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Housekeeping

* The presentation will begin shortly.

* To hear the presentation clearly, please turn up the volume on
your computer.

* To turn on the closed captioning feature for today's webinar,
please click the Live Transcript button on the below Zoom bar.

* Please feel free to submit questions using the Q&A function.

* We will send a link to the recording after the webinar.
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Channel Breakout of Direct Sales for the Average Winery
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With tasting rooms restricted
during 2020, events and
tasting room sales were hurt.

Club, phone and several
new outreach efforts did
well in 2020 while Internet
sales exploded.

In 2021, Internet sales
proved resilient, shrinking 1%
but holding ground. Club
sales dropped, relatively
speaking, while tasting room
sales benefited from new
practices and exceeded their
pre-COVID share of direct-to-
consumer (DTC) sales.




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

More than
one per
week, 28%

About

one per

week,
16%

Less than one

2020?

None,

Less than
one per

month,

26%

30%

25%

20%

15%

10%

5%

0%

Did your winery continue virtual tastings in

We

Continued
VT's, but
did fewer
compared
to 2020

28%

We
decided to
stop the VT

program

24%

2021?

Discontinu We
ed Planned Continued We intend

Other \{T s but VT'sat on grlovymg
did a few about the VT's in
throughout same pace 2022

the year as 2020
19% 15% 9% 5%

SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT




What Digital Platforms Do You Employ?

Social Media | o0

Active E-Commerce | 65

Platform Analytics (e.g., Google Analytics) _ 39%

Online Marketing Tools

Digital Marketer In-House or Outside Consultant _ 31%

Data Analyst - 12%
SMS Messaging (text) - 8%

Other [ 2%

0% 10% 20%
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Respondents selected all applicable options.

30%

40% 50% 60%
Percentage of Respondents

70%

Examples of Other Responses
(2%):

* Email marketing campaigns
* Video streaming
« Digital audio (Over the Top)

Online Marketing
Tools Include:

SEM, retargeting, SEO, driving
sales to web, banner ads, etc.

80% 90% 100%
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The use of digital is
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 invest in and improve.

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




Use of Email Marketing

Do you remove inactive emails from your
Size of Email List email list annually or more often?

When we asked the question
about list size a decade ago,
the average email list had less
than 5,000 names. Today, that
has ballooned to more than
15,000, with an average email 21%

30% We don't
presently
(18%)

27%

25%

contact to case production 0% 19% Ves No
ratio of 1.8:1. How do you £ . (64%) (18%)
benchmark against that? Do 2 17%

you have 1.8 good contacts for z 15%

every case you produce? <

The hygiene of lists is 5 10% 9% Frequency of Qutreach
improving, but 18% of

respondents still report that s

they never clean their contact 5%

lists, which can negatively

impact success rates and 1%

potentially conflict with recent 0% I Bi-weekly, 20%

privacy statutes. 1-2500 2,501-  5001- 10,001- 25001- 50,001- 100,001 -
5000 10,000 25,000 50,000 100,000 250,000

Number of Email Addressesin List

Less often than quarterly 5% 5
Daily (targeted) 1% Quarterly, 19%
Not Sure 1%
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Email Marketing Open and Click Rates by
Suggested Retail Bottle Price

50% 46% 47%

45% 43% 42% 43% 43%

The best click rates are 40% 39% 39%
found with lower- and 35%
higher-priced producers. 31%
Higher-volume producers
(page 12) have near a 25%
double-digit drop in open 0% B B B B B B B B B E*.
rates compared to some of 6%
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Club Memberships Generated Through Digital
Media vs. Non-Digital Media by Case Production

100%

Percent of Club Members Generated
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1-2,500 2,501-5,000 5,001-10,000

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

Cases Produced Annually

B Percent Members Acquired via Digital Media

*Over >250,000 cases produced excluded due to limited response rate.

B Percent Members Acquired via Non-Digital Media

100,001 -
250,000

SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT

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.

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

Moving forward, tracking and
driving growth in club
memberships outside of the
tasting room should be a goal of
all wineries with clubs.




Planned Digital Marketing Investments for 2021 & 2022

60%
52.2%
[o)
>0% 44.9%
42.0% Examples of Other
40% Responses (9%):
*  Focus more time on digital,
31.0% 28.79 continue learning and research
30% 1% 27.6% 26.3% * Increase frequency of existing
24.8% 24.0% o email, social and SMS
e 20.7% messaging
20% *  More personal outreach by
owners
* Training and education
8.8%
10%
0% III
Increase Marketing ~ Upgrade Systems Engage Outside Hire Employees  No Added Investment Other
Budget Consulting Firm Dedicated to Digital Planned

m2021 m2022
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Average Tasting Fee by Region

Standard Tasting Fee
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$27

Oregon

$53

Oregon

$60
$37
$30 I

Average Sonoma County  Napa County
$99
$69
$53 I
Average Sonoma County Napa County
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Tasting Fee by Suggested Retail Bottle Price

Standard Tasting Fee
$80 $71
$70 $64
$60 $58
$50
$40

$30 15 $19 $24

$20 $12
$10 III
oo m B
$15-$19 $20-$29 $30-$39 $40-$49 $50-$59 $60-$69 $70-$79 $80-$89 $90-$99 »$100
Retail Bottle Price

Tasting Fee

Reserve Tasting Fee
$140
116
$120 $105 $108 $ $105
$100
$80
$60 $47
2
i4° $21 $22 >3
20
> m m B

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

$6o

Tasting Fee

b Retail Bottle Price
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Overall Tasting Fee Growth Trend: 2016 to 2021

$60
$55.05
$52.25

$50
E 410 $4067 43948
= $36.01
ks . $30.85 $30.70

30

$21.86  $21.95

$20 $19.13

) I I I

$0

Standard Tasting Fee Reserve Tasting Fee

m2016 m2017 w2018 m2020 m2021
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Industry Average By-Appointment vs. Walk-In Visitors

2018 2021

By-Apointment :
(17%) By-Apointment

29%) 4

=

Both

/‘ (44%)

Walk-In
(56%)

Both
(27%)
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Prior to COVID, the preferred
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-COVID
walk-in appointments represent

56%, but only 27% by 2021. The
change is split into the by-
appointment and both models.

We believe the by-appointment
offering better allows for the
collection of personal data,
precision in tasting room staffing,
and improved preparation for the
customer ensuring the best
experience compared to the pure
walk-in approach.




By-Appointment and Walk-In Visits by Region

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

10%

0%
Washington  Rest of California Santa Barbara Rest of US Oregon Sonoma County Paso Robles Napa County
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Wineries That Are Walk-In vs. By-Appointment

60%

56% 56% Sonoma and Napa were the only
regions using by-appointment
offerings to any significant
50% degree in 2018. By 2020

43% regional health mandates

41% required by-appointment

40% offerings and that model
exploded from only 17% to 41%.

32% With business reopening,
29% wineries who weren’t forced
into offering the by-

27% 27% appointment tastings haven’t
changed their model. While the
rest of the wineries settled into
either a mixed model or strictly
by-appointment offerings.

30%

Percent of Wineries

20%

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

10%

0%
2017 2018 2020 2021

—e—By-Appointment —e—Both Walk-In
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Number of Visitors

Average Monthly Visitors by Region

3,000
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763

Oregon

710
712
897
588
763

|I| 801

Napa County

1,093
944
1,044
484
801

||| 811 I

847

ScoonuonT; Washington
1,039 618
1,004 808
1,098 942

523 331
811 847

1,171

Paso Robles

1,272
1,111
1,402
774
1,171

Average

1,114
1,158
1,520
596
1,257

m2016 m2017 ®m2018 m2020 m2021

‘ 1,257

1,594

Santa
Barbara

792
865
781
880
1,594

2,219
2,070

New York Virginia

2,051 2,036
1,122 1,482
2,729 1,464
Insufficient Responses
2,070 2,219
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COVID-19 restrictions in 2020
made for significant reductions in
the number of tasting room
visitors in all regions with the
exception of Santa Barbara.

In 2021, the average monthly
increase was 211%, higher than
2020 yet still below the record
2018 visitation average. The move
to the by-appointment model is
reducing visitation.




Tasting Room Purchase

Tasting Room Purchase by Region

$400
$350
$300
$250
$200
$150
$100
$52.23
” I“ ||
o |
Rest of US
2016 $42.85
m2017 $45.98
m2018
m2020 $64.70
2021 $52.23
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$110.99

Washington

$69.04
$67.95
$76.28
$105.99
$110.99

$107.07

Santa
Barbara

$74.83
$75.34
$101.41
$109.45
$107.07

$85.54

Rest of
California

$81.23
$88.98
$70.35
$98.33
$85.54

$145.14

Oregon

$79.67
$94.94
$85.83
$143.38
$145.14

$119.11

Paso Robles

$84.36
$96.54
$109.18
$151.56
$119.11

m2016 m2017 m2018 m2020 m2021

$233.17

Sonoma
County

$140.40
$151.02
$194.55
$175.04
$233.17

Average

$119.63
$153.06
$140.41
$179.52
$162.31

$162.31 “‘|‘

$377.87

Napa County

$301.78
$389.13
$315.77
$318.87
$377.87
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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 increases in
2021 while Napa and Sonoma drove
materially higher checks.




Tasting Room Purchase

Tasting Room Purchase by Case Production
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$109.99
$177.19
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$224.54

$171.96 “||

$194.63

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

$175.53
$195.23
$186.04
$220.92
$224.54

$118.28
$177.94
$137.74
$197.26
$194.63

$155.17

10,001 -
25,000

$110.52
$137.23
$142.21
$142.95
$155.17

25,001 -
50,000

$104.65
$103.27
$107.95
$152.68
$123.93

Cases Produced Annually

$123.93

$179.59

50,001 -
100,000

$93.47
$101.51
$112.18
$158.89
$179.59

m2016 m2017 w2018 m2020 m2021

$158.43

100,001 -
250,000

$83.85
$92.08
$85.45
$132.42
$158.43

$138.22

»250,000

$58.78
$67.23
$82.95
$97.93
$138.22
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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
amount in volume in relative
terms for production sized
wineries, the margin increase
and brand enhancement make
it valuable for all sizes of
wineries.




Change in Average Annual Direct-to-Consumer Cases Sold
and Dollar Sales

18%
16.7%
16%
Since 2020, purchase growth
by dollar value has exceeded 14%
growth in volume. Consumers 12.4% 12.7%
have been spending more 19% 11.8%
(]
money on better bottles and 10.7%
moving away from wine under :
$11. 10% . 19
For premium producers, many 8% :
of whom suffered from fire 6.5%
and drought, selling less for 6%
more is a good outcome. The
question we need to ask is, .
. . . . 4%
will this remain a sustainable
trend?
2%
0%

Average Change in DTC Cases Sold Average Change in DTC Dollar Sales

M 2016 m2017 m2018 m 2020 ™ 2021
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Excludes wineries with less than five years experience. SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT




Wine Club Growth and Attrition Rates

New Wine Club Member Growth Rate* Wine Club Attrition Rate**

It’s useful to look at the
growth in new club members
along with attrition rather

Average I /1.8% Rest of California GG 22.1% than net growth. It's far more
profitable to grow by 5% and

Rest of California I 43.6% Santa Barbara NN 23.1%

Sonoma County I 37.3% Average I 17.8% lose 5% for a net Zero, than
Napa County I 37.2% Napa County  IESEGCSSEGCG— 17.2% grow 20% and lose 20%.
Washington IS 35.4% Sonoma County NN 17.1%
While wineries in all regions
Oregon I 29.9% Oregon N 17.1%

are adding new club members
Santa Barbara |EEEGEGEG— 29.5% Rest of US NN 16.8% more quickly than they are
losing them, the rate of churn

Rest of US s 28.5% Washington NN 15.2% is uncomfortably high.

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

*New Wine Club Member Growth Rate = New wine club members acquired, divided by starting number of wine club members.
S"b) **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. SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT




Net Wine Club Growth Rate

Annual Change in Net Wine Club Growth Rate

30%
25.3%
25%
21.5%
. 20.0% 20.2% 20.3% Wine club sales were successful
20% during the COVID-19 period
particularly during the lockdown.
Even though attrition was slightl
15% 8 gntly
11.8% 12.8% higher in the spring of 2020
l during the onset of lockdowns, net
10% membership ended the year
higher, but with a lower growth
59 3.9% rate versus prior years.
2.0% Growth in club memberships was
I l I spectacularin 2021 in part due to
0% = — : :
° Paso Robles Santa Rest of US Oregon Napa County Washington Sonoma Rest of Average fjastltngtrhoom reiﬁgm(;lg,‘tt)ult allss
Barbara 8 P y & County California & ve tothe growtn in digitat ciu
member acquisition.
m 2016 5.3% 8.7% 18.4% 10.4% 11.6% 14.0% 11.3% 22.2% 22.0%
w2017 5.9% 15.3% 25.9% 12.6% 10.6% 14.6% 18.3% 15.4% 16.3%
m 2018 2.9% 19.5% 20.8% 11.5% 21.3% 17.1% 22.5% 15.0%
m 2020 7.8% 0.3% 12.7% 5.5% 2.5% 8.2% 0.1% 4.3% 8.8%
w2021 2.0% 3.9% 11.8% 12.8% 20.0% 20.2% 20.3% 21.5% 25.3%

m2016 m2017 ®m2018 m2020 m2021

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

S"b) divided by base membership level at the beginning of 2021.

Excludes Wineries with less than five years experience. SILICON VALLEY BANK 2022 DIRECT-TO-CONSUMER SURVEY REPORT




Wine Club Size by Region

Rest of California | 3,594
Napa County [N 2,838
Sonoma County [N 2,656
Average [N 1.963
Santa Barbara [N 1,959
Rest of US [N 1,885
Washington [N 1,444
Oregon [N 1,197

0 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000
Number of Wine Club Members

svb)

Average Members

Lost by Region

Napa County
Sonoma County
Santa Barbara
Rest of US
Average

Rest of California
Oregon

Washington
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2020

450
355
296
150
316
226
229
120

2021

423
403
366
289
271
219
193
160




Conversion Rate* of Visitors to Wine Club by Location

18%
16.3%
16% As urban tasting rooms opened in
different regions over time, the
14% experience provided was found to
? be less robust than that at the
winery.
1% 11.8%
These results have remained
[} g g
= consistent over the years, with
C‘é 10% conversion rates about 25% to 35%
g higher in winery tasting rooms than
o 8% 7.7% in urban tasting rooms, until 2021.
[ e
o
o This past year, results reversed, with
6% conversion rates in urban tasting
rooms exceeding those at wineries.
At a minimum, that shows the
4% benefit of having a second, more
casual tasting room in a tourist
region.
2%
0%
Urban Area Both Winery/Vineyard
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




Tasting Room Locations by Region

Napa County 82% 13% 5%
Oregon 81% 13% 6%
Washington 79% 14% 7%
Rest of California 74% 21% 6%
Rest of US 73% 20% 7%
Sonoma County 72% 19% 9%
Paso Robles 71% 29%
Santa Barbara

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

Percent of Wineries

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

Very early on, urban tasting
rooms in wine regions
struggled to find their identity.
While wineries had good traffic

Average Standard Tasting Fee Average Reserve Tasting Fee during the day, urban tasting
rooms would often be empty.

$40 $70 Today, many owners are
discovering that an urban
location should have a
different feel. For higher-priced

$35 $60

regions, an urban tasting room
is an opportunity to present an

$35 $60
$29 $51
2 $45
$25 $23 525 $42 entry-level experience —
$20 $40 priced more affordably and
$20 $17$19 $ 0$31 $33 often geared to younger
$16 $30 3 $27 consumers. It can also be an
$15 oasis at night.
$20 Tasting fees came back a little
$10 for wineries in 2021, but held
$10 steady in urban tasting rooms.
$5
$0 $0

2017 2018 2020 2021 2017 2018 2020 2021
® Urban Area ® Winery/Vineyard m Urban Area ® Winery/Vineyard

$30 $50
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Length of Wine Club Membership in Months by Location

40
35
30
25
20

15

Number of Months

10

(8]

Urban Area Winery/Vineyard Both
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Number of Months

Wine Club Membership Length by Region

45 43
39
40 Two critical benchmarks for clubs
are the length of membership
35 32 33 33 33 and average annual purchase.
The product of those two metrics
30 is the lifetime value of a
customer.
25 23
Smallincreases in annual
20 purchases and member retention
in the club are the mechanics for
15 greater success.
Predictive analytics, such as
10 understanding when a customer
is likely to tip out, and
5 developing strategies to counter
0 that, is a way to improve
Santa Barbara ~ Sonoma County Oregon Washington Average Paso Robles Napa County Serfcirmance of club membership
uration.
m 2017 34 30 29 35 30 31 31
m 2018 28 31 29 32 30 33 33
2020 29 34 32 30 33 31 37
2021 23 32 33 33 33 39 43

m2017 w2018 m2020 m2021
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Wine Club Annual Change in Growth, Attrition, and Churn Rate

45%

40%

64%

35%

30%

25%

53%
20%

Growth and Attrition Rates

15% 49% 49%
10%

5%

0%
2016 2017 2018 2020

mmm CHURN RATE  ===GOWTH RATE ATTRITION RATE

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

43%

2021

70%

65%

60%

55%

50%

45%

40%
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Churn Rate

Growth in club members is a
great metric, but not 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 churn
in the club. The growth rates
dropped during the recession,
approaching the attrition rate.
Similar to many metrics, growth
rat and churn rebounded in 2021.

A good benchmark for your
winery to focus on is the churn
rate. A churn rate of 50% should
be a basic goal.




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 direct impact on the
length of tenure in your club.

In this chart, a winery that sends
12 shipments per year and 2.7
bottles per shipment, will only

keep the member for two years -
but it will push out 64 bottles
during those two years. Keeping
members longer might be the best
long-term approach, though it’s
tempting to go with the strategy at
the far right of this chart.
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Length in Years & Number of Bottles

10

w

N

[

41.

[ ength of Membership (Years)
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SILICON VALLEY BANK

©2022 SVB FINANCIAL GROUP. ALL RIGHTS RESERVED. 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). SVB, SVB FINANCIAL GROUP, SILICON VALLEY BANK, SVB LEERINK AND THE CHEVRON
DEVICE ARE TRADEMARKS OF SVB FINANCIAL GROUP, USED UNDER LICENSE.

THIS CONTENT IS INTENDED FOR US AUDIENCES ONLY.

THIS MATERIAL, INCLUDING WITHOUT LIMITATION TO THE STATISTICAL INFORMATION HEREIN, IS PROVIDED FOR INFORMATIONAL PURPOSES ONLY. THE VIEWS EXPRESSED IN THIS
VIDEO ARE SOLELY THOSE OF THE AUTHOR(S) AND/OR PARTICIPANT(S), AND DO NOT NECESSARILY REFLECT THE VIEWS OF SVB FINANCIAL GROUP, SILICON VALLEY BANK, SVB
LEERINK OR ANY OF ITS AFFILIATES.

THE MATERIAL IS BASED IN PART ON INFORMATION FROM THIRD-PARTY SOURCES THAT WE BELIEVE TO BE RELIABLE BUT WHICH HAS NOT BEEN INDEPENDENTLY VERIFIED BY US,
AND, AS SUCH, WE DO NOT REPRESENT THE INFORMATION IS ACCURATE OR COMPLETE. 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.
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