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IN THIS ISSUE

Still Bottled Up

Price-sensitive consumers have kept a lid on wine sales this year, while grape sales are
likely to remain slow. As for the moderation movement, a range of factors are contributing.

It was a disappointing first half of the year for U.S. wine
sales as a shaky economic backdrop quashed the signs of
progress that were evident in late 2024. Nonetheless, there
has been modest improvement in some areas since spring.

Retail wine sales fell across price segments in the first half
but declined at a slower pace in the second quarter than in
the first (see Page 3). Following a bleak first five months of
2025, direct-to-consumer sales, while still down, firmed in
June and July. Alternatively, exports deteriorated markedly
in the second quarter as shipments to Canada collapsed.

Unfortunately, I am not expecting much improvement in
the near term.

The economic outlook remains murky, but the Terrain
team believes that slow economic growth, a gradually
eroding labor market, and sticky inflation are the most
likely scenario. Consumers are apt to remain gloomy and
price-sensitive.

The California grape crop looks healthy, though perhaps a
bit light at this point. Grape sales remain painfully slow, and
I don’t expect a resurgence before the harvest concludes.
Fruit will almost certainly be left hanging again this year.

This issue’s Trending Topic focuses on the causes of

the recent decline in alcohol consumption (see Page 8).
Transitory influences, including a post-pandemic hangover
and economic pressures, are playing a role, but structural
factors appear to be the root cause.

These include demographics, competition with cannabis,

GLP-1 drugs, health concerns, and less socializing in person.

None of these headwinds are likely to dissipate soon, so I
expect consumption to decline for the foreseeable future.

It is impossible to predict the magnitude of the drop, but it
could be more pronounced than during the last

drinking recession (1980 to 1995) simply because the adult
population is growing at a much slower rate.

The moderation movement is an obvious challenge for the
wine industry. Wine will need to take market share just to
hold sales volumes steady. I believe it has some advantages
over other alcoholic beverages in the battle for drinkers, but
it must tell a more compelling story.

The premium and luxury segments look better positioned
with respect to the moderation trend, and I expect the shift
in consumer preferences toward lighter, lower-alcohol
wines to continue. This has implications for both wine
making and grape growing practices. Finally, consumers
are apt to gravitate toward smaller formats or packages that
preserve freshness for longer.

(Information about the data and sources behind the analysis
in this report can be found in the Appendix on Page 19).
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MARKET HAPPENINGS

A Fair Finish to 2025's First Half

The second quarter wasn't as bad as expected for wine sales, though exports plummeted.
Meanwhile, the near-term outlook is muted given the murky economic environment.

Wine Sales Dashboard: Sales Trends by Channel and Price Segment

For more on the dashboard, see the Appendix on Page 19.
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Retail Wine Sales Improved in Q2, but Exports Worsened

For the first six months of the
year, both wine sales value and
volume dropped 5%.

After a rocky start to the year, off-premise retail wine
sales firmed a bit in the second quarter as the cloud

of uncertainty tied to the rollout of the new U.S.
administration’s policy agenda began to dissipate.
Wine sales fell 3% in value and 4% in volume versus
the same period in 2024, based on my analysis of NIQ
data. For the first six months of the year, both wine
sales value and volume dropped 5%.

Distributor depletions declined 8% in volume and
revenue in the second quarter, according to SipSource,
a narrow improvement relative to Q1. On-premise

depletions are now contracting at a slower rate than
off-premise depletions, though the gap is narrow.

The disconnect between depletions and retail sales
is due to ongoing inventory reductions at the retail
level. Wine points of distribution fell 5% in the
first half of the year versus the same period a year
ago. Consequently, alcoholic beverage wholesalers
have made no progress on trimming their bloated
inventories thus far in 2025.

The premium and luxury segments of the market
continue to hold up better than the lower end. There is
evidence of significant discounting in the $50+ price
tier and, in total, off-premise wine prices slipped 1%
during the first seven months of the year, according

to consumer price index data. Meanwhile, on-premise
prices are still rising.
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West Coast wineries have struggled
to attract visitors in 2025, and club
member counts are declining.

The direct-to-consumer (DtC) channel has seen some
improvement in recent months, in the wake of a
disappointing spring.

DtC sales by Community Benchmark participants fell 6%
in the second quarter on a year-over-year (YOY) basis and
were down 5% for the first half of 2025. Revenues were
down in all regions. However, the rate of decline slowed
to less than 2% in June and July.

West Coast wineries have struggled to attract visitors in
2025, and club member counts are declining. Rapidly
rising bottle prices in a time of heightened consumer price
sensitivity are likely central to the problem. The average
price of bottles shipped to consumers rose 8% YOY in the
seven months through July, according to figures from
Sovos ShipCompliant and Wine Business Analytics. There
was considerable variation across regions. Those with
larger increases generally saw steeper drops in volume.

Despite the initial round of tariffs imposed in April and
a weakened dollar, domestic wines have yet to wrest
any share from imports in the U.S. market. However,
retaliatory measures to U.S. tariffs are taking a severe
toll on American wine exports.

Retaliatory measures to U.S. tariffs
are taking a severe toll on American
wine exports.

Wine exports fell 38% in value and 25% in volume
during the second quarter versus the same period

last year, according to the U.S. International Trade
Commission. This was primarily due to collapsing
exports to Canada, which fell 96% amid widespread
provincial bans of American alcohol, representing a loss
of more than $100 million to U.S. wine producers.

Though far smaller in value, exports to China plunged
60%, and those to the U.K. (the second most important
buyer of American wine) tumbled nearly a quarter.

Wine Exports to Canada Have Collapsed

Million Dollars

50

40

30

20
0 -

& & > & N o & e s > &

S N » o ? W ¥ o < N4 ¥
5;:;5 Terrainm Sources: USITC, Terrain

TERRAINAG.COM

WINESCAPE FALL 2025 - 4


https://terrainag.com

MARKET HAPPENINGS

Wine Market Outlook:

A Muted Near-Term Outlook for Wine Sales

It is difficult to get a clear read on the economy today,
let alone where it will be in six months. Tariffs and a
highly variable policy environment are muddying the
tea leaves.

Real GDP slipped in the first quarter to -0.5%, mainly
due to a surge in imports attempting to beat the tariff

clock, before rebounding to 3.3% in the second quarter.

Altogether, the economy grew at an annualized rate of
1.4% in the first half of 2025, a substantial slowdown
from the 2.8% growth in the second half of 2024.
There was some improvement on the inflation front in
the spring, but the June and July readings were hotter
at 2.9% and 3%, respectively.

Employment growth has slowed substantially

in recent months following major revisions by

the Bureau of Labor Statistics. Even so, the
unemployment rate stands at just 4.2%, as labor
force growth too has stalled because of a declining
immigrant population (both legal and illegal). The

Pew Research Center indicates that the number of
immigrants living in the U.S. declined by 1.4 million
from January to June. Wages continue to grow in
real terms, and a resurgent stock market added to
household wealth in the second quarter.

Consumer sentiment, however, remains deeply
depressed. There are signs of stress, particularly among
lower-income and young consumers. Interest rates are
still elevated, and consumer loan delinquencies have
risen above their pre-pandemic level, primarily because
of a surge in missed student loan payments. Despite
this, consumer spending is growing in real terms,
though more hesitantly than in 2024.

The economic outlook remains murky. There is

more clarity on the tariff front, which could alleviate
some of the decision-making paralysis that has
constrained growth, but this could change on a dime.
Tariffs’ ultimate impact on prices and the economy is
uncertain but likely to be negative in the near term.

Key Economic Indicators

Change in GDP Unemployment

(real) Rate
3.3% 4.2%
Q2 2025 Q2 2025
-0.5% 4.1%
Q1 2025 Q1 2025
Consumer Change in

Employment

0.7%

Sentiment Index

55.0

Q2 2025 Q2 2025

64.5 1.3%

Q1 2025 Q1 2025
;i Terrain.

Change in Consumer
Spending (real)

1.6%

Change in
Consumer Prices

1.6%

Q2 2025 Q2 2025
3.8% 0.5%
Q1 2025 Q1 2025

Change in Average
Weekly Earnings

4.1%

Q2 2025

2.9%

Q1 2025

Household Loan
Delinquency Rate

5.3%

Q2 2025

4.9%

Q1 2025

Note: Monthly data are averaged to create quarterly values where applicable.

Change indicators are compound annual rates of growth.

Sources: FRED, Federal Reserve Bank of New York, University of Michigan, Terrain
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Consumer Sentiment Remains Deeply Depressed

Index of Consumer Sentiment
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Consumers are apt to remain
cautious and price-sensitive.

The Terrain team believes that sluggish economic
growth, sticky inflation and a gradually softening
labor market is the most likely scenario going
forward. We expect the Federal Reserve to cut interest
rates modestly, unless the labor market softens

more than anticipated. However, given the White
House’s pressure on the Fed to lower rates, a more
pronounced reduction is not out of the cards heading
into the 2026 primaries.

This environment does not support improving
consumer confidence or increased spending on
discretionary items like wine. Consumers are apt to
remain cautious and price-sensitive. Consequently,
I don’t expect much change in the trajectory of
wine sales in the near term, and elevated wholesale
inventories will continue to constrain shipments.

Trade frictions are not likely to provide much of a
boost to U.S. wineries in the near term. The tariff
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Sources: University of Michigan, Terrain

situation is still in flux due to legal challenges. At
this point, wines imported from New Zealand and
the EU are subject to a 15% tariff while most other
New World imports face levies of 10%. Import
prices will inevitably rise, and U.S. wineries could
conceivably gain market share. However, this will
be offset by lower wine sales, rising input costs and
depressed exports.

Given consumer price sensitivity, take a cautious
stance toward price taking unless you are prepared to
sacrifice volume. It will also be imperative to provide
and demonstrate value for the price on store shelves,
in the tasting room and to club members.

There could be some improvement in the economy
and a firming in wine sales next year, as the bulk of
the One Big Beautiful Bill Act tax benefits will hit
before the costs. Nonetheless, economic pressures
are not the only cause of slumping wine sales, so a
decisive rebound isn’t likely, particularly in the value
segment. I remain optimistic that premium and
luxury sales will eventually stabilize.
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Grape Market Outlook:

Slumping Wine Sales, Excess Inventory Continue to Weigh on the Grape Market

The California grape harvest is underway and progressing
on a normal timetable. The crop doesn’t appear to have
any major issues, though the hot and dry weather has
increased the threat of fire throughout wine country. While
it is still early, yields look to be average to slightly below
average for most varieties and regions, with the Interior
potentially being lighter than the Coast.

Given the muted near-term
outlook for wine sales, demand
IS not likely to materially
Improve before the harvest
season ends.

Unsold fruit remains abundant, and demand for
grapes is lethargic. Wineries are taking a cautious
approach to grape purchases because of depressed
wine sales, an uncertain economic environment and
inventory backlogs that many are working through.
Demand for bulk wine also remains subdued and
availability ample.

Given the muted near-term outlook for wine sales,
demand is not likely to materially improve before
the harvest season ends. Thus, despite widespread
mothballing and vineyard abandonment, a
substantial quantity of fruit is likely to go unpicked.
The grape crush is almost certain to come in below 3
million tons for a second consecutive year and could
turn out significantly smaller.

Progress clearly has been made
on the supply side.

The key question on everyone’s mind is when the market
will return to balance. This is impossible to answer with
any degree of certainty, as both the demand and supply
sides of the equation are ambiguous. Moreover, the answer
will differ for each appellation and variety.

Grape demand will ultimately depend on the future
trajectory of wine sales. This is still murky. In the near
term, demand will also be impacted by the speed at which
excess wine inventory is absorbed, as it should firm up
once this occurs. However, we don’t have reliable data

on how much excess inventory exists, let alone what it is
composed of, so the timetable for this is uncertain. A crush
below 3 million tons would accelerate it.

Quality will win out in an era of
heightened competition and
stagnant or declining wine sales.

Progress clearly has been made on the supply side. A
substantial number of vineyards have been removed since
last harvest, but we have only a vague idea of how much
acreage, where and what varieties. Visibility will improve
over time, as the California Association of Winegrape
Growers and Allied Grape Growers have recently launched
a project to track vineyard acreage, plantings and removals
using imagery.

Quality will win out in an era of heightened competition
and stagnant or declining wine sales. If you can produce
grapes at an affordable cost in relation to their quality,
there will eventually be demand for your fruit.

The best broad-brush advice I can give at this point is to
focus on what you can control, such as maintaining quality
and improving operational efficiency, and keep your eyes
on the relevant data and analysis.
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Alcohol consumption has declined steadily in recent years, with no signs of stabilizing.
This suggests more structural factors are at play.

The Moderation Movement Part 2: Why Americans Are Drinking Less

Following 2 1/2 decades of steady growth and a

brief surge during the COVID-19 pandemic, alcohol
consumption appears to have peaked in 2021. The
National Institutes of Health indicates that consumption
fell in 2022, and while more recent figures haven't yet
been released, other relevant data sources suggest that
the decline has intensified since then.

The move toward moderation or abstinence is most
evident among the younger generations (Gen Z and, to
a lesser extent, millennials), as self-reported drinking
rates for young adults have fallen sharply over the

past decade. The decline in alcohol use has also been
more pronounced for men than women and for non-
Hispanic white people. I discussed these findings in
detail in the first part of this two-piece series on alcohol

consumption (Winescape | Summer 2025).

The moderation movement
looks to be more than just a
post-pandemic hangover,

In this piece, I focus on articulating the causes of the
decline, which are varied, and whether it is likely to be
temporary or a longer-lasting phenomenon.

The moderation movement looks to be more than
just a post-pandemic hangover. Drinking did surge

in 2020 and 2021, and the subsequent decline could
initially be construed as normalization. However,
consumption now looks to be tracking below its pre-
pandemic level and there are no signs of stabilization
as of midyear 2025. This suggests there are other
factors involved.

The causes of the slump appear mainly structural, though
economic pressures are likely playing a role as well.

I see five plausible structural headwinds for alcohol
consumption:

1. Demographic change

2. Cannabis consumption

3. GLP-1drugs

4. Less in-person socializing

5. Changing attitudes toward alcohol and health

Wine will need to take market
Share in the alcohol category
Jjust to maintain its current
volume of sales.

I don’t expect these headwinds to dissipate anytime
soon. Thus, I project that consumption will continue to
decline for the foreseeable future.

The moderation movement has important repercussions
for wine. Most importantly, wine will need to take market
share in the alcohol category just to maintain its current
volume of sales.

Consumers are also apt to drink better wine if they drink
less, and I expect a shift in preferences toward lighter
wine styles and alternative packaging formats.

On an optimistic note, to the extent that declining alcohol
consumption is being driven by health and wellness
concerns, I believe that wine has some distinct advantages
over other alcoholic beverages. But the industry needs to
do a better job of explaining its virtues to consumers.
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ARE ECONOMIC PRESSURES TO BLAME?

Economic pressures may be contributing to the slump, but
I don’t believe they are the main cause for two reasons:

1. Alcohol consumption has been fairly resilient during
past periods of economic distress. Consumers may
trade down, but most drinkers continue to drink.

2. Economic conditions haven’t been all that bad in recent
years, though some financial stress is evident among
lower-income consumers.

There have been three recessions since the turn of
the 21st century. The shallow downturn in 2001 had
almost no discernible impact on alcohol consumption.

In the Great Recession of 2007 to 2009, the

most severe downturn since the 1920s, per capita
consumption declined just 2% despite acute financial
distress, according to the National Institute on Alcohol
Abuse and Alcoholism. And consumption rose in
2020 when GDP dipped during the brief COVID-19
recession, though this period was atypical due to
unprecedented government stimulus payments.

The U.S. economy has experienced an uninterrupted
expansion since the COVID-19 recession ended in

April 2020, and most consumers are still on relatively
sound financial footing due to a strong labor market,
rising real wages, surging stock prices and growing
home values. The unemployment rate hasn’t exceeded
4.3% since 2021 and remains well below the 25-year
average of 5.7%.

Financial pressures have likely
caused some consumers to
curb spending on discretionary
items, including alcohol.

Nonetheless, consumers haven’t been feeling very
optimistic. Sentiment has fluctuated near levels
typically associated with recessions. Moreover, rising
food, housing and healthcare costs, coupled with high
interest rates, have caused financial strains for some,
particularly those in the lower half of the income
distribution. Consequently, auto loan and credit card
delinquency rates have risen, though they are nowhere
near Great Recession levels.

Economic Pressures Don't Appear to Be the Main Cause

Year-Over-Year Change

8%
== Real GDP
6%
4%

2%

0%

== Per Capita Alcohol Consumption

Note: Figures for 2023 and 2024 are rough estimates based on alcohol sales and tax data.
Sources: Bureau of Economic Analysis, National Institutes of Health, Terrain
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The younger generations, who are at the forefront

of the moderation movement, have also faced some
unique financial challenges, including rising student
loan debt burdens and sky-high house prices. Even so,
this narrative may be overstated, as a 2024 Federal
Reserve study found that both Gen Z and millennials
are doing materially better than their predecessors
were at similar ages based on objective measures such
as income and wealth.

Alcohol prices have also fallen 7% in real terms over
the past five years, according to consumer price
index data. So, affordability doesn’t appear to be the
issue either.

Nonetheless, financial pressures have likely caused
some consumers to curb spending on discretionary
items, including alcohol. But I suspect the impact
has been modest given that more severe periods of
financial distress have had little effect on alcohol
consumption in the past. Thus, there are almost
certainly other factors involved as well.

FIVE CONTRIBUTING FACTORS

I see five plausible structural factors that are likely
depressing alcohol consumption. Only one represents a
direct backlash against alcohol, while the others are side
effects associated with broader social, demographic and
technological trends.

1. Demographic Change

The U.S. population is both aging and becoming
more diverse. This is a headwind for alcohol because
consumption typically declines with age, particularly
in the later stage of life, and multicultural consumers
drink substantially less than their non-Hispanic
white counterparts.

While I can’t precisely quantify the differentials in
alcohol consumption, I've produced ballpark estimates
based on combining survey results relating to drinking
frequency and intensity. The difference in per capita
consumption between non-Hispanic white consumers
and other racial ethnic groups looks to be in the range
of 30% to 40%. And the drop in consumption as

individuals age from their 60s to their 70s appears to
be near 20%.

Declining consumption during the later stage of life is
due to a combination of factors, including diminishing
tolerance for alcohol, health-related issues such as
medication interactions, and economic circumstances.
The share of adults in their 70s began to increase
quickly when the oldest boomers reached this
threshold in 2016.

Increasing diversity is almost
certainly part of the reason why
the younger generations are
drinking less.

The U.S. population has also become gradually more
diverse, as each successive generation is more diverse
than the preceding one. Lower alcohol consumption
by non-white consumers is due partly to economic and
cultural factors, though there is a biological basis as
well. For example, many East Asians have heightened
sensitivity to alcohol due to genetic differences that
inhibit their ability to metabolize it.

The demographic transformation has been persistent
yet very gradual, so it can’t explain the abrupt shift

in alcohol consumption that began several years ago.
Nonetheless, increasing diversity is almost certainly
part of the reason why the younger generations are
drinking less: Nearly three-quarters of boomers
identify as non-Hispanic white, compared with just
half of Gen Z, according to the U.S. Census Bureau.

Demographic change clearly
represents a headwind for
alcohol consumption, but a
slow-moving one.

These demographic shifts will continue to progress
gradually. The aging trend will accelerate over the next
decade as the younger boomers reach their 70s, and
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The U.S. Population Is Aging and Becoming More Diverse

Share of the U.S. Adult Population
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one in five adults will be at least 70 by the early 2030s.
The Census Bureau projects that non-white racial
ethnic groups will account for all growth in the adult

population in the coming decade and form 43% of the
total in 2034, up from 39% in 2024.

Demographic change clearly represents a headwind
for alcohol consumption, but a slow-moving one.
Moreover, boomers are in better financial shape

than their predecessors, so their consumption could
potentially hold up better as they age. And alcohol

use rates for white and non-white consumers have
gradually narrowed over the past decade. If this
continues, the impact of growing racial ethnic diversity
could also be muted.

2. Cannabis

Like alcohol, THC, the main active ingredient in
marijuana, is an intoxicant that facilitates relaxation and
mood elevation. Historically, its use has been constrained
by its status as an illegal substance. This began to change
in 2012, when Colorado and Washington first legalized
recreational cannabis. It is now “fully” legal in 24 states
and the District of Columbia.

Non-Hispanic White

Sources: U.S. Census Bureau, Terrain

Consequently, marijuana use has surged. The 2023
National Survey on Drug Use and Health (NSDUH)
indicates that one in six adults used cannabis in the
past 30 days — more than double the percentage

in 2013. (This may overstate the actual increase,
though, since users may have been more willing

to self-report in the later survey given the growing
social acceptance.)

And now, you can even drink your weed. Beverages
infused with THC have skyrocketed in popularity
in recent years, though sales still appear to be tiny
in relation to alcohol. They are a closer substitute
to alcohol due to their similar, drinkable method of
delivery and ability to produce a buzz much more
quickly than cannabis consumed in an edible form.

Low-dose versions derived from hemp, such as Cann
and Wynk, are now being sold in some states where
cannabis is illegal. This loophole was created by the
2018 farm bill, which federally legalized hemp-based
products with low levels of THC. Moreover, these
products can be found in supermarkets, convenience
outlets, and liquor stores in some states, while
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traditional cannabis products can only be purchased
in state-sanctioned dispensaries. Thus, they have the
potential to reach a broader audience.

Has cannabis reduced alcohol consumption? The
scientific evidence is still inconclusive. Some studies have
found that cannabis can be a substitute for alcohol while
others suggest they may be complements. Most of the
studies are based on small and non-random samples, and I
haven’t seen any that focus on drinks, so their results can’t
be readily generalized.

However, there is clearly a substantial overlap between
their audiences. The 2023 NSDUH found that 72% of
past-month marijuana users also drank alcohol during the
same month. Nearly one-quarter of past-month drinkers
also reported using cannabis, up from 10% in 2011. From a
financial standpoint alone, it seems probable that growing
cannabis use is lowering alcohol spending.

There are also widespread anecdotal accounts of
consumers substituting cannabis for alcohol. Reasons
cited include perceptions that it is less harmful to health,
has fewer calories, and delivers more “buzz” for the buck.

Cannabis likely has been
Sstealing some occasions

from alcohol, and this may be
hastening because of the rise of
THC drinks.

Even so, cannabis doesn’t appear to be the main
explanation for why the younger generations are
drinking less. While cannabis skews toward a younger
audience, it always has. And the increase in use rates
over the past decade has been greatest for 35- to
49-year-olds, yet their alcohol use hasn’t declined nearly
as much.

Considering all the evidence, cannabis likely has been
stealing some occasions from alcohol, and this may be
hastening because of the rise of THC drinks.

The impact will almost certainly intensify as more
states legalize cannabis. While national legalization
does not appear imminent, the Trump administration

Marijuana Can't Explain the Steep Decline in Drinking by Young Men

Change in Past 30-Day Use Rates: 2013 to 2023
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Sources: National Survey of Drug Use and Health, Terrain
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is looking into reclassifying marijuana as a less
dangerous drug, which is an important first step.
Sales of THC drinks are also expected to continue to
surge, though this is not a foregone conclusion given
their murky legal status. For example, California
banned hemp-based beverages in 2024, and more
states are considering regulating or prohibiting them,
including Texas.

3. GLP-1 Drugs

GLP-1 drugs (such as Ozempic, Mounjaro and
Wegovy), which help to regulate blood sugar and
suppress appetite, have become an increasingly
popular treatment for diabetes and, more recently,
weight loss. In addition to their intended effects,
GLP-1s appear to have an important side effect: They
reduce desire for alcohol.

GLP-1s were first approved for diabetes in 2005
and weight loss in 2014, though their use has been
minimal until recently. Estimates of the percentage
of adults taking GLP-1 drugs ranged from 6% to 10%
in 2024.

For example, a 2024 Kaiser Family Foundation survey
found that one in eight adults had tried them and 6%
were currently using them. A Fairhealth study based on
insurance claims data indicated that 4% of insured adult
patients were prescribed a GLP-1 drug in 2024. This
compares with less than 1% in 2020.

Several recent survey-based
studies found that GLP-1

use was associated with a
Statistically significant reduction
in alcohol consumption.

Are GLP-1 drugs suppressing alcohol consumption?
Many users report drinking less because the drugs
decrease the enjoyment of alcohol or promote feelings
of fullness. And several recent survey-based studies
found that GLP-1 use was associated with a statistically
significant reduction in alcohol consumption, though
they don’t explicitly quantify the decrease.

Young Adults Are Least Likely to Be Prescribed GLP-1 Drugs

Percent of Patients Prescribed a GLP-1 Drug
7%

6%

5%

== Overall Percent of Patients Prescribed a GLP-1 Drug
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The explosion in GLP-1 use in recent years also
dovetails with the decline in alcohol consumption

that began in 2022. Even so, they don’t look like

the primary driver, as young adults, who are at the
forefront of the moderation trend, have relatively low
use rates. Conversely, GLP-1 use skews toward mature
consumers, who have reported a smaller decline in
alcohol use.

The impact of GLP-1 drugs is likely to intensify as

their adoption increases, particularly for weight loss.
Approximately half of American adults are thought to
be eligible to take them, and a recent PwC survey found
that 30% to 35% are interested in using them.

The main obstacle appears to be financial, as the “list
price” of GLP-1 drugs often exceeds $1,000 a month.
Insurance coverage, particularly in conjunction with
weight loss, remains restrictive. It is difficult to predict
how the insurance situation will unfold.

Nonetheless, competition among suppliers is growing,
and some are beginning to offer lower prices to
individuals lacking insurance coverage. Moreover,
patents related to the active ingredient in GLP-1 drugs
and their manufacture will expire over the next several
years, paving the way for lower-cost generic versions.
So, adoption is almost certain to surge in the years
ahead, and GLP-1 drugs look to be a stiffening headwind
for alcohol consumption.

4. Less In-Person Socializing

As a social lubricant, alcohol has long been a central
part of the experience in many types of gatherings.

Leisure time spent socializing in
person fell from an average of
5 hours per week in 2074 to 3.9
hours in 2022,

But Americans are spending progressively less time
socializing in person, both in their personal and
professional lives, and more time alone, with pets, and
in digital spaces.

According to the American Time Use Survey, leisure time
spent socializing in person fell from an average of 5 hours
per week in 2014 to 3.9 hours in 2022, a decline of more
than 20%, though it ticked back up to 4.1 in 2024. On the
other hand, time spent on social media and in front of
screens has risen sharply.

The rise of remote work has also reduced opportunities
for in-person interaction in business-related settings. This
means fewer meetings over meals and after-work happy
hours where alcohol takes center stage. Convention center
business remains below its pre-pandemic level.

Cell phones and social media also make it easier to
capture and broadcast mischievous behavior, which can
potentially have disastrous consequences. This may be
causing some people to drink less or eschew alcoholic
beverages entirely in social settings.

Are these societal shifts depressing alcohol
consumption? I haven’t found any studies that address
this topic explicitly, but it makes sense that less in-
person socializing is reducing the number of potential
drinking occasions. (Based on my personal experience,
neither dogs nor Facebook are as good of drinking
buddies as my friends, and I rarely imbibe during virtual
business meetings.)

Moreover, the decline in socializing has been most
pronounced for the younger generations. However, it began
well before the recent U-turn in alcohol consumption, and
consumption increased during the pandemic when there
were strict prohibitions against in-person socializing. So, it
doesn’t look like the primary driver.

Will this headwind persist? I don’t see a scenario in which
screens and social media will occupy less of our leisure
time going forward. Also, the younger generations, who
are digital natives, will form an ever-larger share of the
legal drinking age population with time. Conversely, the
remote work trend does appear to be waning a bit. Some
workers are returning to the office, though in many cases
only on a part-time basis.

Thus, it is uncertain whether this headwind will
strengthen or dissipate going forward.
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Young Adults Are Spending Less Time Hanging Out

Leisure Hours per Month Spent Socializing in Person
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5. Changing Attitudes Toward Alcohol and Health

The Gallup poll periodically asks a question relating

to alcohol and health. In 2018, 28% of respondents

felt that moderate alcohol consumption was bad for
their health. When the question was next asked five
years later, the share had increased to 39% — and 53%
concurred in 2025. Conversely, just 6% of respondents
believed that alcohol was good for their health, down
from a high of 25% in 2005.

While it is impossible to quantity,
rising skepticism has almost
certainly weighed on alcohol
consumption in recent years.

While it is impossible to quantify, rising skepticism
has almost certainly weighed on alcohol consumption
in recent years. This is evidenced by the growing
number of drinkers indicating they are “sober
curious” or participating in events such as Dry
January and Sober October. Moreover, the younger

generations are most likely to subscribe to this view
and their negativity will become more embedded
going forward.

The opinion shift is partly the product of a burgeoning
health and wellness movement that is evident in society
more broadly. But a sophisticated and well-funded anti-
alcohol movement, which has gained influence over the
last decade, has surely accelerated the swing.

The anti-alcohol movement’s mission is clear: Reduce
alcohol consumption by as much as possible. This is
epitomized by the World Health Organization’s (WHO)
widely broadcast statement in 2023 that “no level of
alcohol consumption is safe.”

The anti-alcohol movement will continue to attempt
to exert its influence on public opinion and policy
going forward.

In one example, a federal organization dedicated

to preventing underage drinking was tasked with
providing a report to support revisions to the U.S.
government dietary guidelines scheduled to be released
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later this year. The report from the Interagency
Coordinating Committee on the Prevention of Underage
Drinking has since been withdrawn by the Department
of Health and Human Services, and inside sources now
suggest that specific guidelines pertaining to alcohol use
will not be included in the dietary guidelines.

In addition, the outgoing surgeon general has publicly
advocated for cancer labels on alcohol products, though
the Trump administration has not shown interest in
pursuing this. WHO is also advocating for an increase in
alcohol taxes worldwide to inhibit drinking.

Thus, the health issue is likely to continue to weigh on
alcohol consumption.

Nonetheless, attitudes toward alcohol and health can
be fickle, so it is not a foregone conclusion that they
will become more negative. For example, there was

a positive turn in the early 1990s after the “French
Paradox” aired on “60 Minutes.”

The science is also far from settled. A recent report
by the National Academies of Sciences, Engineering,

and Medicine — also commissioned in conjunction

with the dietary guidelines — found that moderate
alcohol consumption was associated with lower “all-
cause mortality.” In other words, people who drink in
moderation live longer than those who don’t drink at
all. So, it is not inconceivable that a more favorable view
could emerge in time.

A TENUOUS OUTLOOK FOR DRINKING

The recent decline in alcohol consumption does not
just look to be a post-pandemic hangover. Economic
pressures don’t appear to be the main cause either.

| don't believe the moderation
movement is a temporary
phenomenon, and | expect
alcohol consumption to
continue to decline for the
foreseeable future.

Attitudes Toward Alcohol and Health Have Become More Negative

Percent of Respondents Who View Moderate Alcohol Use as Bad for Health
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Thus, structural factors appear to be playing a key role,
though it is impossible to disentangle their individual
impacts. None are likely to dissipate anytime soon,
and some are apt to stiffen. Several of these trends are
also more pronounced in the younger generations and
will become more deeply embedded in society with
time. For these reasons, I don’t believe the moderation
movement is a temporary phenomenon, and I expect
alcohol consumption to continue to decline for the
foreseeable future.

But it is also important to keep the situation in
perspective. Alcohol has played an important role
in society for many millennia, and there have been
ups and downs before. Its role will almost certainly
continue, though it may be diminished.

Because the drivers of the moderation movement

are varied and difficult to quantify individually, it is
impossible to predict the future trajectory of alcohol
consumption with any degree of certainty. Even so, the
past drinking recession can provide a relevant, albeit
imperfect, guidepost. As Mark Twain opined, “History
doesn't repeat itself, but it often rhymes.”

Following a period of steady growth during the
supercharged 1970s, per capita alcohol consumption
fell steadily between 1980 and 1995, with a total
decline of 25%, according to the National Institute
on Alcohol Abuse and Alcoholism. Like today, health
concerns were at the forefront, though a backlash
against drunk driving was also a hallmark of this
period. This culminated in legal and regulatory
changes, including an increase in the minimum
drinking age to 21, lowered alcohol limits while driving
in most states, and a requirement that alcohol labels
include health warning statements.

While the causes of the current temperance movement
are not identical, the headwinds seem at least as
strong. However, there has been one crucial change

since then: Population growth has slowed considerably.

The 25% decline in per capita consumption during the
15-year slump in the ’80s and ’90s resulted in a drop in
total alcohol consumption of just 7.5%, or 0.5% per year,
due to a surging legal drinking-age population. A similar

percentage decline in per capita consumption between
2022 (when the current slump began) and 2037 would
lead to a contraction of 17%, or 1.3% per year, because
the adult population is projected to grow at less than
half the rate, per Census Bureau projections.

Thus, the decline could be material and have far-
reaching implications for the alcohol industry in
general, and the wine industry specifically.

A HEADWIND FOR WINE, BUT SOME AREAS OF
OPPORTUNITY AS WELL

Wine is not immune from these headwinds. If alcohol
consumption declines, the overarching implication is
that wine will need to take market share at a similar rate
just to maintain sales volume at its current level. This

is a pressing challenge because wine has been losing
market share since the late 2010s.

Declining alcohol consumption
represents a serious challenge,
but | believe that wine is well-
positioned to attract consumers
concerned with health and
wellness.

The moderation movement also has repercussions for
consumer behavior and preferences. Understanding

these can help wineries and growers adapt to the evolving
market environment and maximize their odds of success. I
see three likely shifts, though there are surely more:

1. Premiumization. If consumers drink less, they are
apt to treat it like an indulgence and drink higher-
quality beverages when they drink. Presumably,
they will be able to spend more because they are
purchasing fewer bottles. Thus, the moderation
movement is likely to have less impact on the
premium and luxury segments.

2. Wine styles. If consumers are more concerned with
health and wellness or taking GLP-1 drugs, lighter,
crisper wines with less oak, alcohol and calories
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should become more appealing. Alcohol-removed
wines should also continue to gain traction. This
has implications for both wine making and grape
growing practices.

3. Packaging formats. If more consumers are drinking
alone or less due to age, health concerns, or GLP-1
drugs, then the 750 ml bottle may not be suitable
on as many occasions. Thus, there may be a shift in
demand toward smaller formats (splits, cans, etc.)
and containers that preserve freshness for longer
like bag-in-box.

Declining alcohol consumption represents a serious
challenge, but I believe that wine is well-positioned to
attract consumers concerned with health and wellness
because it has some distinct advantages over other
alcoholic beverages.

Wine is inherently a natural product: It is simply

fermented grapes and typically low in harmful additives.

It contains no fat, and generally no added sugar, and dry
wines are relatively low in carbs and calories. Organic

and sustainable options are widely available.

Moreover, there is evidence to suggest that wine has

potential health benefits not found in other alcoholic
beverages. For example, the antioxidants from grape
skins are thought to promote heart health when wine
(particularly red wine) is consumed in moderation.

The industry must strive to tell
the story of wine in a simpler and
more compelling manner.

And more so than any other alcoholic beverage, wine
is not just a means to a buzz. It is meant to be savored
and shared with friends and family. It is sophisticated.
It enhances the enjoyment of meals. It is steeped in
history, culture and geography. In essence, it is the
drink of moderation.

These virtues should appeal to consumers of all

ages and the younger generations in particular,
though they may not yet realize it. The industry must
strive to tell the story of wine in a simpler and more
compelling manner.
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BEHIND THE REPORT

Appendix
Data and Methods

INFORMATION SOURCES

There is no single, comprehensive source of information
on the U.S. wine and grape markets. Rather, there are
many different sources that capture specific slices of
these markets. The analysis in this report represents a
synthesis based on the review of multiple points of data
and information.

These include statistical data from private data
vendors, reports from industry service providers,

U.S. government data, and internal data collected by
American AgCredit’s appraisal and underwriting teams.
I assess the relevance and reliability of each source and
weight it accordingly in the analysis.

The report also incorporates anecdotal information
gleaned from conversations with market
participants, including wineries, growers and various
market intermediaries.

This approach enables “Winescape” to deliver a relevant
and nuanced perspective on wine and grape market
trends as well as an informed outlook.

THE WINE SALES DASHBOARD

The dashboard provides a directional view of wine
sales trends, reflecting the fact that none of the
market segments and sales channels are measured
with precision.

The year-over-year change column is a directional
indicator of the percentage change in wine sales for
the most recent six-month period relative to the same
period a year earlier. I focus on the six-month period
because the quarterly data can be volatile.

/] Substantial increase

Year-Over-Year
Change

Modest increase
Little to no change
Modest decline

J/ Substantial decline

The trend column provides an indication of whether
the rate of change in sales has improved or deteriorated
over the past 12 months. For example, if sales in the
value segment are falling on a year-over-year basis, but
at a slower rate than in the past, the trend is improving
and an up arrow is assigned.

Trend N\ v

Improving Stable Deteriorating

The retail price segments are defined as follows:

Retail $ Value Less than $11
Il $$ Premium $11t0$19.99
Segments

$$+ Super-Premium $20 to $49.99
$$$ Luxury $50 and up

\)
o2
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