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Introduction 

There is an old Chinese adage that states: "No winter lasts forever; no spring skips its turn.” But 

many Chinese wine traders have faced a long, challenging winter, and are still waiting for 

spring. Demand for wine was decimated in 2020, due to the lockdowns in response to the 

pandemic, leaving importers and wholesalers with heavy loads of excess inventories. This is 

forcing the industry to find new, creative ways to adjust their business model to reduce bloated 

inventories and find a path forward. They are diversifying their product portfolios beyond wine, 

tapping into community group buying trends and offering consumers ‘mystery boxes’ of mixed 

brands. As often happens, necessity is the mother of invention, and we believe these new 

strategies may help the industry to emerge stronger in the long term. 

No Winter Lasts Forever  

In 2020, the import volume of wines was 471m litres, a 28.8% decline compared to that in 2019, 

and imports are not expected to return to pre-pandemic levels in 2021. Impacted by Covid-19, 

many wine traders and distributors are struggling financially, with lots of excess inventory, and a 

desperate need to de-stock. This makes wine traders and wholesalers very cautious about the 

import plans in 2021. Coupled with the uncertainty about trade disputes, including China-

Australia and China-US, It is highly unlikely that wine imports in 2021 will recover to the pre-crisis 

levels of 2019. 

China’s wine imported volume and value, 2010-2020 

 
Source: China Customs 2021 

Additionally, domestic production also continued to decline, resulting in a sustained fall in 

apparent wine consumption (production plus imports minus exports) for the fourth consecutive 

year of 20.6% (according to National Bureau of Statistics). This decline is mainly due to the impact 

of Covid-19, which reduced on-premise consumption across pubs, nightclubs, bars and 

restaurants. The pandemic’s economic toll on the on-premise channels will have a lingering 

impact in 2021. The consumers’ fear of ongoing financial insecurity, growing desire to save 

money, and the safety concerns of eating out could affect the recovery speed of restaurants in 

2021. Rabobank expects overall restaurant sales in 2021 to return to 93% of 2019 pre-crisis levels 
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in China. This causes drinking occasions to remain restricted, and weighs on wine consumption. 

Thus, wine companies are modifying their business models in an effort to survive. Some of the 

new strategies being explored include expanding into new lucrative segments, tapping into 

community group buying and releasing mystery-box marketing. 

Diversifying Beyond Wine 

In increasingly difficult circumstances, many wine companies – especially wine traders and 

wholesalers – have been diversifying beyond wine and are tapping into a new growth category. 

For example into a niche segment of Chinese baijiu (sauce-aroma baijiu). The sauce-aroma baijiu 

comes from the town of Maotai in north-western Guizhou Province. The growing popularity of 

sauce-aroma baijiu is largely due to the spillover effect of the increasingly popular Maotai baijiu 

brand’s scarcity of supply (only 7% share in total production volume of baijiu generated 21.3% 

share of total revenue and 42.7% share of total earnings in baijiu in 2019). The prices of Maotai 

continued to climb, with limited production capacity and strong demand leaving supplies tight, 

which has continued to drive up profit margins accordingly. Many major wine traders and 

wholesalers are eager to seek new growth engines to compensate for the declining profits of 

imported wine and sustain their business. The wine companies’ tapping into the sauce-aroma 

baijiu has become a growing trend, which is also evident in cases such as COFCO Wine&Wine, 

Fond Wine, Wine Art and Hualuxe International.  

It is too early to conclude whether this phenomenon is a short-term compromise tactic or a long-

term business transformation strategy. But what can be foreseen at the moment is that 

diversification of product portfolios is becoming a common sense strategy for wine wholesalers. 

This appears to be part of a broader trend in China, as we have also seen beer and spirits 

companies move into the soft drinks business, and coffee brands starting to sell alcoholic drinks.  

Chasing the Wind of Community Group Buying 

Covid-19 has spurred the expansion of the community group buying model in China (where 

groups of consumers – often whole communities – coordinate their orders to purchase in bulk 

and receive discounts) as people turn to online shopping. Some big wine brands saw new 

opportunities in community group buying and have tapped into this channel. Buying in bulk 

ensures lower costs for individuals and is therefore particularly popular in lower-tier cities in 

China.  

The popular products on these group buying community platforms are lower-priced brands (both 

domestic and imported) such as Changyu, Changcheng, Torreoria, Yellow Tail and Penfolds 

Rawson's Retreat, with prices usually ranging from CNY 29.9-CNY 60 per bottle (750ml). Thus, the 

effect of big brands and low prices are the main selling points of these wine products.  

From a short-term perspective, wine companies are using these platforms to unload excess 

inventory, especially those generated during the pandemic. Moreover, wine brands directly 

cooperated with these platforms, effectively eliminating the layers of distribution and thus gaining 

a more efficient return on their capital. In addition, these wine brands are looking to leverage the 

platforms to penetrate markets in lower-tier cities. However, in the long term, discounts can 

cheapen the brand and reduce the perceived quality of the products, making it difficult for the 

brand to sell their mid-to-high-end product lines. 
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Jumping on the Popular Trend of Mystery Box 

Mystery box marketing is quite popular and trendy, with some wine retailers launching wine 

mystery boxes in the hope of capturing new business opportunities. In essence, mystery boxes sell 

a surprise to consumers who don’t know what they’re getting until it arrives. In the mystery box, 

consumers will receive goods which will be at least equivalent to the price they paid. The mystery 

box wines range in price from RMB 99- RMB 298 and are mainly targeted at consumers who want 

to buy wine but find it difficult to choose or are willing to try different mix portfolios at a relatively 

good value.  

For wine retailers, it’s a good opportunity to move inventory out by combining less popular items 

with best-selling ones or directly destock. More importantly, mystery boxes can allow wine brands 

to discount/offer great value to consumers, without directly undermining the brands because 

when consumers receive a great deal on a mix brands, they can’t point out a specific discount on 

a particular brand. Also, the mystery boxes have strong social attributes. The wine retailers can 

market their mystery boxes on social media platforms and use influencer marketing to appeal to a 

wide audience base. But on the other hand, there may be a risk of unfair competition in the sale 

of mystery boxed wines. Consumers may be misled by prices, leading to a poor shopping 

experience and loss of trust in the brand if these are not managed properly. Furthermore, this is 

not the most effective strategy for building long-term consumer brand loyalty. As a result, most 

players currently prefer to promote their mystery box wines as limited editions, rather than as 

quarterly or annual subscriptions. After all, a constant surprise ceases to be a surprise. 

Opportunities in the Coming Spring 

Although the recent adjustments in strategy may be driven by necessity in the middle of a very 

difficult moment, we believe some players may discover opportunities that could reap long-term 

benefits as a result.  

1) Wine companies are more likely to diversify their product portfolio through mergers and 

acquisitions or equity stakes, to explore faster-growing and more profitable market segments, 

such as sauce-aroma baijiu brandy, whisky, etc. At the same time, private equity and venture 

capital (PE/VC) will seek out investment opportunities as the Covid-19 pandemic sparks an asset-

price downturn in most categories of alcoholic drinks. 

2) Wine companies may consider developing new low-priced products for community group 

buying platforms to penetrate the lower tier of the market with lower margins. At the same time, 

community group buying also presents opportunities for private labels of wine. 

3) Wine merchants can use the consumer data collected through the mystery box marketing 

approach to launch customised and premium products and services, testing new products and 

gathering consumer information to improve them. 
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