the spring of 2020 during
the onset of lockdowns,
net membership ended the
year higher, but with a
lower growth rate versus
prioryears.

Growth in club
memberships was
spectacularin 2021 in part
due to tasting room
reopening, but also due to
the growth in digital club
member acquisition.
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Wine Club Size by Region

ifornia |
Rest of California 3,594 Average Members 2020 2021

Lost by Region

Napa County [N 2,838

Napa County 450 423
Sonoma County I
v 2,656 Sonoma County 355 403
]

Average 1,963 Santa Barbara 296 366
Santa Barbara IS 1,959 Rest of US 150 289
Restof US [IIINs 1,885 Average 316 271
Rest of Californi 22 21
Washington NN 1,444 est of California 6 9
Oregon 229 193

Oregon IS 1,197
Washington 120 160

0 1,000 2,000 3,000 4,000
Number of Wine Club Members
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Conversion Rate* of Visitors to Wine Club by Location

18% As urban tasting rooms opened
16.3% in different regions over time,
16% the experience provided was
found to be less robust than that
14% at the winery.
° 11.8% )
£ 12% These results have remained
°C: consistent over the years, with
2 10% conversion rates about 25% to
a;, 80, 7.7% 35% higher in winery tasting
£ 0 rooms than in urban tasting
O rooms, until 2021.
6%
4% This past year, results reversed,
with conversion rates in urban
204 tasting rooms exceeding those
at wineries. At a minimum, that
0% shows the benefit of having a

Urban Area Both Winery/Vineyard second, more casual tasting
room in a touristregion.

S"b) *Conversion Rate = Number of new wine club members in 2021, divided by the number of total visitors in 2021. SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS 34



Tasting Room Locations by Region

Napa County 82% 13% 5%
Oregon
Washington
Rest of California
Rest of US
Sonoma County
Paso Robles

Santa Barbara 40% 60%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Percent of Wineries

® Winery/Vineyard m Urban Area H Both
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Tasting Fees by Tasting Room Location

Average Standard Tasting Fee
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® Winery/Vineyard
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2021

Very early on, urban tasting
rooms in wine regions struggled
to find their identity. While
wineries had good traffic during
the day, urban tasting rooms
would often be empty.

Today, many owners are
discovering that an urban
location should have a different
feel. For higher-priced regions,
an urban tasting roomis an
opportunity to present an entry-
level experience — priced more
affordably and often geared to
younger consumers. It can also
be an oasis at night.

Tasting fees came back a little
for wineries in 2021, but held
steady in urban tasting rooms.
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Length of Wine Club Membership in Months by Location

svb)

Number of Months

40

35

30

25

20

15

10

ol

Urban Area

34

Winery/Vineyard

Both

SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS 37



svb)

Wine Club
Member
Tenure

i ':.:‘- ‘ i 4. "
- -  “u
ad - . m, kA‘ d
e ..
) ‘ . o ‘. < ~ \ !




Wine Club Shipments per Year by Region
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Wine Club Membership Length by Region
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34
28
29
23

Sonoma
County

30
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B 2017

Oreg

29
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32
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32 33

on

M 2018

| 33

Washington

35
32
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33

M 2020

Average

30
30
33
33

Ml 2021

39
33 ‘

Paso Robles

31
33
31
39

43

Napa County
31
33

37
43

Two critical benchmarks for
clubs are the length of
membership and average
annual purchase. The product
of those two metricsis the
lifetime value of a customer.

Smallincreases in annual
purchases and member
retention in the club are the
mechanics for greater success.

Predictive analytics, such as
understanding when a customer
is likely to tip out, and
developing strategies to counter
that, is a way to improve
performance of club
membership duration.
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Wine Club Annual Change in Growth, Attrition, and Churn Rate

45%

40%

35%

30%

25%

20%

15%

Growth and Attrition Rates

10%
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0%
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70%

64%

65%

60%

53% 55%

49% 49% 50%

43% 45%

I

2016 2017 2018 2020 2021
B Churn Rate Growth Rate == Attrition Rate

Churn Rate = Attrition Rate / Growth Rate.
An efficiency measure that shows the relative effort required to gain any given rate of growth.

Churn Rate

Growth in club members is
a great metric, butnot in
isolation. If you grow your
club by 50% and have a 50%
attrition rate, you are highly
inefficient, with 100% churn.
You’re spinning your wheels
and spending money just to
stand still!

This chart shows how in 2020
the industry had a massive
churnin the club. The growth
rates dropped during the
recession, approaching the
attrition rate. Similar to many
metrics, growth rate and
churnreboundedin 2021.

A good benchmark for your
winery to focus on is the
churnrate. A churn rate of
50% should be a basic goal.
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Wine Club Membership Length by Number of Shipments per Year

Metering the number of
shipments and bottles sold
to a club member annually
has a directimpact on the
length of tenure in your club.

—

O =2 N W b 0O N 0 © O

70

64
60

In this chart, a winery that 50

sends 12 shipments per year
and 2.7 bottles per
shipment, will only keep the 30
member for two years — but

it will push out 64 bottles

during those two years.

Keeping members longer

might be the best long-term

35
20
E . 10
0
approach, though it’s 1 2 3 4 6

tempting to go with the Wine Club Shipments Per Year

strategy at the far right of
this chart. mmm L ength of Membership (Years)

41 39

40

Length in Years & Number of Bottles
Total Number of Bottles Sold

mmm Number of Bottles in Each Shipment to Wine Club

Total Bottles Sold
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Regional Participation in Survey
(490 Total Respondents)

Napa County
Sonoma County
Oregon
Ontario, Canada
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Survey Participation by Case Production

>250,000 N 1.6%
100,001 - 250,000 N 2.9%
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25,001-50,000 I 9.8%
10,001 -25,000 I 16.5%
5,001-10,000 | 18.0%

Cases Produced Annually

2,501-5,000 I 18.8%
1-2,500 | 26.1%

0% 5% 10% 15% 20% 25% 30%

Percent of Respondents

S"b) SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT AND BENCHMARKS 45



Tenure of Winery and Tasting Room
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Survey Participation by Suggested Retail Bottle Price

>$100 I 7.3%
$90-$99 NN 1.6%
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Suggested Retail Bottle Price by Region

Napa County I $90.67
Sonoma County IEEEEEEEEEEENENNEEEEIILE  $54.68
Oregon IS $51.09
Average NI $48.47
Paso Robles NI $43.38
Santa Barbara NI $42.35
Washington IS $42.33
Rest of California NI $34.01
Virginia IS $33.05
Sierra Foothills NI $31.82
Restof US s $21.43
New York D $17.79
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About Silicon Valley Bank’s Wine Division

Silicon Valley Bank (SVB) is the premier commercial bank for emerging, growth and
mature companies in the technology, life science, venture capital, private equity and
premium wine industries. Its Wine Division specializes in commercial banking for
premium wineries and vineyards and the industries that supportthem.

SVB has the largest team of commercial bankers dedicated to the wine industry of
any bank nationwide. Founded in 1994, SVB’s Wine Division has offices in Napa and
Sonoma counties, California, and Oregon, and serves clients in the fine wine-
producing regions of the West Coast.

By virtue of its dedication to the wine industry, Silicon Valley Bank is able to support
its clients consistently through down economic and growth cycles and offer guidance
on many aspects of their business beyond traditional banking services.

Silicon Valley Bank is a member of the FDIC and the Federal Reserve System. Silicon

Valley Bank is the California bank subsidiary of SVB Financial Group (Nasdaq: SIVB).
More information on the company can be found at www.svb.com.
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Disclaimer

This material, including without limitation to the
statistical information herein, is provided for
informational purposes only. The information should
not be viewed as tax, investment, legal or other
advice, nor is it to be relied on in making an
investment or other decision. You should obtain
relevant and specific professional advice before
making any investment decision. Nothing relating to
the material should be construed as a solicitation,
offer or recommendation to acquire or dispose of any
investment or to engage in any other transaction. The
views expressed in this report are solely those of the
author and do not necessarily reflect the views of SVB
Financial Group, Silicon Valley Bank, or any of its
affiliates.

Silicon Valley Bank is not selling or distributing wine or
wine-related products. Through the online
informational platform, SVB Cellar Selections, Silicon
Valley Bank provides material to employees about a
variety of premium Silicon Valley Bank winery clients
and their wines. These communications are for
informational purposes only. Silicon Valley Bank is not
responsible for (or a participant in) the sales of any
wineries’ products in any fashion or manner and
makes no representations that any promotion or sales
of alcoholic beverages will or will not be conducted in
a lawful manner. Further, Silicon Valley Bank
disclaims any responsibility or warranty for any
products sold by wineries or other wine industry
service providers.

©2022 SVB Financial Group. All Rights Reserved. SVB, SVB FINANCIAL GROUP, SILICON VALLEY BANK, and the
chevron device are registered trademarks of SVB Financial Group, used under license. Silicon Valley Bank is a
member of the FDIC and of the Federal Reserve System. Silicon Valley Bank is the California bank subsidiary of

SVB Financial Group (Nasdaq: SIVB).
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