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Abstract

The underlying project was carried out with the purpose of conducting an internationalization
strategy of Quinta dos Termos to China. Thus, this project focuses on exploiting the competitive
advantages resources of the firm, followed by China ranking analysis and then selecting the most
suitable city, in this case Hong Kong. Furthermore, an implementation strategy is suggested with
the most optimal mode of entry and several of activities for a successful internationalization to

Hong Kong wine market.
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1. Quinta dos Termos internal analysis

1.1 Description of the company

Quinta dos Termos is a Portuguese family-owned wine company located in Belmonte, on the
southern slopes of Serra da Estrela, in Beira interior. Focused on conserving the local fauna and
flora, it allows an environmentally sustainable wine production. With a privileged location,
sheltered from cold north winds and with sunlight from the south of the mountain, Quinta dos
Termos has excellent conditions for growing vines, producing mature grapes providing aromatic
and consistent wines. Acquired in 1945 by Alexandre Carvalho, passed on to his son and current
owner Jodo de Carvalho, who rebuilt and restructured it to what it is today. Currently, Quinta dos
Termos is located on around 180 hectares with 60 hectares of cultivated vines.

Given its environmental concern, it’s also certified in integrated crop management by Sativa. The
wine is produced without using herbicides, pesticides or any aggressive products to the
environment and to health, using cultivation practices that help to maintain and preserve the soils,
avoiding erosion or any other damage, being a biological wine production a short-term objective.
Furthermore, the quality control is ran throughout the whole process: the grapes, the bottles, wine
in the vats and even the wine that is no longer in the market, in order to check its capacity of

ageing.

Concerned about the future, Quinta dos Termos also focuses in genetic research, having a field of
vine clones used to research grape varieties and wine production, oriented by professor Antero

Martins from The Instituto Superior de Agronomia in Lisbon.

Quinta dos Termos Selection counts on 20 different wines: 12 red wines, 3 white wines, 1 clarete,
1 rose, 3 sparkling wines and with a price range between €3,76 and €20, allowing to target
different segments of the market. The best recognition for this portfolio is the number of awards,
regional and international, that so far have been collected — International Wine Challenge, wine

Master challenge, Decanter World Wine Awards and Brussels Challenge (Appendix 1)

1.2 Mission & Vision & Strategic objectives
Mission: following the traditional techniques of viticulture and winemaking, envisioned by
reputable oenologists, promoting the environmental sustainability and taking advantage of Quinta

dos Termos terroir synergies.

Vision: Quinta dos Termos wants to be a family winery producing wine with passion, quality,
differing from others by being wines of high quality of Beira Interior terroir and having a great

gastronomic aptitude.

Strategic objectives: 1) Revenues & Sales: In a 5 years term, the company wants to reach the

minimum of 2.500.000€ in revenues, setting the goal of increasing 30% of the sales each year,



only achievable with the increase of exportation. 2) Size Expansion: The company has enhanced
in proprieties and infrastructure investments in the same region, known as Herdade da Bica, in
Castelo Branco. 3) Differentiation: the investments are meant for the creation of different types
of wine, embellish of the landscape, construction of a dam and the entrance of Quinta dos Termos
in Events business, hoping in a three-year time, they can host some clients and provide a better

experience.

1.3 Value chain — Quinta dos Termos

For Michael Porter “Every firm is a collection of activities that are performed to design, produce,
market, deliver, and support its product” (Porter, 1985). All these activities represent the value
chain, the unique way for a company to deliver value for the consumers to develop the will to pay
for what the firm provides. The value chain is composed by primary, support and margin
activities. From this framework, it is possible to understand the contribution of each activity
within the business performance. Using the information collected from Pedro Carvalho —
Marketing and Strategy chief department - it was calculated the proportion that the costs
associated with each activity have in total revenues.

In the primary, all the activities involved are listed in the physical creation of the product, the sale
and post-sale assistance to the buyer. The grape production is the first step of the chain. The
control begins with winter pruning?, followed by green pruning and the cluster thinning in late
June. After the grapes begin to mature, grapes from different kinds are collected, in order to check
the degree of maturation?. Once achieved the perfect sugar content, acidity and pH, that day will
be the vintage day. It is also important to mention that 65% of the grapes used are cultivated in
Quinta dos Termos vineyards, following a certified integrated crop management regime while the
rest is bought from local producers, in which Quinta dos Termos perform a quality control
process. Furthermore, the wine development and production, after the collection of the grapes
into small boxes of about 15kg (Appendix 2), in the winery, those are destemmed and partially
crushed, followed by pre-fermentation maceration, fermentation, post-fermentation maceration
and malolactic fermentation in wine vats. Then, Jodo Carvalho and his Oenologist consultants

decide the type of wines that are going to satisfy the new trends and specifications of the customer.

The ageing is done in French oak barrels, Allier extra fine and Romanian fine, according to the
grape variety and the purpose of the wine (Appendix 3). Furthermore, the bottling, the labelling
and the packaging take place. Storage and Distribution, the one that has the higher weight, after

the bottling, the wine rest in pilled, depending on the classification required for wines with a

IPruning is a horticultural and sylvicultural practice involving the removal of certain parts of the vine, to remove
deadwood, controlling the growth and improving maintaining the health of it.

2Red Wine — pH of 3,5 and White wine — pH de 3,2.



minimum of 6 months. Later, the bottles are ready to be stored and distributed to various
restaurants in Portugal. The company has a main warehouse — Belmonte - and four others
strategically positioned- Maia, Coimbra, Marinha Grande e Lisboa (Rio de Mouro) - to minimize
the distribution costs in Portugal.

In the national market, the company has it owned distribution channel — with the 6 warehouses,
sales team and commission agents — without any other distributor. However, the company started
negotiations with potential distributors in areas that are difficult to reach as Azores, Minho and

Algarve, hoping to start working with two new distributors.

Regarding international markets, the company always works with local’s distributors. In Brasil,
in S. Paulo state, it works with Galeria dos Vinhos, a well-known company in the business that
works in different countries. In the Belgium case, it works with Zalou company, with a team

composed by one person of Beira-Interior region, who has a bigger know-how in Belgian market.

Marketing and sales, represent one of the biggest costs within the company. It is composed by
daily basis workers and outsourced workers. In daily basis, the number of workers from the
company includes a sales team of nine people — one coordinator and 3 commercials — that are
paid by commission, an accountant, a quality manager, an oenologist and a manager partner. The
sales agents are paid by commission, according to their performance, maintaining the motivation
levels high. Outsourced agents include Eng. Virgilio Loreiro, Eng. Manuel Malfeite and Eng
Francisco Santos and Sociedade A.T., including 10 men for plantation and construction. Finally,
Service well-marked by the post-sale, in case of any plausible complaint, six bottles are offered

to the injured consumer proving that as a loyal costumer, they will be well rewarded.

When it comes to support activities, those involve fixed and variable costs. Firm infrastructure,
counts on full-time employees dedicated to invoicing and accounting. The company also has a
fully modern cellar with the proper conditions for traditional methods of production, that if

necessary could expand without affecting the architecture or layout of the infrastructure.

Being a SME, the Human Resources management is made and supervised by the board of Quinta
dos Termos, as in addition to internal training, the firm consultants, cited above, give regular
training to all internal teams. Due to the good relationship with suppliers and other institutions,
some internal members are invited to external trainings. In terms of motivation, the company
organizes teambuilding sessions twice a year, with the main purpose of receiving feedback and
build stronger relationships with its collaborators. The company is composed by an acclaimed
oenologist, two oenologist consultants, one accountant, one chemist, nine sales people and
seasonal workers that reach 50 people in the harvest season and less than 5 during the winter.
Regarding Technology, the company has a permanent hired oenologist and chemist, who adopt

the lasted technology and quality control tools in all stages of production, increasing the efficiency
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of the whole process. Concerning Procurement, part of the production is acquired externally; the
quality of those grapes is guaranteed by Quinta dos Termos board of directors, who establish local
partnership. The grapes evolution is also supervised by the company’s internal teams throughout
the year, being consultants of theirs partners. It is important to mention the external production
represents 35% of the whole production.

Figure I: Cost Structure of Quinta dos Termos
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1.4 Competitive Advantage — VRIO

When analysing the competitive advantage, it is important to know the resources that are capable
of exploiting an opportunity or mitigating a threat. In order to conduct such analysis for Quinta
dos Termos, the VRIO framework was conducted. This internal tool was developed by Jay B.
Barney (2008), classifying the resources has being valuable, rare, inimitable and organizational
embedded. Furthermore, those strengths are compared with the competition to understand if there
is any sustainable competitive advantage. Moreover, the firm resources platform is composed by

core competencies, specialized assets and architecture of relations.

The analysis provided (Appendix 5) by this tool provides strategic implications, such as whether
Quinta dos Termos holds a temporarily, parity or sustainable competitive advantage or not.
Regarding the analysis, it is possible to conclude that Quinta dos Termos holds resources that
combined create synergies, building its sustainable competitive advantages. By looking in detail
at Quinta dos Termos resources, its core competencies include Wine making knowledge,
Sustainable vine growing knowledge, Genetic Research knowledge and Quality Control
Knowledge, which are characterized as being temporary competitive advantages. This means that
Quinta dos Termos could perform better than its competitors but only in the short term, not being

able of compete in the long term.

By looking in detail to the specialized assets, Terroir must be highlighted. Composed by four
elements - climate, soil, tradition and terrain — it’s the only resource capable of being valuable,
rare, inimitable and organizational embedded, giving the sustainable competitive advantage that

the company needs on the long term. Quinta dos Termos terroir is located in the southern slopes



of Serra da Estrela — the highest Portuguese mountain - in Beira Interior. Typically characterized
by the coldest Portuguese winters and the hottest Summers, the vineyards don’t need pesticides
nor chemicals to sustain their health, making wines with unique types of flavors. With its granitic
soil composed by orthoclase, quartz and other types of minerals, the soil warms quickly and
retains the heat, minimizing the levels of acidity in the produced wines.

Furthermore, Quinta dos Termos is proud of its network, by establishing a close relation with
University of Beira Interior, the School of Agronomy of the University of Lisbon and with
Comissdo Vitivinicola Regido da Beira Interior. These temporary competitive advantages, create
an intangible asset that allow the company to be promoted in Portugal and around the world,

achieving and exploring new ways of production.

Lastly, Quinta dos Termos fails by not having a website as a resource. In a technological world,
a website is valuable and the lack of it could lead to a loss of competitive advantage as the

company does not also sell online.

1.5 Financial Analysis

In 2015, Quinta dos Termos had a value of 1.512.306€, this note does not include the Assets of
Sociedade Agricola dos Termos Lda, which owns the land. In terms of financing, the company
requested a loan for the new project of Herdade da Bica®. Nevertheless, Jodo Carvalho is also
owner of textile factories, having good terms and conditions for all requested loans. From 2015
to 2016, the business grown 30% and since the beginning of the year 2017 until March, the

business has grown 17% concerning the previous year.

Quinta dos Termos closed 2016, with a gross margin of 42,40%, has an annual production of
550.000 litters, counting approximately 800.000 bottles with a total sales volume of 826.532€
which 21% represent exports. Furthermore, the company has been facing a production bigger than
its sales. If the wine stays in stock 2 years without being sold, the company has to sell the excess
certified wine, in bulks to bigger corporations, in order to increase its profitability. So, it has

conditions for further efforts to expand to foreign markets, in this case China.

2. Market evolution

2.1 Industry mapping - Quinta dos Termos
In order to understand Quinta dos Termos supply chain complexity, an Industry Mapping was
performed. The Industry map is divided in four main categories: international public institutions,

national public institutions, International private institutions and national private institutions.

3 Herdade da Bica with 30 hectares of vineyard in Castelo Branco, it is the lasted land that Quinta dos
Termos acquired. The main goal of this project is increase the current production with new types of wines.
Furthermore, in three years’ time, Quinta dos Termos wants to enter in the hosting and events business.
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Figure 11: Industry Mapping of Quinta dos Termos

1) International public institutions
a. Wine Industry
i. Organisation of Vine and Wine (OIV)
ii. Common Organization of the market of agricultural products (OCM)
2) National Public institutions
a. Wine Industry
i. Quadro de Referencia Estratégica Nacional (QREN)
ii. Programa de Desenvolvimento Rural (PRODER)
jii.  Instituto da Vinha e do Vinho (IVV)
1. ViniPortugal
b. Universities
i. the school of Agronomy University of Lisbon
ii. University of Beira Interior
3) International private institutions
a. International distributors
b. International Private Channels of Advertisement
i. Magazines
ii. Journals
4) National private institutions
a. National suppliers
i. Cork
ii. Bottle
b. National Distributor
i.  Owned national distribution
c. Portuguese Private Channels of Advertisement

European Union representatives act for the main concern of all EU farmers, “by guaranty[ing]
minimum levels of production, so that [they] have enough food to eat and to ensure a fair standard
of living for those depending on agriculture”. Those rights are preserved through the International
Organisation of Vine and wine (OIV) and Common organization of the market of agricultural
products (OCM). OIV ruled the amount of production and consumption of wine in Europe, trying
to minimize the surplus. Each country that belongs to OIV, has its own organizations namely
Quadro de Referencia Estratégica Nacional (QREN), Programa de Desenvolvimento Rural
(PRODER) and Instituto da Vinha e do Vinho (IVV). By inviting renowned international wine
critics, limiting the production, controlling the rights of production and certifying the wines
according to a list of rigorous criteria, these entities have the mission to promote and oversee the
quality control of the Portuguese wine abroad. QREN and PRODER manage European funds to
finance agricultural projects that compete for this funding and demonstrate their economic, social
and environmental sustainability. Regarding IVV, every region has their own Wine commission.
Comisséo Vitivinicula da Beira Interior (CVRBI) is the commission that rules Beira interior,
which Jodo Carvalho — Quinta dos Termos owner — is the currently President for the third
mandate. Lastly, ViniPortugal is also an entity of IVV, it “is the Interprofessional Association

of the Portuguese Wine Industry and the entity managing the brand Wines of Portugal. Its



aim is to promote the image of Portugal as a wine producing country par excellence by valuing
the brand Wines of Portugal.” In the private sector, Quinta dos Termos has a closer relationship
with two main Portuguese Universities: the School of Agronomy of the University of Lisbon and
University of Beira Interior, helping Quinta dos Termos research. Furthermore, the company is
proud to maintain faithful relationships with its current international distributors and suppliers, in
the sense that due to the hard competition in the industry of distribution, it can offer a cheaper and
higher quality service. It is also important to mention, that the bottling is outsourced by ELA,Lda.,
which provides the machinery, technology and staff, that guarantee the quality and the hygiene
control of the process. People from Quinta dos Termos know how to position themselves and take
advantage of the quality of the agents who create value to its chain and promoting agents of the

industry that may help them internationalize.

2.2 Portuguese Wine in International Wine Markets

With a drop of 14.4mhl from the previous year, the estimation of 2016 world wine production
was 259.5mhl. Following the same pattern of European Union?, Portugal wine production is also
declining. In 2016, it registered a production of 6mhl, a variation of 14% comparing with the
previous year. Nevertheless, Portugal preserves its 5" position as a European biggest wine
producer and the 11" position at world wine biggest producer (Appendix 7).

Regarding world wine consumption, since the beginning of the economic and financial crisis of
2008, global consumption seems to have stabilised overall around 240mhl. Portugal ranks 11%
with 5mhl, the same amount since 2011 until 2015, hosting a share of 2% of the total world wine
production (Appendix 8). Wine consumption also seems to be decreasing in the most relevant
countries in Europe. However, it shows two promising countries outside the Eurozone, namely
China and Argentina, both with a variation of 3,2% in 2014 to 2015.

Concerning exports, in 2015 the global market® reached 104.3mhl in terms of volume, an increase
of 2% compared with 2014, i.e, 28.3bn in terms of value, a rise of 10% comparing with the
previous year. Spain has marked by the world leader in wine exportation, together with Italy and
France. They represent 57% of the worldwide exports in terms of value and 56% in terms of
volume. Despite the variation of -1,2% in terms of volume, Portugal hosts the 9" position in terms
of volume and value of wine exports, with a rise of 1.8% in terms of value, with a constant positive
trade balance, in 2015. (Appendix 9 and Appendix 10). Furthermore, all exported wine is divided

into 6 types of categories®, where China is the Portuguese wine importer leader, regarding POD

4 E.U. wine production has been decreasing at the mid-range estimated of 158.5 million hectolitres,
which is a significant decline of 7.7 million hectolitres compared with 2015’s production.

5> Global market considered as the total exports of all countries.

6 6 categories of wine — PDO wine (Appendix 11), PGl wine (Appendix 11), wine without classification,
Liquor wine, sparkling wine, other types of wine.
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wines and PGI wines in 2014 to 2015, in terms of percentage variation in value and volume
(Appendix 12). These indicators show the potential of the Portuguese wine in International
markets, with a continuous growth in terms of value of exportation, it can reveal a promising
future for the Portuguese wine and a tremendous opportunity for Quinta dos Termos'’s

Internationalization.

3. Internationalization process to China

3.1 Market selection

The market selection is one of the main dimensions of the internationalization process. The
selection of a new market means risky investments for the company in resources to seize the new
opportunity. Therefore, this section will analyse foreign markets for an international expansion
of Quinta dos Termos, considering Cavusgil(2008) score methodology, by assigned scores to
countries based on their overall market attractiveness. In the selection process, it was considered,
as a base of analysis, the top 4 countries that belong to the strategic markets list provided by
ViniPortugal. Then, a set of market potential indicators were chosen and different weights were
attributed to each criteria, with the purpose of a later rank to each country on each indicator. The
score varies from 1 to 4, and the scales used for each indicator were chosen following a contextual
and comparative analysis of each indicator. Additionally, those values are then multiplied by their
weights and added up in the end. The country with the highest score is the most suitable one for

a wine internationalization.

Table 1 — Market Screening Analysis

>
v,

RA

>
>
>
O
>

Market dimension (million inhabitants) (2016) 10% 3 2 4 1
GDP in trillion nominal USD (2016) 5% 4 2 3 1
GDP Annual growth rate (2016) 15% 8 1 4 2
GDP per capita in USD (2015) 10% 4 2 1 3
GDP per capita growth rate (2015) 10% 3 1 4 2
Wine Imports in litters Billion USD(2015) 10% 4 1 3 2
Imports of Portuguese wine variation in value (2016/2015) | 15% 2 4 3 1
Imports of Portuguese wine evolution in value (2016-2010) | 15% 3 2 4 2
Wine Consumption in litters (2015) 10% 4 2 1 3
Total 100% 3.2 1.95 3.1 1.9

It has been shown the USA to be the best country for internationalization, but after a meeting with
Pedro Carvalho’, Quinta dos Termos showed a greater interest in China. With the second-best
score closest to the USA and currently satisfied with its distributor in Shanghai, Quinta dos

Termos wants to increase its share in China. Despite of the sales volume has not grown in

7 Pedro Carvalho — Marketing and Strategy chief department.
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Shanghai, they do not want another distributor in Shanghai because China's business relationships
are based on Guanxi. So, in order not to affect the current relationship with its distributor, Quinta
dos Termos prefers going to another region. Furthermore, China has two special autonomous
regions (Macau and Hong Kong) that aren’t considered in the market selection data. Although
these two regions are autonomous in economic terms, they are not autonomous in geopolitical
terms. In that sense, those two regions are also considered to be in the Region selection. China is
the selected country. The Appendix 17 shows the relevant data that justifies the attribution of the

values.

3.1.1 China Brief Overview

The Popular Republic of China is a Socialist Republic composed by 31 administrative areas®,
which 22 are provinces, 5 Autonomous regions (Xinjiang, Mongolia Interior, Tibet, Ningxia and
Guangxi) and 4 counties (Beijing, Tianjin, Shanghai and Chongging), also counting with 2
Special Regions (Hong Kong and Macau). Its area is 9.989 thousand square kilometres, being 2.3
times the European Union size and 108 times bigger than the Portuguese territory. This big Asian
country with 1.376 Billion people, is the most populous country in the world and it is expected to
reach 1.4billion by 2020. Counting with 26% of young people (under 15 years old), 65% of
middle-aged people (above 15 years old and under 65 years old) and 8% of elder people (above
65 years old), with a positive tendency in middle-aged people and in elder’s people. China has
the second highest Gross Domestic Product of the world. In 2016, its value amounted 11.3 trillion
in nominal dollars and according to the IMF the growth of 6.5% in 2017) and 6.0% in 2018
(International Monetary Fund, 2016) are predicted. In fact, it is the second-largest economy with
an increase in consumer spending by 7.3% between 2013 and 2014. In terms of Gross Domestic
Product per capita, this has been increasing throughout the years, even though it’s still below the
biggest world developed economies. Macau has the 4" biggest GDP per capita, while Hong Kong
stays in the 17" position. China has a Debt to GDP ratio of 43.9% in 2015, with a low inflation
rate of 0.9% and a current high interest rate of 4.35% being considered a stable and prosper

economy (Trading Economics,2017).

In 2012, China was the world leader as the world’s top international tourism spenders, having 83
million trips abroad and spending US $102 billion. The number of trips abroad is expected to
reach 200 million by the year 2020. By increasing their travels abroad to wine drinking countries,
they are improving their taste, knowledge and preference for foreign wines in China (Market
Access Secretariat Global analysis, 2016 — The Wine Market in China 2016).

8 Two special Administrative Regions — Hong Kong and Macau.
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3.1.2 China Mainland Wine Market
As a way of simplifying the data collection, this section only refers to the wine market in China
Mainland, not considering Macau and Hong Kong wine market.

The Chinese wine market worth US$ 38.3 billion in 2015 and expected to increase 81%, reaching
US$ 69.3 billion by 2019 (Appendix 18). In 2015, China was the 2" world largest vineyard and
6" world largest producer counting with 830kha of area under vine and 11.5mhl of produced wine.
In the production, foreign castes® are normally used, with red wine counting 90% of the total wine
produced. In terms of consumption, China is part of the top 5, with a total wine consumption of

16mbhl, right after USA, France, Italy and Germany.

In China, the wine consumption decreased 8.42% between 2013 and 2015, comprising 6.48% for
the overall wine consumption in the world (Wine Institute, 2017). Moreover, the still light wines
category is the most prevalent among Chinese consumers, by conquering share form non-grape
wine each year, counting a total of 55% in 2015 in terms of sales of wine by value. Red wine,
which represents 73% of the total still light grape wine, is particularly popular because of its
perceived health benefits and the significance of the red colour in Chinese culture'®, counting with
an increase of 8% between 2014 and 2015. (Euromonitor,2016, Wine in China)

In terms of distribution channels, the HORECA channel is the most used, followed by
supermarkets and specialized shops. HORECA channels distribute 70% of the whole bottle
imported wine, whereas retail channel distributes the rest. In the HORECA channel, hotels count
with 6 to 7 suppliers, with 3 or 4 that are main suppliers and in the restaurants it counts up to 5
distributors, which only two or three are main suppliers. (ICEX, 2015, EI Mercado del Vino en
China)

Furthermore, Chinese wine market is dominated by a few big distributors that have power all over
the country. These few big distributors are Chinese wine producers. Their strength is divided by
region. Great Wall is all over China, Dragon Seal has a big strength in the North, Imperial Court
has a strong presence in Shanghai and Changyu is leader in many places. The rest of the
distribution is complete with small enterprises with low experience. (Wine in China, Euromonitor
2016)

Moreover, in China there are a few renowned distributors (Appendix 27,28,29,30,31), so great
part of the conditions are already pre-determined. If the company also wants to send samples to
China, it should send an international mail door to door, stating wine has no commercial value

and nevertheless can only send until 3 bottles. Normally, if it is bigger than 3 bottles, the importer

% Foreign castes — Cabernet Sauvignon and Franc, Merlot or Syrah.
10 Red colour represents wealth, power and good luck.
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has to pay for the remainder as commercial merchandise, generating some problems in the
customs. The importer has to present all the documentation about the merchandise and pay for
the import tax. (ICEX, 2015, EI Mercado del Vino en China)

Regarding the price segmentation of still red wines, in 2015, 5.4% of its consumption related to
wines priced between 30CNY and 59.99 CNY, while 24.2% were priced between 60CNY to
89.99CNY, and 70.4% had a price of 90CNY and above. (Wine in China, Euromonitor 2016 )

Famous for the quality wine, France has consistently been the main supplier of China but has only
experienced a moderate growth of 21% between 2011 and 2015 (World’s Top Exports 2016). Of
the top fifteen countries, Chile has increased its wine exports to China the most, with a value
growth of 125% in the same period. Portugal is China’s 11" largest supplier of wine contributing
with 0.8% for the total imported wine in China, with an increase of 24% between 2011 and
2015(World’s Top Exports 2016).

These aspects show the promising potentialities of the Chinese market in the present and for the
future. Quinta dos Termos only needs a niche of the market to be successful. However, China is
huge and Quinta dos Termos should focus on the best city market to expand. So, a region selection

is essential.

3.2 China’s Region Selection

It is important to characterise China’s regions where Quinta dos Termos may succeed the most,
in order to create an efficient distribution network and also to better plan the marketing and
promotion activities. To an efficient distribution, the company should aim coastal regions in the
first sight, result of the research of Zsombor Sumegi PH.D Wine Market and wine Industry of
China in the 21% Century 2011. So, a primary screening was conducted to discover the best cities

to start the Cavugil methodology.

According to the reports “El mercado del vino en China, 2015 and “China Hong Kong Macau
Evolucdo da posicdao dos vinhos Portugueses de 2008 a 2013 ”, the East-Coast is characterized
by being the leader in importation and consumption, with a higher purchase power and more
receptive to western culture. The eastern consumers look for a range of medium and high quality
products due to the growth in per capita income. Furthermore, the health benefits of wine are
being appreciated by the consumer. In Northeast region coast, the consumers prefer high level
alcoholic drinks and beers. In the past years, the consumption of wine has been increasing. The
consumption of wine is associated with social status and high purchase of power. The light wines
and sparkling wines have a great acceptance in this region and a significant growth is expected.
In the South Region coast, the consumers prefer cold beer, because this area is the warmest in
China. Nevertheless, wine consumption in this area is one of the largest in China, due to its

association with purchasing power and health benefits. These are the most attractive regions
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within China for a SME with premium wines as Quinta dos Termos. Moreover, the company
should aim to big cities, to have a bigger success in internationalisation. Sales of bottle wines are
concentrated in the east and southeast regions around Shanghai, where cities have higher income
and growth, this is also where most of foreigners live and work, having a greater acceptance of
imported products. The other major consumption is in the south in Shenzhen, Guangzhou, Macau,
Hong Kong and in the north of the country, Beijing.

South region is the most promising of all regions, namely Guangzhou, Shenzhen, Macau and
Hong Kong. Since Guangzhou is the furthest city between them, on first sight Quinta dos Termos
should focus only in Shenzhen, Macau and Hong Kong by being close to each other, this could
create a promising potential networking for the next internationalization (Appendix 22). The
market analysis will focus on these markets. As Shenzhen has few wine market data and belongs
to Guangdong province, some assumptions were considered in order to reach the best estimation
possible. Following the same methodology as the market selection and considering the report
written by Zsombor Sumegi PH.D Wine Market and wine Industry of China in the 21 Century
2011. After selecting the best regions in China, some criteria were analysed among the 4 selected
cities, such as GDP per capita (PPP), market dimension by million inhabitants, market dimension
by GDP, wine imports by city, average price of the bottle (Appendix 23).

Table 2 — Chinese Region Screening Analysis

Criteria Weights | Macau | Hong Kong | Shenzhen
Market dimension (million inhabitants) 2015 | 20% 1 2 3
market dimension (GDP billion dollars) 2015 | 10% 1 3 2
GDP per capita dollar 2016 (PPP) 20% 3 2 1
Portuguese wine imports by city value 2013 20% 3 2 1
average bottle price per litter 2013 30% 2 3 1
Total 100% 2.1 24 1.5

3.2.1 Hong Kong Wine Market

Wine consumers are increasing every year. Due to the growing demand for wine in Asia, Hong
Kong government removed all duty-related rules and administrative controls for wine in 2008, to
a faster development of Hong Kong as a wine trading and distribution centre for the region,
particularly the Chinese mainland. With a 5 % raise in the total volume sales of wine in 2015,
Hong Kong consumed 15 million litters of wine, spending US$541 million. The belief that wine
is beneficial for health and the elimination of import duty on wine in 2008, are the two major
factors of wine environment booming in Hong Kong. As a result, Hong Kong wine importation
has expanded fast. In 2016, importation amounted to HDK 12 billion more than seven times the
value of 2007. In volume terms, Hong Kong imported 62.9 million litres of wine in 2016, which
43% of the imported wines were re-exported in 2016. However, this trend has stabilized due to

the decrease in the number of tourists and their spending. (Euromonitor Wine in Hong Kong 2016)
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Hong Kong consumers prefer still light wines, accounting a total of 77% of the total wine market
in terms of volume and 75% in terms of value in 2015. Moreover, Red wine accounts with the
biggest share in value and in volume, 2239 HKD million and 8 million of litters respectively in
2015, being the most consumed wine. However, despite red wine is preferred by consumers,
white maintains a steady growth at 6%, which means white wine is rising in popularity.
Chardonnay remains the most popular white grape type, accounting for 60 % of total white wines
sales at the end of 2015 and in top 3 of red wine, Cabernet Sauvignon Merlot and Shiraz/Syrah
are the most consumed. Sake also registered a growth at 4% in volume terms, motivated by the
drop in Japanese yen in 2015, driving sales of sake to off and on trade channels. Also, a sake
festival was introduced at the largest shopping mall in Hong Kong, with 100 different types of
sake from 20 different counties of Japan, being another factor of the Sake sales increment.

(Euromonitor , Wine in Hong Kong 2016).

On one hand, regarding price segmentation in 2015, both still red wine and still white wine in
price HKD 65 to HKD 135 are the most popular, taking around 30% of the total volume in their
respective categories. On the other hand, rosé has a premium price, as the entry fee of tasting rosé
wine is higher, being between HKD135 and HKD160. Finally, sparkling wine is even more
expensive, falling from the price of HKD175 to HKD200. In Appendix 37, there is a table with
the price range of red and white wines in Hong Kong. (Euromonitor Wine in Hong Kong 2016).

Old world wines have local consumers’ loyalty. They appreciate the aged of the wine made by
using traditional techniques. Old world wines still dominate the wine category in Hong Kong.
Portugal occupied the 11" position in terms of volume of importation with 0.3 million litters and
11" position in terms of value of importation with HKD21.2 million. Hong Kong consumers are
more into wine appreciation culture, becoming more educated and knowledgeable regarding
wine, reflecting in the growth of sales of wine of 57.5% from 2010 to 2015. Due to the growing
demand for wine in Asia and the deregulation of wine imports, all activities within the wine
industry have boomed in Hong Kong. International wine companies and their specialists have
moved to Hong Kong*!. Furthermore, Hong Kong is known as the culinary centre of the region,
matching foreign wine with Asia cuisine, becoming a trend in food and wine appreciation. Public
as well as private training institutions are also expanding their appreciation courses and

developing training programmes of personnel*2.  Moreover, the consumer prefers enjoying a

11 “For example, Robert Sleigh, senior director and head of Sotheby's wine department in Asia,
has been relocated to Hong Kong from New York since September 2010. After six years in
Singapore, the Regional Council of Burgundy has also moved the only office in Asia to Hong
Kong” pg 4 — Wine Industry in Hong Kong - HKTDC

12 “Eor instance, the Vocational Training Council (VTC) offers trainings to personnel ranging from
sommeliers to frontline catering staff, and provides training on food and wine pairing, wine
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bottle of wine with friends in a club or at home rather than in a restaurant, which due to
extortionate corkage fees decreases the acceptance of drinking wine during the restaurant meal.
Those consumers are a great part of the millennium generation, aged 21 to 37. However, the target
should be the older millennials aged 27 to 36, with higher purchase power. (Wine Industry in
Hong Kong HKTDC Research, 2017)

In terms of competition, at the end of 2015 there were no local wine brands in Hong Kong and
thus International brands are dominating. However, with the increase of the purchasing power
customers are changing habits towards premium spirits. Economy wine is also gradually losing
share off-trade volume sales as consumers are becoming more demanding regarding wine quality,
as result mid-priced and premium wines are becoming more popular. With a strong consumer
bases existing in mid-priced and premium wine, there are only few promotions regarding these
topics. The distributor prefers spending money on training specialists in order to strengthen their
competitiveness. However, economy of wine is facing a strong competition, between brands amid
stagnant sales, so promotions such as gifts and lucky draws are expected to be implemented by
the major players in wine economy. (Wine Industry in Hong Kong HKTDC Research, 2017).

The future has also to be considered, Hong Kong is expected to reach in 2020 18.8 million litters,
with a major increase of 29.5 % in still red wine and 27% in still white wine. Moreover, no major

discounting or price is expected until 2020 forecast (Euromonitor Wine in Hong Kong 2016).

3.2.2 Sales Channels in Hong Kong
Hong Kong government has signed co-operation agreements with Australia, Chile, France,
Germany, Portugal, Italy, New Zealand, Romania, Spain and United States to strengthen

promotion activities in wine-trade investments and tourism.

Within the country, wines are sold through off-trade channels such as supermarkets, specialty
stores and convenience stores, and on-trade channels such as bars, restaurants and club houses.
Off-trade volume sales out-performed on-trade volume sales, accounting 60 % of retail sales in
2015. However, in terms of value on-trade channels have 54 % of the total wine sales by value.
On-trade Channels the price points of wine sold in restaurants and bars vary according to the
overall price point of the outlet. A low-end wine normally costs below $USD10 a glass, with a
medium variety costs USD$10-20 and a high-end option costs above USD$20. (Euromonitor
Wine in Hong Kong 2016).

appreciation and other wine-related matters through the International Culinary Institute, its
member institute. Meanwhile, the School of Professional and Continuing Education of the
University of Hong Kong has partnered with a French institution to launch the first Master

of Business Administration’s programme in Hong Kong on wine”. Pg4 - Wine Industry in Hong Kong -
HKTDC
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Based on the report “Beverage Trade Network research in 2014”, 64% of wine consumers, drink
wine a couple of times a week or more and 17% of wine consumers drink daily. Furthermore, for
upper-middle tier of wines for off-trade the wine price is around HKD$150-350 equivalent to
US$20 - US$45 at retail, it is the segment most retail shops seem to bet on, aligning with
consumers preferences at HKD$200-500 equivalent US$25 — US$65. Thus, in terms of
supermarket wine consumers, which primarily buy wine in the supermarket, 37% would not spend
more than HKD$200 a bottle (USD$25), and their average annual spend is around HKD$2800
(USD$350). However, those outlays per bottle are higher than the average price of supermarket
wines, being around HKD$60 (USD$7.50). Supermarket consumers consume less than the whole
population, with a mere 58% drinking a couple of times a week or more, compared to 72% for
the group, and 10% only drink a few times a year compared with 3% of the whole group.
Moreover, contrasting to the “normal” trend in which women are the principal buyers of wines,
in Hong Kong market men are the main buyers. Thus, by labelling bottles in a girl friendly way
could be the wrong way to increase sales (Beverage trade Network,2014, Hong Kong Wine

Market - Wine Industry in Hong Kong).

3.2.3 Re-exports from Hong Kong

In 2006, Hong Kong and the mainland officialised the liberalization of commerce, called CEPAZ,
With this agreement came the liberalization of services, goods and easiness of direct investment,
in which all products can be exported to China Mainland without taxes. Meanwhile, Hong Kong
has been seen as independent from the mainland, “one country, two different systems”, being also

seen as one of the most independent economies in the world.

In April of 2008, Hong Kong also cut out wine taxes. Thus, nowadays, it is the only country where
this alcoholic drink is not taxed. Furthermore, Macau followed the same path and in August of
2008 abolished all taxes regarding wine and beer. In addition, the local wine merchants arranged
some measures to facilitate the export bureaucracy from Hong Kong. With these measures Hong
Kong intends to improve transparency to increase wine exports to China. Central Administration
of Chinese will allow the procedures to be concluded ten days before it comes from Hong Kong

in order to only spend one day at the broader.

Regarding future opportunities, Hong Kong has good forecasts to 2020 in terms of wine
consumption, more precisely in red and white wine, the type of wine that Quinta dos Termos is
famous for. Moreover, most of the consumption is sustained by imported wines. Due to lack of
local producers, the imported wine is not taxed and Hong Kong follows the CEPA conditions to
export to China Mainland. After settling in Hong Kong, Quinta dos Termos can think about other

internationalization. Shenzhen can be next with better conditions than it already has in Shanghai

13 CEPA - Closer Economic Partnership Arrangement
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(Appendix 22). This next internationalisation is supported by the cost-efficient that the local

Hong Kong distributers have.

4. Competitive Analysis of Quinta dos Termos in the Hong Kong Market

Belonging to one of the biggest wine markets in the world, Hong Kong can be very challenging
for a SME as Quinta dos Termos. Therefore, a SWOT analysis was performed to access a
competitive analysis of Quinta dos Termos in Hong Kong wine market (Appendix 32).

Quinta dos Termos wines are aligned with the Portuguese wine brand, by using traditional
methods of cultivation and aging, which also makes Portugal part of the Old-World wine. Within
Old-world wine, there are some of the best wine makers, such as France and Italy. However, this
could be tricky for Quinta dos Termos as Portugal has been seen as a lower quality wine maker
in the world. As a result, ViniPortugal and other entities are trying to change the consumers mind,
investing and promoting Portugal brand throughout the world, showing that Portugal can produce
great wines, with high quality and unique taste. Quinta dos Termos lines up with this strategy.
The company has a high-quality wine portfolio, with traditional and international grapes. With
the agents’ help, it could leverage its present in Hong Kong market. This excellence is also
supported by the Integrated Crop Management certification that guarantees the wine quality
throughout the whole production process. Furthermore, Chinese consumers care much about their
health and ecological products certification represents a major advantage for Quinta dos Termos
in its internationalisation process.’* Moreover, Quinta dos Termos already exports to Shanghai,
knowing the typical procedures to export to China and probably, could use its local contacts to

help finding a local distributor in Hong Kong.

Besides, Quinta dos Termos’s lack of accessible information, without a website it is difficult to
be in the future consumers’ selection. Thus, as the consumer searches for recognised wines, it is
imperative that the website shows all the wines with their respective awards. The gastronomy
represents an important entry point for the wines in Hong Kong, Quinta dos Termos has no brand
awareness, no contact with local distributors and Hong Kong has no Portuguese gastronomy, so
in order to select the best wine from Quinta dos Termos, it is their concern to try to combine the
best wine with Asian food. Lastly, new world wines are earning share in Hong Kong market as
consumers are becoming more educated and knowledgeable regarding wine. They realise that

they can buy high quality new world wine at competitive prices.

5. Mode of Entrance
Being a SME, Quinta dos Termos pursuits the way to have the lowest commitment of all, the less

risk and by being the first time entering Hong Kong, it should be wise to let the bureaucracy to

14 See Quinta dos Termos VRIO Analysis
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local’s distributors. That mode is indirect exports (Appendix 33). Furthermore, Old world wines
dominate the market. However, New World Wines invest in a strategy which is making them
achieve popularity. New World Wines are more user friendly, with English labelled bottles with
greater emphasis on their primary grape variety. Besides, Old World wines labels are difficult to
read because their focus is on the geographic appellation (the region which the grapes grow) being
less appealing for Chinese consumers. Baring this in mind, Quinta dos Termos, after a long and
good relationship with the distributor, should adapt to the new culture with the distributer’s help
improving the bottles’ labels in terms of cultural assimilation that are going to be export for Hong
Kong and letting the distributor take part in the responsibility of local promotion of the product.
There are also some documents that need the company’s attention when exporting to Hong Kong:
Single Administrative Document, commercial invoice, origin certificate and packing list, all these

documents are addressed in Appendix 38.

6. Implementation

In this section, a set of activities that should be developed in order to internationalise Quinta dos
Termos in Hong Kong will be presented and specified. To do so, the Marketing tool 4P"s and a
Memo will be used. By using those tools, the product, price, promotion and place are going to be

explained, jointly with a Memo.

6.1 Implementation Plan

6.1.1 Product

Quinta dos Termos is not going to sell directly to the consumer, however in order to find a good
and prosperous distributor, it has to find the most suitable product for the Hong Kong market.
Hong Kong is a land of business and Chinese mainland tourism, which means our products should
focus on this two targets (Euromonitor 2010, Hong Kong consumers in 2020: A look into the
future). Furthermore, Quinta dos Termos should focus its choice in a product that adapts to the
life of Hong Kong consumers, to their Asian food (more precisely roasted lamb and duck) as
Hong Kong is known as foodie’s paradise, with a mannish design as man are the ones who buy
more wine in the supermarkets and combine with their Chinese key success factors'® as they have
embedded in their culture. Moreover, Chinese mainland people and Hong Kongers believe in
lucky features as numbers'®and colours®’. Furthermore, the Chinese consumer likes to drink with
friends, relatives and in business related contexts such as business meetings or dinners with

colleagues. The boss expects employees to drink, and employees would not refuse a drink with

15 While in the beginning the growing appetite for red wine was based on the country’s taste for French
trends, today the main criteria of foreign importers are the international credence certification, the
price and the quality of wine (Ping Quing 2016)

16 Lucky numbers -0, 2, 6,8 and 9

7 Lucky colours — Red, Green, Black, Gold and Blue
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their boss because they want to show him respect. Finally, they like to offer gifts in order to show

respect and to follow their “Guanxi” culture.

The best strategies for wine exportations in the Chinese market are linked with the exporter
country’s status rather than its regions, which are difficult for Chinese people to acknowledge.
However, the castes’ names as Touriga Nacional, o Porto or Vinho Verde could be in the label as
they are internationally renowned (Dossier de Vinhos AICEP,2011). Quinta dos Termos not
having a well-known brand and coming from a country with a low reputation in the market, can
only find its compensation in international prizes or local awards. Furthermore, wines were
traditionally selected in a menu without the costumers ever seeing the bottle. However, with the

increase of off-trade channels, labelling design and bottle enclosure becomes very important.

As mentioned above, Quinta dos Termos has a wine portfolio that contains 20 wines, displayed
by hyper premium, super premium and premium wines (Appendix 16). In a vast premium market
with highly educated people, Quinta dos Termos should present the wines to distributers by
narrowing the supply as to highlight their best three wines for this market. The main objective of
this strategy is to make the distributor choose the best wine for its consumers. The Chinese market
is much diversified, so by presenting only one wine the company could be making a wrong choice
and presenting all choices, the company wouldn’t capture people’s attention. It’s known that time

is money!

Among Quinta dos Termos’s wine portfolio, only three types of wine are likely to be chosen:
Escolha — O Deslize de Virgilio Loureiro 2009, Quinta dos Termos Selec¢do 2013 and Quinta
dos Termos Reserva do Patrdo 2009 are the ones that best match the selected criteria of the Hong
Kong market, catching the medium and high class costumers’ attention. In Appendix 34 is the

description of the wines and the main reasons of their selection.

6.1.2 Price

Regarding the price, the company should be perceived as a hyper (86.67 HKD - 216.68 HKD) or
super premium price (43.34 HKD — 86.67 HKD), focused on middle and high class, by having a
price that reflects the product quality and a sustainable high quality brand image. The table below
shows the price per bottle when it arrives to the distributor. The company should focus only on
arranging a distributor, not on the final consumer. The price strategy to the final consumer should
be made by the chosen distributor, who knows which numbers should attract more the local
consumer and the Chinese mainland tourist. As mentioned above, since 2008 there are no taxes

in alcohol importations. There is also no indirect tax that could increase the price of the product.

21



Therefore, Hong Kong is a free circulation port regarding wine. So, in the computation of the

most expensive bottle price, the company has only the CIF® cost.

Table 3 — Price of “Deslize de Virgilio Loureiro” at the consumer

O Deslize de Virgilio Loureiro 2009 EUR HKD usD

Ex-Cellar Price 15 127 16.3
Transportation 0.5 4.2 0.54
Distributor Margin (estimation 40%) 6.2 | 525 6.7
total 21.7 184 23.54
Retailer (estimation 60%) 13.02 110 14.124
Price - final consumer 34.72 294 37.664

Source: ICEX, 2015, EI Mercado Del Vino En China

As one can see, the price of the most expensive wine stays aligned with the consumer’s
preferences at HKD$200 — HKD$500, at the same time in the segment which retail shops seem
to be betting on. Furthermore, regarding the payments, the company should follow the procedure
that has been following in Shanghai operation. The distributors will be asked to make a total
payment of the order before the shipment is made. The financial relationship between the

importer, distributor and retailer will be based in agreements between them.

6.1.3 Promotion

The main goal of the company is to be known by the distributers in this competitive market. In
order to do so, the company should pursuit some channels capable of leverage its quality and
brand. First, the company should participate in the most important wine fairs (Appendix 24) in
Hong Kong, in fact, trade fairs have been a good business matching provider, supporting new
wines and labels launches. It provides the exhibitors with golden opportunities to establish new
connections, namely The Hong Kong International Wine Spirits Fair, Vinexpo, Prowine Asia and
Restaurant & Bar Hong Kong. In these fairs, without brand awareness and coming from a country
with low reputation, the company should focus on showing the quality recognition of the products
and the castes from which the wine was produced. Therefore, Quinta dos Termos should
participate in local competitions, such as China Wine & Spirits Awards, Hong Kong International
Wine & Spirit Competition, or even in other competitions mentioned in the list of wine challenges
and competitions. Awards in local and international events could guarantee the capture of some
future partners’ attention. Meanwhile, Quinta dos Termos promotion strategy should be in line
with ViniPortugal strategy, promote Portugal brand image as a producer of excellence and
highlining the brand Wines of Portugal. In 2015, Portugal was the guest country of the Hong

Kong International Wine Spirits Fair, where a series of activities to promote Portuguese wines

18 CIF — Cost, Insurance and Freight
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took place, including presentations, seminars, wine tastings and gala dinners made by
ViniPortugal. By attending these kind of events, Quinta Dos Termos benefits from ViniPortugal
promotions by associating its products with the brand Wines of Portugal, which is more popular
than Quinta dos Termos brand.

Furthermore, Quinta dos Termos should focus on finishing the company’s website for future
partners’ searches and start selling online in the future website. The company could also embrace
the new technologies by combining its site with the Vivino application. Vivino is the world’s
largest wine app, counting on 23 million users, rating millions of wines around the globe and
collectively makes the largest wine library in the world. User reviews have become the unbiased
trusted source for consumers. Vivino's 23 million users have over 40 million wine ratings up to
date and continue to rate over 100,000 a day. The company could start a partnership with Vivino
by displaying the ratings on its site and start selling online in a world known platform. Associating
with Vivino, Quinta dos Termos could start selling online and meanwhile be known for its quality

and irreverence.

To deal with all issues related to exportations, Quinta dos Termos has an exportation department
formed by Jodo Carvalho and a salesman. Together they are fully dedicated to the external market.
They will be the direct representatives of Quinta dos Termos in Hong Kong. The salesman will
be the main responsible for keeping in touch with distributors and taking care of all legal
procedures. Jodo Carvalho’s presence is crucial in the main promotion actions, as Quinta dos
Termos wants to be known as being a family company rather than a large corporation, to give the

felling of quality and uniqueness to the consumer.

After settling in Hong Kong and in order to increase the brand’s awareness for a further expansion
to Shenzhen (China Mainland — Appendix 22), the company should contact an important local

magazine shown in the Appendix 41.

6.1.4 Place

Following the indirect export path, Quinta dos Termos has only two arrangements to put its
product in the Hong Kong market: agents and distributors (Appendix 35). The company should
only worry about the product production and align the marketing with distributors’ opinion, as

they are the ones who know the market.

After finding a reliable Hong Kong distributor and engage to a close relation with them, Quinta
dos Termos should think about the next step, throughout China mainland. Hong Kong distributors
have better agreements with China than anyone else, called CEPA, minimizing the costs of entry
and they are more aware of the Chinese mainland wine market. In Appendix 24, there is a list of
selected trade fairs of the industry and in Appendix 27 to 31 there is a list of distributors for Hong

Kong, Republic of China and Macau.
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Figure 111: Grant Chart
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6.1.5 Memo

For a successful internationalisation, an implementation plan is set with specific objectives and

ways of measure, to analyse and evaluate the management performance of the project. Therefore,

necessary resources are summarized in the table below.

Table 4: Memo for the Hong Kong Market

Obijectives

Measurement

Target

Initiative

increase sales

Orders from
distributors

2018: 15000 bottles
2019:15000 bottles
2021:30000 bottles

Establish relationships with local
distributors

Financial
start with Orders from 22%11%21888 Create a profile at Vivino and a
online selling Vivino 2020j3000 Partnership
Awards in wine
Number of re- o TR .
. competitions. Participation in Hong Kong wine
increase brand orders T o . .
. Publications in wine competitions, wine fairs and
awareness Number of visits in . - h L .
the website Maga_zmes._lnvnatlon magazines . Finish the website
for wine Fairs.
Hong Kong Satisfaction survey Keep in touch with distributors
Costume | retailers’ (carried out by 70% satisfaction rating and give some advises to
r satisfaction distributors) promote the product
Consumer Comments at 70% of positive Ask for comments on the wine
. . Vivino and at the
Satisfaction website comments labels
Establishment
parnerships.  contractswit local 2 CiSbuersatter2 P TERE LI L e
P with P distributors years in Hong Kong P mag’azines
Internal distributors

Distributers
loyalty

Number of re-
orders

3 consecutive orders

Do after sale management
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Development
of thea\r/]\aebsne number of visits in _ _
proactivity in Facebook number post 2 times per day in contract a programmer
. of visits in the social media stimulate social interaction
the marketing bsit
by social website
media
L;ﬁ;?]g\;\v;tih Learn from the dis_tributors
Learning experience ~ Business Trips
what to apply Visit Hong Kong: obgerve the
i consumer behaviour
to this case

7. Financial Analysis

Finally, in order to evaluate the feasibility of the project, a calculation of the Net Present Value
(NPV) was performed assuming a five-year period (Appendix 42). Furthermore, the company
should focus on exporting to Hong Kong at first sight and only in 2020 start to Re-export to China
mainland. Therefore, to start the brand awareness, the company should made an investment
covering at least two important wine fairs in Hong Kong, such as The Hong Kong International
Wine Spirits Fair and Prowine Asia, together with two important international awards such as the
China Wine and Spirits Award and Hong Kong International Wine & Spirit Competition. For
these events the company will need the presence of a family member of Quinta dos Termos and
a salesman, summing the costs of a hotel and business trips. The participation on these events is
considered in the initial investment and in 2018’s investment. In the end of 2018, Quinta dos
Termos would have its first order of 15000 units, following the same amount as Quinta dos
Termos’s operation in Shanghai. In the following years, the number of bottles will not increase,
as the number of bottles per container cannot exceed 15000. In 2021, Quinta dos Termos finally
enters in China mainland with the Hong Kong Distributor, so another container will be needed.
Moreover, in Appendix 34, the chosen wine is Escolha — O Deslize de Virgilio Loureiro 2009
(Red), with a price of 15,5 € and with a gross margin of 42,5%. Furthermore, 8% of the revenues
represents the amount spent on Marketing, 0,5€ per bottle is the cost of the shipment and a 21%
of Portuguese government taxes. The discount rate used is 5.07%. By 2021, if the number of
bottles sold stays permanently the same, the NPV of the projected is expected to reach
1,996,288.73€.

8. Conclusion and Recommendations

Quinta dos Termos, as a state-owned family company has the need and capacity to explore new
markets, such as Hong Kong. By exploiting its best characteristics, namely terroir and ecological
approach, combined with the Chinese market opportunity, the company could minimize its stocks
and increase sales. In order to succeed in its internationalisation, the company has to combine its

best resources with “Guanxi”, take out the most of the wine fairs to make future connections.
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Every business connections are important for the future of the company in China. It is also
important to establish a relationship based on trust with Chinese distributors. They are going to
reward the company with loyalty, as Chinese people care about loyalty rather quality of the
product, with a prosperous and long term relation. Furthermore, China has different regions with
different preferences. In order to take the best benefit of the future market knowledge, Quinta dos
Termos should focus on the best promising region, aiming to the closest cities and after a
successful internationalisation in one of them, expand to the others. Additionally, the company
should be aware of the adversities of the market. Being in a competitive market, the company
should always keep in touch with its distributors, enlarge its network and customize its bottles’
labels in English with the type of grapes. With an effective implementation plan and a strong

management team, Quinta dos Termos could create a sustainable international business.

For future internationalisation, one must be aware that all sources used in data collection have
different information regarding the same topic. So, in order to be consistent, try not to combine
different sources when topics could be related. For more information, the company should contact
the wine associations in China (Appendix 26) and read the wine news (Appendix 25).
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Hong Kong wine Distribution
Available at: http://beveragetradenetwork.com/en/btn-academy/articles/hong-kong-wine-
market-308.htm

Beverage trade network,Hong Kong Wine Market - Wine Industry in Hong Kong
Available at: http://beveragetradenetwork.com/en/btn-academy/articles/hong-kong-wine-
market-308.htm

The Portuguese Wines
Available at: http://www.theportuguesewine.com/wines/quinta-dos-termos-selection/424

cost of living in Hong Kong
Available at: https://www.numbeo.com/cost-of-living/country result.jsp?country=Hong+Kong

China information and useful contacts

Available at:
http://www.portugalglobal.pt/PT/Biblioteca/Paginas/Detalhe.aspx?documentld=895234e1-6f72-
45e6-8f78-f4179b040ed9
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Export norms to exports to China mainland, Hong Kong and Macau
Available at: http://www.ivv.min-agricultura.pt/np4/499

China Wine & Spirits Awards
Available at: https://www.cwsa.org/

Hong Kong International Wine & Competition
Available at: http://www.hkiwsc.com/

List of wines challenges and competitions
Available at: http://www.wine-searcher.com/awards.Iml

Trading Economics
Available at: http://www.tradingeconomics.com/

International Monetary Fund, 2016
Available at: http://www.imf.org/en/Data

World’s Top Exports 2016
Auvailable at: http://www.worldstopexports.com/

Articles:

VRIO Framework

Available at:
http://teaching.up.edu/BUS580/bps/Barney%20and%20Hesterly,%202008,%20ch3 VRIO%20i
nternal%?20analysis.pdf

Organizacao internacional do Vinho,2016, State of the Vitiviniculture World Market OIV
April 2016
Available at: http://www.oiv.int/public/medias/4710/oiv-noteconjmars2016-en.pdf

Kaplan, R. S., & Norton, D. P. (1993). Focusing your organization on strategy - with the
balance scoreboard. Harvard Business Review.

Agriculture and Agri-Food, October 2016, Market Access Secretariat Global analysis
Available at: http://www.agr.gc.ca/resources/prod/Internet-Internet/MISB-DGSIM/ATS-
SEA/PDF/6799-eng.pdf

Report viniPortugal 2015
Available at:
http://www.viniportugal.pt/wysiwyg/DocsSite/vinhosportugal 2015 tmac final.pdf

ICEX El mercado del china 2015
Available at: http://www.todovinos.cl/old/docs/ChinaVino2015.pdf

Hong Kong International Wine Spirits Fair Brochure
Available at: http://hkwinefair.hktdc.com/pdf/2017/FairatGlance/Wine2017.pdf

World top export 2016
Available at: http://www.worldstopexports.com/top-wine-importing-countries/

Books:

Jay B. Barney., William S. Hesterly. (2008) edition, Strategic Management and Competitive
Advantage

Kaplan, R. S., & Norton, D. P. (1993). Focusing your organization on strategy - with the
balance scoreboard. Harvard Business Review.

Cavusgil, S. T., Knight, G., & Riesenberger, J. R. (2008). International Business: Strategy,
Management and the new realities. Pearson Education.
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Appendix 1 - Quinta dos Termos Awards

Distinctions / Awards

— White Wine — Fonte Cal Resarva 2004 — "Nectar Review™ Certificate as one of the best
wines of 2008;

— RedWine — Touriga MNacicnal Resarva 2004 — "Neclar Review™ Cartificale as on of the best
winas of 2007;

— Red Wine — Colheita Seleccionada 2004 — "Nectar Review” Ceriificate as on of the best
wines of 2007;

— RedWine — Reserva 2004 — Silver Medal — National Botfled Wines Contest 2007;

— Hed Wine — Touriga Macional Reserva 2004 — "Commendad” Award — International Wine
Challenga 2007;

— Red Wina — Colheita Seleccionada 2004 — "Commended” Award — Infernational Wine
Challenge 2007,

— White Wine — Fonte Cal Resorva 2006 — "Commendad” Award — International Wine
Challenge 2008,

— Red Wina — Trincadeira Resarva 2006 — "Commendad” Award — International Wine
Challenge 2008,

— Red Wine — Touriga Macional & Syrah 2005 — "Commended” Award — International Wine
Challenge 2008;

— Red Wine — Escolha Virgilio Loureiro 2006 — 1= Prize — The Best Wine D.0.C. of Baira
Interior — 1% Wine Contest of Beira Interior 2008,

— Red Wine — Escolha Virgilic Loureiro 2006 — Gold Medal — 1% Wine Contost of Baira
Interior 2008,

— Red Wine — Touriga Nacional Reserva 2006 — Silver Madal — 1% Wine Contest of Baira
Interior 2008,

— Red Wine — Tinta Roriz Raserva 2006 — Silver Medal — 1% Wine Contest of Baira Intarior
2008;

— RedWine — Garrafeira 2004 — Silver Medal — 1#Wine Contesf of Beira Intericr 2008;

— Red Wine— Trincadeira Resarva 2006 — Honourable Mention — 1% Wine Contost of Beira
Interior 2008,

— RedWina — Rasaerva 2005 — Silver Medal — Wine Masters Challenga200g;

— RedWine — Rasarva do Patrac 2006 — Silver Medal — Wine Masters Challenge2003;

— Red Wine — Garrafieira 2004 — Bronze Medal — Wine Masters Challenge2003;

— RHed Wine - Escolha Virgilic Loursiro — "“Commended” Award— Wine Masters
Challenga200g;

— Red Wine —Feserva do Pafirao 2006 — Silver Madal — International Wina Challenge 2003;
— RedWine — Escolha Virgilio Lourairo 2006 — Bronze Medal - International Wine Challenge
2009;

— Red Wine — Tinta Roriz Reserva 2006 — "Commended” Award — International Wine
Challenge 2009,

— Red Wine —Reserva do Patrao 2006 — Gold Medal — 2~ Wine Contest of Beira Interior
20047

— Bed Wine —-DOC 2007 — Silvar Medal — 2™ Wing Contest of Beira Interior 2009;

— White Wine —Reserva 2008 — Honourabla Mention — 2™ Wine Contest of Beira Interior
20097

— Red Wine — Escolha Virgilio Loureiro 2006 — Best Beira Interior Wine -. Revista de Vinhos
— Bast wines of the year - February 2010;

— Red Wine — Selecgao 2007 — Gold Madal — Wine Masters Challenge 2010;

— RedWina — Raserva Vinhas Velhas 2006 — Siver Medal - Wina Masters Challenge 2010,
— Red Wina — Escolha Pecado Virgilic Lourgiro 2007 — Silver Medal - Wine Masters
Challenge 2010,

— RedWina — DOC 2008 — Silver Madal - Wine Masters Challenge 2010;

— Hed Wine — Resarva Vinhas Velhas 2006 — Bronze Medal — International Wine Challenge
2010;

— Red Wine — Salecgao 2007 — "Commandad™ Award — International Wine Challenge 2010;
— Red Wine — Escolha Pecado Virgilio Lourgiro — "Commended” Award — International Wine
Challenge 2010;

— Bed Wine — Selecgfio 2007 — Gold Medal — 3™ Wine Contest of Beira Interior 2010;

— Red Wine — Escolha Pecado Virgilio Loursiro 2007 — Silver Madal — 3@ Wine Contest of
Beira Interior 2010;

— Fed Wine— Tinta Roriz Reserva 2007 — Honourable Mention — 3@ Wine Contest of Beira

Interior 2010;

— Hed Wine — Hesorva Vinhas Velhas 2007 — "Commended” Award — International Wine
Challenge 2011,

— Red Wina — Colheita Seleccionada 2008 — "Commendad” Award — International Wina
Challenge 2011;

— RedWina — Escolha 2008 — "Commended” Award — Intarnational Wine Challenge 2011;

— RedWine — Salecgao 2007 — 50 Great Portuguese Wines — United Kingdom — Juna 2011;
— Red Wine — Caolheita Seleccionada 2008 — Gold Medal and Best DOC of Baira Interior— 4
Wine Contest of Beira Intericr 2011;

— FRed Wine — Resarva do Patrao 2008 — Silver Medal- 4™ Wine Contest of Beira Infarior
2011;

— Red Wina — Escolha 2008 — Honourable Mention— 4% Wine Contest of Beira Intarior
2011.

— RedWine — Escolha Pacado de Virgilio Lourairo 2007 — Best Beira Interior Wine - Rovista
de Vinhos — Best wines of the year - February 2012;

— RedWina — Escolha 2008 — Silver Medal - Wina Masters Challanga 2012,

— Red Wine — Rasarva Vinhas Velhas 2007 — Siver Medal - Wine Masters Challenge 2012;
— RedWine — Colheita Seleccionada 2008 — Silver Madal - Wine Masters Challenge 2012;
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— Rad Wine - Reserva Touriga Macional 2007 — Silver Medal - Wine Masters Challange
2012;

— Red Wina — Raserva Vinhas Velhas 2007 — Bronze Medal — Decanter World Wine Awards;
— Rad Wina — Colheita Seleccionada 2002 — Bronze Meadal — Decanter World Wine Awards;
— Red Wina — Garrafieira 2006 — Bronze Medal — Decanter World Wine Awards;

— Red Wine — Resarva Touriga Macional 2007 — “Commeanded™ Award — International Wine
Challenge 2012;

— Red Wine — Resarva Tinta Roriz 2007 — “Commended” Award — International Wine
Challanga 2012,

— Red Wine — Escolha O Deslize de Virgilic Loureiro 2009 — Gold Medal - 5" Wine Confest
of Baira Interior 2012;

— Ped Wina — Rasarva do Patrao 2008 — Siver Medal — 5 Wina Contest of Baira Intarior
2012

— Bed Wine — Escolha 'O Deslize de Virgilio Loursiro 2009 — Best wines of the year -.
Revista da Vinhos — Faebruary 2013.

— Rad Wine — Escolha O Deslze de Virgilio Lourairo 2009 — Gold Medal — Wine Masters
Challange 2013.

— Red Wine — Resorva do Pafrao 2009 — Gold Medal — Wine Masters Challange 2013.

— Red Wine — DOC 2010 — Silver Kadal — Wine Mastars Challenge 2013,

— Red Wine — Resarva Talhao da Semra 2008 — Bronze Medal - International Wine

Challanga 2013.

— Red Wine — Reserva do Pafrac 2008 — “Commended” Award — International Wine
Challanga 2013.

— Red Wine — Reserva Talhfo da Serra 2000 — Bromze Medal — Decanter World Wine
Awards 2013.

— Bed Wine — Resarva do Paftriio 2008 — “Commended” Award — Decanter World Wine
Awards 2013.

— Red Wine — Escelha O Deslize de Virgilio Lourgiro 2008 — Silver Medal — Concours
Mondial de Bruxslles 2013,

— Red Wine — Resorva do Pafirao 2009 — Bronza Medal — Wines of Portugal Challenge 2013.
— Fed Wina — Selecgio 2010 — Gold Madal — 6® Wine Contest of Beira Interior 2013.

— Red Wina — Raserva Talhao da Serra 2008 — Region Award - Lva d'Ouro 2013

—White Wine — Reserva Riesling 2012 — Silver Medal — Wina Masters Challange 2014.

— Red Wine — Resarva Trincadeira 2010 — Silver Medal — Wine Masters Challenge 2014.

— Rad Wine — Salacgao 2010 — Silver Madal — Wina Mastars Challanga 2014.

— White Wine — Reserva Riesling 2012 — *Commended” Award — Decanter World Wine
Awards 2014.

— Red Wine — Seleccao 2010 — “Commended” Award — Decanter World Wine Awards 2014,
— White Wine — Resarva Riesling 2012 — “Commended” Award” — International Wine
Challenge 2014.

— Red Wine — Resarva Trincadeira 2010 — Brorge Medal — International Wine Challenge
2014,

— Red Wine — Seleccao 2010 - “Commended™ Award — International Wine Challenge 2014,

— Red Wine — Granda Escolha 2011 — Gold Madal — Wine Mastars Challenge 2015.

- Rad Wine — Granda Escolha 2011 — “Commended Award” — Internacional Wine Challenge
2015.

- Red Wine — Grande Escolha 2011 — “Commended Award” — Decantar World Wine Awards

2015.

— Rad Wina — Escolha a Surprasa de Virgilio Loursira 2011 — Gold Madal — Wine Masters

Challenge 2015.

- Red Wine — Escolha a Surpresa de Virgilio Loursiro 2011 — Silver Medal — Winas of

Poriugal Challenge 2015.

- Red Wine — Escolha a Surpresa da Virgilio Lourgiro 2011 — *Commended Award™ —

Internacional Wine Challenge 2015.

- Bed Wine - Escolha a Surpresa de Virgilio Lourgiro 2011 - *Commended Award™ —

Diecantar World Wine Awards 2015.

- Red Wine — Reserva Vinhas Velhas 2011 — Gold Medal — Concours Mondial de Bruxslles

2015.

- Red Wine — Resarva Vinhas Velhas 2011 — Gold Medal — 8 Wine Contest of Baira Intarior

2015.

— Bed Wine — Resarva Vinhas Velhas 2011 - Siver Madal — Wine Masters Challenge 2015.

- Rad Wine — Raesawva Vinhas Velhas 2011 - Bronze Medal — Internacional Wine Challenge

2015.

— Red Wine — DOC 2012 — Silver Medal — Wine Masters Challenge 2015.
Rad Wine — Salecgao 2013- “Gold Madal™ — Wine Masters Challanga 2016

- Red Wine — Reserva Vinhas Valhas 2013 — “Silver Medal™ — Wine Mastars Challenge
2016.

- PRed Wine — Reserva Vinhas Velhas 2013 — “Silver Medal™ — Intemacional Wina
Challenge 2016.

- PRed Wine - Reserva Vinhas Velhas 2013 —Commendad” — Dacanter World Wine
Awards 2016.

- PReod Wine — Resarva do Patrao 2012 — “Gold Medal® — Wines of Portugal Challenge
2016.

- PRedWine - Resarva do Palrao 2012 — “Silver Medal™ — Wine Masters Challenge 2016.

- PRod Wine — Resarva do Pairo 2012 — “Brornze Medal” — International Wina Challange
2016.

- PRed Wine — Reserva Touriga Macional 2013 — “Brorze Medal” — International Wine
Challenge 2016.

- RedWine- DOC 2013 - “Silver Medal” Wine Masters Challenge 2016.

-  RedWine— DOC 2013 —Excellence Award — 4™ Wina Challenge Uva de Ouro 2016.

- Whita Wine — Resarva 2015 — “Siver Medal” — 4" National Wina Challenga — Condraria
do Bacchus do Albufaira 2016.
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Appendix 2 - Special boxes to do not smash the grape during the harvest

Appendix 3 - French oak barrels

Appendix 4 - VRIO Framework

Infrastructure

Human Resource Management

Technology Development
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production

9,94%

wine
development
and
production
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37,94%
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and sales
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5%
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Appendix 5 - Quinta dos Termos organizational readiness and VRIO analysis

University, allowing students and teachers to
operate experimentations in Quinta dos
Termos.

Resources Valuable | Rare | Inimitable | Organizational | Competitive
Implication

Core Competencies

Wine making knowledge YES NO NO YES Competitive
parity

Sustainable vine growing knowledge — to | YES YES | NO YES Temporary

conserve local fauna and flora, Quinta dos competitive

Termos has been carrying a certified advantage

integrated crop management with the help of

3 renowned oenologist.

Genetic Research knowledge — Quinta dos | YES YES | NO YES Temporary

Termos focus on genetic research recovering competitive

old grape varieties and testing the wines advantage

produced, allowing the discover of new wine

tastes and the most endure vines.

Quality Control Knowledge - Lurdes | YES YES | NO Yes Temporary

Carvalho is the responsible for this Competitive

department. Industrial Engineer in Faculty advantage

of Beira interior, checking the whole

process, the grapes, the bottles, wine in the

vats and even the wine that is no longer at

the market, to check their capacity of aging.

Specialized Assets

Terroir — it is composed by four elements: | YES YES | YES YES Sustainable

Climate, Soil, tradition and terrain. Quinta Competitive

dos Termos is located in the southern slopes Advantage

of Serra da Estrela (the highest Portuguese

mountain), in  Beira Interior. It’s

characterized by the coldest winters and the

hottest summers making a unique type of

flavours, not needing any type of pesticides.

Granit soil composed by orthoclase, quartz

and other types of minerals, the soil warms

quickly and retains the heat, minimizing the

levels of acidity.

Furthermore, Quinta dos Termos is

acquiring new land parcels in Castelo

Branco, in order to make new types of wine,

in the same region.

The Brand — Well known in Beira interior | YES NO | NO YEs Competitive

Region, but still building their figure in parity

national and international Markets

First Class Facilities YES NO NO YES competitive
parity

D.O.C classification- wine certification. | YES NO NO YES Competitive

This designation is giving to the ones that Parity

fulfil a set of rules. Type of soil, Geographic

area, authorize vines and Recommended,

oenological practices, among others.

Awards Yes YES | YES NO Competitive
parity

Arquitecture of relations

Close relation with Comissdo Vitivinicola | YES NO YES YES Temporary

Regido da Beira Interior (CVRBI) — Mr. Competitive

Jodo Carvalho, Quinta dos termos owner, is advantage

the current President of Comissao

Vitivinicola Regido da Beira interior.

Close relation with University of Beira | YES NO | YES YES Temporary

Interior - Jodo Carvalho took the industrial Competitive

engineer course and was teacher in the advantage
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Close relation with Instituto Superior de | YES NO YES YES Competitive

Agronomia - three professors from the Parity

University are currently Oenological

consultants.
Appendix 6 - European Wine Production

2015 2016 20162015

Unit mhl | 2011 | 2012 | 2013 | 2014 | [Provisional) (Forecast) variation in % | Ranking

Italy 428 | 456 540 | 442 50.0 488 -0.02 1

France 508 | 415 421 | 465 47 .4 419 -0.12 2

Spain 334 | 311 453 | 3585 373 378 0.01 3

Germany .l .0 g.4 8.2 8.8 5.4 -0.05 4

Portugal 5.6 8.3 6.2 6.2 1.0 6.0 -0.14 5

Romania 4.1 3.3 5.1 3.7 35 4.9 0.40 5]

Hungary 28| 1B| 28| 28 29 27 -0.07 7

Greece 2.8 3.1 3.3 28 25 26 0.04 8

Austria 28 21 24 2.0 23 18 -0.22 )
Source: Organizacao Internacional do Vinho, 2016, World Vitiviniculture situation 2016
Appendix 7- World Wine Production
Table 1: Wine production (excluding juice and musts) (1

201612015 201612015
2015 2016 Variation in Variation Ranking

Unit: mhl 2011 2012 2013 2014 Provisional Forecast wolume in %
Italy 42.8 458 54.0 442 50.00 483 -1.2 -2% 1
France 50.8 41.5 421 45.5 47 .4 41.9 -5.7 -12% 2
Spain 334 31.1 453 285 3F3 ars 0& 1% 3
United States 18.1 2.7 238 237 21 25 0.5 2% 4
Bustralia 112 12.3 123 11.8 11.8 12.5 0.6 H% 5
China* 132 13.8 111 111 11.5 11.5 0.0 0% L]
South Africa a7 10.8 11.0 11.5 11.2 105 -0.7 -T% T
Chile 10.5 12.8 12.8 10.5 12.8 101 =27 215 B
Argentina 165 11.8 165.0 162 13.4 2.8 -48 -35% 8
Germany 8.1 8.0 2.4 8.2 2.2 2.4 -0.4 -4% 10
Portugal 56 8.3 8.2 8.2 7.0 58 -1.4 -20% 11
Russia™ T.O 8.2 53 48 48 48 0.0 0% 12
Romania 4.1 a3 51 a7 a5 48 1.3 37% 13
MNew Zealand 2.4 18 25 32 23 31 0.8 34% 14
Hungary 28 18 286 286 28 27 -0.2 -6% 15
Greece 2.8 31 33 22 25 28 0.0 2% 16
Serbia* 22 22 23 23 23 >3 0.0 0% 17
Austria 2.8 21 24 20 23 1.8 -0.5 215 18
Georgia* 11 (1] 1.0 1.1 1.7 1.7 0.0 0% 19
Moldowa* 1.5 158 26 1.6 1.7 1.7 0.0 0% 20
Brazil* 256 30 27 27 28 1.4 -1.4 -H0%& i |
Bulgaria 1.1 1.2 1.8 0.2 1.3 1.3 0.0 1% 2
O World Total(3) 267.7 2581 28849 270.8 274.4 259.5 -15.0 -5%

{1): Countries for which Informafion has been provdad with a wine produclan afmare than 1 mhi

(3): O estimate: mid-range esimatke Range for evaluation of 201E world produclan: from 2550 mhl i 264.0 mhl.

Source: Organizagdo Internacional do Vinho, 2016, World Vitiviniculture situation 2016
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Appendix 8 - World Wine Consumption

Main wine-consuming countries

Provisional Forecast |[% variation

mhl 201 02 2015 L, 2015 | 201512014
United States 283 282 03 7 M0 1.0%
France 283 2580 278 2758 272 -1.2%
Italy 231 226 218 204 205 0.3%
Germany 19.7 203 204 20.3 2005 1.1%
China 16.3 171 16.5 155 16.0 3.2%
United Kingdom 1259 12.8 12.7 126 1249 2.4%
Argentina 9.8 101 104 95 10.3 3.2%
Spain 10.0 949 0.3 9.8 10.0 1.3%
Russia 122 113 104 96 g9 -7.0%
Australia 5.3 B4 54 54 4 -1.0%
Portugal 47 D 48 47 48 1.6%
South Africa 38 36 3T 40 432 7.5%
Romania 41 43 46 47 39 -17.3%
Metherlands 34 35 35 34 33 -3.3%
Greece 248 31 30 26 26 -1.7%
Sweden 2.3 2.3 2.4 25 26 2.0%
Austria 26 25 25 25 24 £.5%
Hungary 21 2.0 149 22 21 -2.8%
Denmark 19 15 16 16 16 -2.9%
Rest of the World 495 49 1 49 5 490 499 1.9%
WORLD (1) 242.8 243.6 243.0 2391 240.0 0.4%

Sowrces: O, O Experfs, Trade Frezs
(1) Mid-range estimate: 235.5 to 244.4 mhl

Source: Organizagdo Internacional do Vinho,2016, State of the Vitiviniculture world market OIV April 2016

Appendix 9 - World Wine international trade exports — in volume

Spain 220 214 18.2 22.3 24.0 7.5%
ltaly 235 21.2 20.3 20.4 200 -2.0%
France 147 150 145 143 140  23%
Chile 6.3 7.5 8.8 8.1 8.8 8.6%
Australia 7.0 7.2 7.1 7.0 7.4 &.4%
South Africa 3.6 4,2 5.3 4.2 4.2 0.6%
USA 4.2 4.0 4.2 4.0 4.2 3.5%
Germany 4.1 4.0 4.0 3.9 3.6 -6.6%
Portugal 3.1 3.4 3.0 2.8 2.8 -1.2%
. Argentina ...3 1 3 ? 3 1 Q 'f" Q ? e 19%
New Zelande 11.5%

Source: Organizagéo Internacional do Vinho, 2016, World Vitiviniculture situation 2016



Appendix 10 - World Wine international trade exports — in value

France &.8%

Italy 5.3%

Spain ? 2 ? d ﬂ.nﬁ 2 5 2 lﬁ 4.4%

Chile 1.2 1.4 1.4 1.4 1.4 18.9%
Auvstralia 1.4 1.5 1.3 1.3 1.5 15.6%
usa 1.0 1.1 1.2 1.1 1.4 26.4%

Hew ZFealand 0.4 0.8 0.8 0.8 1.0 13.9%
Germany 1.0 1.0 1.0 1.0 1.0 -2.4%
Portugal 0.7 0.7 0.7 0.7 0.7 1.8%
Argentina 'U' Ifr D ? 0.7 CI 6 0.7 146.8%
South Africa 0.8 0.6 &, 0%

Source: Organizacéo Internacional do Vinho, 2016, World Vitiviniculture situation 2016

Appendix 11 - European Regulation — definition

“PDO (Protected Designation of Origin) According to the EU definition, PDO products are
produced, processed and prepared in a given geographical area, using recognized know-how".
Their quality and properties are significantly or exclusively determined by their environment, in
both natural and human factors” - www.wine-searcher.com/wine-label-eu.Iml

“PGI (Protected Geographical Indication) The EU definition of a PGI product is one closely
linked to the geographical area in which it is produced, processed or prepared, and which has
specific qualities attributable to that geographical area. The category is named Indication
Géographique Protégée (IGP) in French, Indicazione Geografica Protetta (IGP) in Italian and
Indicacion Geogréfica Protegida (IGP) in Spanish.” - www.wine-searcher.com/wine-label-
eu.Iml
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Appendix 12 - Top 5 Wine Countries Importers of Portugal by type of wine 2014/2015

VINHO DOP u::r u“::;ﬁm
China 56,5% 67,0%
EVA 32,1% 14,0%

141% 7,2%
10,8% 9,0%
3,9% 8,8%

VINHO IGP Valor Volume
A% A%

China B7,2% 63,1%
EUA 31,6% 21,8%

31,6% 26,2%

22,8% 19,1%

22, 7% 27,2%

Valor Volume
A% A%

Alemanha [l -34,9% -28,7%
Megambique -33,5% -33,9%
5. Tome e Principe -27,2% -21,9%
Reino Unido - -9,1% -12,6%
Angola -4,4% -4,7%

Source: ViniPortugal, 2015, Report 2015/2014



Appendix 13 - Top 10 Wine Countries Importers of Portugal — in Volume

HL A 2016/ 2015
Intra + Extra UE jan-dez jan-dez

2015 2016 2015 2016 HL Estrutura
FRANCA 367,666 382,109 13.1% 13.8% 3.9% 4.8%)
REINO UNIDO 193,058 202,839 6.9% 7.3% 5.1% 6.0%
E.U.AMERICA 172,361 187,586 6.2% 6.8% 8.8% 9.8%)
PAISES BAIXOS 138,993 147,879 5.0% 5.3% 6.4% 7.3%
BELGICA 147,331 140,217, 5.3% 5.1% -4.8% -4.0%
ALEMANHA 214,142 214,030, 7.7% 7.7% -0.1% 0.8%
CANADA 99,883 105,578 3.6% 3.8% 5.7% 6.6%
ANGOLA 522,333 169,088 18.7% 6.1%| -67.6% -67.3%
BRASIL 98,342 116,679 3.5% 4.2% 18.6% 19.7%
SUICA 95,891 96,172 3.4% 3.5% 0.3% 1.2%

Source: Instituto da Vinha e do Vinho, 2016, Exports data

Appendix 14 - Top 10 Wine Countries Importers of Portugal — in Value

1.000 € . 2016/ 201

Intra + Extra UE jan-dez jan-dez

2015 2016 2015 2016 1,000 €
FRANCA 110,135 110,773 15.0% 15.2% 0.6%
REINO UNIDO 77,475 74,985 10.5% 10.3% -3.2%
E.U.AMERICA 68,910 74,798 9.4% 10.3% 8.5%
PAISES BAIXOS 46,904 51,123 6.4% 7.0% 9.0%
BELGICA 47,882 45,986 6.5% 6.3% -4.0%
ALEMANHA 43,407 44,088 5.9% 6.1% 1.6%
CANADA 38,241 40,657 5.2% 5.6% 6.3%
ANGOLA 72,665 32,804 9.9% 4.5%| -54.9%
BRASIL 28,767 28,899 3.9% 4.0% 0.5%
SUICA 27,113 28,845 3.7% 4.0% 6.4%

Source: Instituto da Vinha e do Vinho, 2016, Exports data

Appendix 15 - Exports of Portugal — average price

Preco Médio (€/1) AN
Intra + Extra UE jan-dez 2016 /2015

2015 2016 %
FRANCA 3.00 2.90| -3.2%
REINO UNIDO 4.01 3.70 -7.9%
E.U.AMERICA 4.00 3.99 -0.3%
PAISES BAIXOS 3.37 3.46 2.4%
BELGICA 3.25 3.28 0.9%
ALEMANHA 2.03 2.06 1.6%
CANADA 3.83 3.85 0.6%
ANGOLA 1.39 1.94 39.5%
BRASIL 2.93 2.48 -15.3%
SUICA 2.83 3.00 6.1%

Source: Instituto da Vinha e do Vinho, 2016, Exports data



Appendix 16 - Quinta dos Termos Positioning

Portuguese culture is characterized by its food rich in different flavours. In order to target this

market, Quinta dos Termos follow a strategy focus on providing wines that pair with different

types of food. It is remarkable that most labels include a suggestion to combine the wine with a

specific type of food.

Regarding price segmentation, the company portfolio counts with 30% of Hyper premium wines
(10€ - 25€; 76.74 CNY - 191.88 CNY; 86.67 HKD - 216.68 HKD), 60% Super premium wines
(5€ - 10€; 38.37 CNY - 76.74 CNY; 43.34 HKD - 86.67 HKD) and 10% of premium wines (3€
- 5€;23.02 CNY - 38.37 CNY; 26 HKD - 43.34 HKD). They focus on-trade channels by targeting
medium/high quality restaurants, hotels and bars in Portugal.

Appendix 17 - Market Screening of the top four countries of strategic markets list by

ViniPortugal
Criteria USA BRASIL | CHINA | CANADA
Market dimension (million inhabitants) (2016)* 324 209.4 1382 36
GDP in trillion nominal USD (2016)* 18.6 1.7 11.3 1.6
GDP Annual growth rate (2016)* 1.6% -3.40% 6.50% 1.10%
GDP per capita in USD (2015)* 56115.718 8538.6 8027.7 43248.5
GDP per capita growth rate (2015)* 1.8% -4.70% 6.40% 0.20%
Wine Imports in litters Billion USD(2015)? 5.6 0.31 2.0 1.8
Imports of Portuguese wine variation in value (2016/2015)3 8.8% 18.60% | 11.20% 5.70%
Imports of Portuguese wine evolution in value (2016-2010)3 43% 34% 152% 34%
Wine Consumption in litters 000 (2015)* 3316900 | 350000 | 1600000 522000
Wine Consumption evolution (2015-2013)* 6% 0.34% | -8.42% 4.82%

Source — 'The World Bank (2016), 2 World's Top Exports (2016), ® Instituto da Vinha e do Vinho (2016), *Wine

Institute (2016)
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Appendix 18 - China Wine market 2010-2015

China Wine Market Value, $US Million, 2010-20155

Year $US Million % Growth
2010 15.570.4 -
2011 18.334.8 24.1
2012 23,3461 20.7
2013 27.6688.0 18.5
2014 32,7101 18.2
2015° 38.302.4 i7.1
*CAGR % 2010-15° 19.7
Sourca: MARKETLINE
*CAGR: compound annual growth rate
E = Estimate

China Wine Market Value Forecast, $US Million, 2016-2019%

Year $US Million % Growth
2018 45,121.8 17.8
2017 52.747.5 ig.8
2018 81,3681.8 16.3
2018 58.316.8 13.0
*CAGR % 2016-139 15.4
Sourca: MARKETLINE
*CAGR: compound annual growth rate

China Wine Market Volume, Million Liter, 2010-2015°

Year Million Litres % Growth
2010 1.062.8 -
2011 1.328.8 25.1
2012 1.550.2 16.8
2013 1.520.8 17.5
2014 2.125.2 18.7
2015 2.455.9 18.0
*CAGR % 2010-2015 18.33

Source: MARKETLINE

*CAGR: compound annual growth rate

E = Estimate

China Wine Market Volume Forecast, Million Liter, 2016-201%

Year Million Liter % Growth
2018 28751 16.8
2017 3.3318 i5.4
2018 3544 4 15.4
2018 4.318.7 12.4
*CAGR % 2016-2019 14.53

Source: MARKETLINE

Source: Market Access Secretariat Global Analysis, 2016, The Wine Market in China 2016.
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Appendix 19 - Sales of still Red Wine by Price Segment in China: %off-trade Volume 2010-
2015

%% off-trade 2010 2011 2012 2013 2014 2015
CMNY20 te CHNY 43,93 1.5 1.4 1.2 1.2 1.1 1.0
CMNY30 to CNY39.99 o4 3.2 5.0 4.8 4.6 4.4
CMNY 60 te CNYE3.99 2.2 30.6 28.9 27.2 23.7 24,2
CHNY30 and abowve 50.8 62.8 54,8 56.8 68.6 70.4
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Euromonitor (2016), Wine in China

Appendix 20 - Sales of still white Wine by Price Segment in China: %off-trade Volume
2010-2015

% off-trade 2010 2011 2012 2013 2014 2015
CNY30 te CHNY359.99 3.0 2.9 2.8 2.6 2.3 2.4
CNY&0 to CNY33.99 14.2 13.5 12.7 12.0 11.3 10.6
CHNY30 and above 8z2.8 82.6 24.5 25.4 86.2 26.9
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Euromonitor (2016), Wine in China

Appendix 21 - Sales of still Rosé Wine by Price Segment in China: %off-trade Volume 2010-
2015

%% off-trade 2010 2011 2012 2013 2014 2015
CNYS0 te CNY33,93 2.7 2.5 2.3 2.4 2.3 2.2
CNY&0 to CNY393.99 12.9 12.2 11.6 10.9 10.3 9.7
CHNYS0 and above 24.4 85.2 85.9 26.7 27.4 g8.1
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Euromonitor (2016), Wine in China

Appendix 22 - Market selection strategy in China
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Appendix 23- Market selection China Regions

Criteria Macau Hong Kong Shenzhen
Market dimension (million inhabitants) 2015* 0.587606 7.306 10.7
market dimension (GDP billion dollars) 2015t 47 309 253.96
GDP per capita dollar 20162 111,496.60 56,923.50 27,230.00
Portuguese wine imports by city value 2013

euros 4,358,062.00 | 1,870,944.00 | 923,125.44
average bottle price per litter 2013 euros® 2.81 5.18 2.66

Source: ‘World Bank, 2Hong Kong statistics, 2Macau Statistics, 3Instituto da Vinha e do Vinho (2016)
Al - Shenzhen GDP is 24% of the total Guangdong GDP, contributing to 24 % wine Imports
A2 - average price bottle in Shenzhen it is the same in Guangdong

With a total of 2.4, Hong Kong is the selected target Region.

Appendix 24 - Fairs in China

Countr Major events

HONG

KONG
HKTDC Hong Kong International Wine Spirits fair
VinExpo Asia Pacific

CHINA

Mainland

Guangzhou Interwine Guangzhou

Chengdu China Food and Drinks Fair

Guizhou Guizhou International Alcoholic Beverages expo

Peldin Top Wine China

Beijing World of Food Beijing

Shanghai FHC - Food & Hotel China Shanghai - Prowine
Sial China

EUROPE

England London International Wine and Spirits Fair

Italy Vinitaly

Germany Prowein in Dusseldorf

France VinExpo in Bordeaux

Source — Wine Industry in Hong Kong HKTDC Research, 2017
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Appendix 25 - News about the sector

Channel ¥ino www.channelvino.com
China Wine News WWW_CTIWINenews. com
Decanter Wine Magazine: www. decanterching, com'en’
Enjoy Gourmet WWW.EN{oYQourmet.com
Food E Wine www._10andd.com

Food Mews www.cnfoodnews.com

Food Report www.foocdreport.cn

Grape Wall of China www._grapawallofchina. com
Greatchef www.greatchef com.cn
LifaStyle www lifestylecn.com

Pinor Sommelier www_hos-life. com_cn/plsyindec. him
Vinehoo hittpffvinehoo.comd

Wine Columnist www_wushuxian.com

Wine in China www.wineinchina.com.cn

Source — ICEX, 2015, El Mercado del Vino en China

Appendix 26 - Association of Wine in China

China Agricutiural Wholesale Markets Association W CEWELODLCO

China Alcoholic Drinks Association www.cada.cc

China Association for Importers & Exporters of Wine & Spirits www.cccinaong.cn

China MNational Association for Liquor and Spirits Circulation www 7ojlxh.org.cndindes. himl

Source — ICEX, 2015, El Mercado Del Vino en China

Delegaciio do AICEF &m Peguim
Telefone: +26 10 E33 20401

Wb gicep biare @ portyrgai=lobal of

Delegario oo AICEF em Namngsi
Telefonea: +8€ 21 SEBBETET
Wb aice g shen s hai S oo rbussisloosl ot

Delegacio do AICEF em Macsu [cobre tambem Hong Kong)
Tel=fonea: +233 ZE FLEI 0D
Webe gicep mpcpuoortueniziobal ot

Embaixsda de Portugal na Chine
Telefone: +26 10 EFZZ3220
Webc &mbport@puiblic2. bie. et on

Source — Instituto da Vinha e do Vinho, China Macau Hong Kong 2008-2010



Appendix 27 - Importers, distributors and commerce in Beijing

A5C Fine Wines Beijing Office
JEWE B AR

jolowuiE asc-wines.com
hitp-//www.asc-wines com,

AusGourmet Holding AG

R MsERAELE
info @ausgourmet.cn

hittp:/ fwwew auspourmet cn

Aussino World Wine Beijing Office
A { v Rl
bjo & aussino.met

hittp:/fwww. aussinonet/

Beiljing 25 Brix Wine & Culture Co.,
udiE M=+ T RRENAEE
FiEBELE

cwl2sbrix.com.cn
hittp-//fwww.25brix.com.cn/

Beijing Abbie Redsun International

Co. Ltd L MEFTEEFHES

ReE

abbieswine&yahoo.cn
http:/fwww.abbieswine com/

Beijing Ansheng Fine wines Co., Lid.

LR A O R R

20788505 .com
hittp: e winewholesaler.on/

Beiljing Bacchus Wines

EmARALELTRLE
marketing&bacchus-wines. net

www bacchus-wines.net

Beijing Baode Corporation

EINMERELHEERARLE

liuzhiming& baode. net.cn
hittp:/ e baode.net.c

Beijing Baoshitu International Wine
Co., Ltd,
LREHEREELRRELE
hitebeer@®163_com
hittp:/fwwiw.hitebeer.cny/

Beiljing BBH Trading Co., Ltd.

LIREHEHMAARLE

baoruihengliE126.com
hitp://www.baoruihengi.com

Beijing Broad Vista Trading Co., Ltd
LRERIEEHARLE

15010621621 &130.com
hittp:/ fwwes -wine.cn

Beijing Century Kaimeng Trading
Company Co., Ltd.

MY EERNARLE

ES9707959 .com

Beiljing Chun Hoi Import & Export

co., Lid AL WU AR FATR L

wiang-arnold@163.com
adrian_fu@karwa.com.cn

Beijing De Long Bao Zhen
International Wines Co., Ltd.
LR EEREETLARLE
emily.pan @xinbaczhen.com
zinbaozhen®126.com

hittp://wwew.delongbaozhen.com

Beijing Fine Wine Trading Co., Ltd.

LHEFREEEHETRLE

bjfnhj&163.com
hittp: ffwenw wine6699.com,’

Beiljing Fu Chuang Gang Co.,

ud. LRSS R RN EA S
sxlfwing hotmail.com

hitp-//www . fuchua NE.COMm,

BEUING GEMRAYHAMN TRADE

courn AN & EEN ERE L

1601520491, COm

Beijing Golden Olive International
Tradingco. Ltd. b B & & B EE
HERRLE

ganlan2004 1@163.com

www Eanlan.cn

Beiljing HanNa Wine Co.,

L. AL B ERE T
bijrovs@E163.com

hitp-//www.bjrovs.com.c

Beijing Hongchao Yongye
International Trade Co., Ltd
ERERLLDEEARRLE

Kawang&163 com
http:/'www hcgrand .com/

Beijing Heng¥i Shengshi Wine Co.,
ud. A FE B EREERRLE

1141458095, .com
hittp:/ fwwesi famille-castel.com.cn

Beijing liu Fenghang Trading
co., Lid. ALHCAET SRR LE

10144E69 Mol
hittp/ fwwesr . 9fenghang.com

Beijing Honest Internaticnal Trade
co. ed L HELERTHEEF BS
BoE

honest bj5686& 163.com

Beijing Kunyuehao Trading Co., Ltd.

AL 7 i £ B O T A L

2496735041 COm
hittp: /fwwrw. kingyuehold.com

Beijing MCF Trading Co., Ltd.
3 U TR A T A
wutaosha@ncfchina.com

www . ncfchina.com

Beijing Organic Trading Co., Ltd.
ATl )R]
info@rimanwine com

hittp /Mo rimonwine.com

Beijing Roxcero Trading Co., Ltd.
i EF AR
info@roxcero.com

hittp: /fwww . roxcero.comy

Beijing RuiLonglie Trading Co., Ltd.
LA B R
redwineEE8& sina.com

http:/fwww.myprl].com

Beijing 5hi Ou Hua Mao Trading Co.,
Ltd. R RS H R L
shiouhuamao@163.com

hittp:/ fwwew shicuhuamao.com

Beijing Sunrise Technology Ltd.

aru2008@sina.com
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Beijing Tianyu Bowhall Merchant

Ltd, LA ERIF =S il

berharm@&163.com

hitp://fwww berharmwine.com

Beijing Vin De Vie International
Co.,Ltd
LIRESCEEFETLRELE
vindevie@ 163 .com

vindevie@ 126.com

hittp:/ farwow vindevie.c

Beijing Xin Da Rui 5i Trading Co.,

Led. L BCE IR TNTIE B L E

xindaruisi919@163.com

hittp:/fwww xindaruisico

Beijing XinDaFemg International
Trading Co.,

v db AR = W BRE L
kellylhg@sina.com

hittp:-/fwww xin-dafeng.com/

Beijing Thong Hai Sheng Yang
Trading Co., Ltd.

dEWch A RE M AR
zhsy 2003@Evip.163.com
www_chinawineshop.com

Beijing Zhong Lei Dong Fang Wine

Co.,

Led AL R R RSB L R RLE
6465444439 .com

hittp:/fwwew zldfiy.com/

Beijing Zhonggi Huaye Foods Co.,
Lid. b B g d i TR A E
import&vip.163.com

info@ starfinefoods.com.cn

http:/fstarfinefoods.com.cn

Beverly Group

em EFERARLS
zhangjunyal9E7 & 163.com
info@beverly-group.com

hittp -/ farwew beverlywines. com.cny

Box Stallion Wines (China) Co., Ltd.

EREROHIEHRRELS

boxstallion@hotmail.com
hittp:/fwww boxstallion com,

China Wine Culture Development
WA HEL LEERRLE
marcxing@lepinot.com

EuopingE lepinot.com

wuyunis lepinot . com

hitp://www lepinot.comy/

China Wines & Spirits
EE4RERRLE
contactiEchina-wines-and-
spirits.com

http:/ fwwow . china-wines-and-

spirits.com,’

COFCO Wine & Spirits Com pany

PEELARLE

maywxin& cofico.com

hittp:/fwww . cofco.com/

DHYANA INTERNATIONAL TRADE

co. L To R ER AN ERAE
dehenpyue 00EE126.com
www . chinadhy.com

East Meets West Fine Wines Beijing
office LM EFHEERBLT

laurence & emw-wines.com

selina & emw-wines.com

hittp:/ farsew . emw-wines.com

Emma D
EREEEA O BN
CaveEemma-wine.com
Oversea@emma-wine.com

WWW .EMMa-wine.com

Globus Wine Beijing Office
AL T D

lilyli@globus-wine.com
hittp-/fwww globuswine comy/

Golden chateau Fine Wines C0.,LTD

#8EE (AW IERERES
Ll

SEG62660857 .COm

hittp:/ farww gc-wine.comy’

Green Fountain International Wines

Feedpz (FE) WEE
jchen@gfi-wines.com info& gfi-

wines.com

wwrw Efi-wines.com

lebsen & Co. Ltd, [Jebsen Fine
wines) Beijing Office 3t BUHEAl 1T

kevinyan@jelsen.com

Jointek Fine Wines Beijing Office
Ao R LA EAE

beijing@ jointekfinewines.com
shirley song@jointekfinewines.com
http:/ farwew jointekfinewines.com/

hittp-/fwww . jebsenfinewines.com,’
Links Concept Company limited
RESEEELE

summerzhao&linksconcept.com
marketing&linksconcept.com

Maison Corbieres wines [Beiling)
Co., Ltd
ZERETEEWNES LW &
w4

56845595 _Com

La Bin Fine Wines 3£ &

steven |u@la-bin.com

wwwi.la-bin.com

MAISONMAGGIE [BEI NING)
INTERNATIONAL TRADING CO . LTD

RS LW EEAERELS
L

maisonmaggie6Es & gmail.com

hitp:/fwww linksconcept.com.hik/ WWW CSCWINEe.com.cn hittp:/fwwiw. maisonmaggie co
MING YIN INTERNATIOMAL _ .
TRADING (BELING) CO. LTD Montrose Food & Wine Beijing MPC Group Beijing Ltd.

e office JEHE F4 5 AL AR ] B

EUERAS (A7) RELE

1025774829 .com
WWW.mY5199.com

alan@montrosechina.com

www . montrosechina.com

mpcEmpL200E.com

hittp:/fasnw winespain 5E.com

Palette Wines

AW T B AR
winegai@palettewines.cn
www palettewines.cn

pudao wines Wil
beijing@ pudaowines.com

hittp:/ fewew . pudaowines.com

Shandong Gaole Wine Co.,
ed TR FELFELE
zhaoyangiu@E139.com

www lushang.com.cn
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International Trading Co., Ltd.
AN W) ESETRELS
|

infiz@haojiugg.com
http:/'www.haojiugs.com

Beijing Office L MM

marina ma@Esummergate.com
hittp /Moy . sum mergate.comy

hao@thewinerepublic.com
hittp: /fwww.thewinere public.com,

Tianjin CMC Impaort & Export Trading
co., Ltd.
ERPHHBEONERELSE

zdi@goldenwheelgroup.com
www.cnctrading com.cn

Tianjin Xinliang Trading Co.

FREREFRELE
covincaiE126.com

hittp:/ fwreesd covimca com.ony

Tianjin Yulongda Trading Co.,

wd R T A ARELE

tiyulongda &163.com
hittp: /fwww . tiyulongda.com,

United Baauty [Beijing)
International Trading Co., Ltd.
BEATCE (4F) EFf BaR L
Li|

lianhehuimeis 163.com
http:/flianhehuimei shop gihuiwang.

comy

You Mian Trading [Pekin)Co., Ltd

HEWE (LF) ARLE

yntrading@163.com
hittp/ fwwes yntrading .com,/

Yuhua chengda (Beijing) Science
& Trade Co., Ltd

*pigd (IEF) HEFRLH
yuhuachengda&126.com

hittp: /fwww. yuhuachengda com/

ZHIXIM INTERNATIONAL TRADE

LTHPEEREENERELE

135031168803 @135 com

IsC[Beijing) Trading Co., Ltd
it (IEF ) HAEELE

2ecsm20108 163 .com
hittp://zhongshicheng.com/

L2RHE LW FlEZEEES
] Noble Family (Beijing) Wine Co.,
Ltd.

hix S000E163.com
hittp: /fwww.mpsjciub.com/

Source — Instituto da Vinha e do Vinho, China Macau Hong Kong 2008-2010

Appendix 28 - Importers, distributors and commerce in Shanghai

shanghai Golden Fields Trade
Development Co., Ltd
si@shitas com

http:/fwww shites. com hitty

Shanghai First Food Chain
Development Co.Ltd.
bbbyre27 & 126 com

e firstfioodmall.co

Shanghai Mint International Trading
co., Ltd
yimjieE rmimton. com

Wwwi.rmimtcn.com

shanghai Patriz Trading Co., Ltd
michael @ patriz .com.cn

shanghai Tangjiu (Group) Co., Ltd
luoxjEssow.com.cn

MWW SSOW.COIMLCI

Shanghai Vision Trading Co., Ltd.
amy.yuEvistrading. com
WWw enoport.cn

Shanghai Overseas International
Trading Co., Ltd.

soec@shanghai.cngb.com
http: /Wi SeeC.Com.on hitt

shanghai weiligizo Trade Co., Ltd.

tangtE699@ mail.com

shanghai Zhaclong Food Co., Ltd.
syxiaging&sohuw.com

shanghai Zhuihong Trading Co. Ltd ~ Summergate

zhaoyun213@163 . com
http:/fwww zuihong9g99.com/

WWw.summergate.com

e directwne. net.o
Sun Chateau
chiara molena @ mummergats com YW Esun-9.com

WWW.sUn-9.com

vinna Trading Development Co., Ltd  Vino Venue

infoEvinovenuechina com

woww vinovenuechina com,

russel chu@vinna-finewine.com

www vinna-finewine com

Vins-selection

xzhang@vins-selection.com.cn
cyripilardi&@vins-selaction.com.cn
www vins-selection.com.cn

WIC - Wine Investment China

hina.com n

www.thewinemall.cn

wine Mall
rachelsasikumar@wineinvestmentc  shanghai.wm.storel @thewinemall.c

Winsente
ethelli@wmnsente.com

wwwi.winsente.com

Wine & Knot Select

wine knot select@yahoo.on

Yamgjiw com

yangiivcom & hotmail.com

M REE R R AR LT

Changzhou Ao Teng International

Trade Co., Ltd

thang@audee.com

hittp e yangjiv.oo http:/fwww.audee.com
HHER T ORELS U e R
Hangzhou Fuyang 1/ E Hangzhou LianHua HuaShang Group Top Wine Stores Ltd,
co., Ltd co., Ltd

infoi@fuyang-imeax.com

fengruanhua@zj.chinalh.com

marketing&9519.cn

www fyie.com hittp://shopping |hew.com.c wwwi.9519.com.cn

LBARFERELE LmaE R E R S cellar Masters
EBx R4y 5] Finigate X

shamghai Jiu Xiang Trading Co., Ltd. L5 LA Fini Wine Club

sales @jiuxiangsh.com
http:/fwww jiuxiangsh.co hitt

infoEfinigate . com

2 hwreewi finigate.com

cmwin.cs@ cellarmasterwings.com
http:/fwwew.cellarmasterwines.co
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Open Wine

SEDTIEEEEHWiHE.EIJIﬂ .n

orient International [Holding) Co.,
Ltd.

business@ oih.com.cn
www_oih.com.cn

Pu Yuan Cellar

puyuancellar@yahoo.com.cn
hittp://puyuancellar.co

Ruby Red Fine Wine

infio@ rubyred.com.cn
hitp://fwww.rubyred.com.cn/

Ruoao International Trading
{shanghai) Co., Ltd
leon.rucao&email.com
WOWW.TUDR0.C0M.Cn

sanrome International Trading Co.
Ltd

dewan zhang@vyahoo.com.cn
hittp: /fwww. sanrome.cn

santo Holdings [tambem em
Pequim)
bob waneEegreeching.com

Shanghai International Wine
Exchange

lepao@yahoo.cn
hittp /e stwe com.cny/

Shanghai C&D Wines Co. Ltd.

yuwgEcndwine.com

www . cndwine.com

shanghai Dao Wei Wine Importing
co., Ltd

jparedes @tintafinawinas.com
hitp:/fwww . shdowwell.com

shanghai E&T JAWA Import and
Export Co., Ltd.

suweiEEEEEE 126.00m
hittp:/fwwes entiawa.com/

shanghai Giant Faith Food Co., Ltd.

kimi.gian@& giantfaith.com
wwwi s2Efm.com.cn

Agros Wine Consulting

argoschina@argosconsulting. net
wiww argosconsulting net

ACN worldwide
malevych.valentina@acnworldwide.

com
wiwnw acnworldwide com

Asia Wine Institute

tommylamE&awi-edu.com

www . awi-edu.com

amaore Trading [Shanghai) Co.Ltd

infio @ amorewine.cn
WWW amorewine.cn

ASC Fine Wines Greater China

zhanghao@asc-wines com

WA BSC-WINes.com

Bailian Group Co., Ltd

blit@bailiangroup.com
www .bail@angroup.com

B&W Beer Spirits&Wine
bBsw-china&hotmail .com

Boutique Wines Asia

Info& boutiguewines-Asia .com
http:/ fwwrw. boutiguewines-
asia.com

Bright Food {Group) Co., Ltd
chenhuali@brightfood.com
wwwi brightfood.com

China Eastwind Fine Wine
Merchants

carlos @chinaeastwindwine.com

CWS5 - china Wines and Spirits Ltd

francisco@china-wines-and-
spirits.com
hittp:/fwwew .china-wines-and-

spirits.com/

City Super
paulwong@citysuper.com.hk

hittp:/fwww . citysuper.com.on/

Enoteca

infio@enoterra.net
WWw Enoteca.com.cn

Epicvre
¥ONEE epicyre.com
MWW EPINTE.COM

Ducelpartners Distribution Company

kirkmartsen & dxcel.com.cn
www dxcel.com.cn

Feidan Ccommercial (Shanghai] Co.,
Ltd.

info@feidanfood.com
hitp-//www.feidan.cn

Fidelis Wines

c.gonzaler @ fidelswines.com
wiwnw fideliswines.com

Force 8 Callars

riesling @forcefwines.com
hittp:/fwww forcedwines.com;

Globus Wine Company
delphinedevine @globus-wine com

HE&L Ningbo International Co., Ltd
alaincheng@@hl1885.com

httpo/wwei globuswine com

hitp:/fwww.hl1855.c0

Ince Wine [China) Co., Ltd.

incewinechina@hotmail.com
http:/Yincewines.com,

Jebsen & Co. Ltd,
jimmywang&jebsen.com

www jebsen.com

Jiang Xi Pu Xin Trading Cao., Ltd

lianzhesmiEyahoo.com.cn
hittp://jxpx.com.cn

Jointek Fine Wines

eva@jointekfinewines.com
www jointekfinewines.com

Just Grapes
ZengEjus 5.0

www justgrapes.cn

Lucky Horse Fine Wines & Spirits
luckyhorsegroup& 126 com

MINT
aaron@mintslobal.com

wiww fi-jima.com

www.mintzlobal.com

Maontrose Food & Wine
jackgaoE@montrosechina.com

wiww montrosechina.com

Mapa Resanve
info@napareservewines.com

New Cape Win{Shanghzai) Co., Ltd
newcapesh&yahoo.comen

WW.HEEHF&FEH’EWiHES e ]ji)]

hittp:/fwww.miolo.com.cn/

Source — Instituto da Vinha e do Vinho, China Macau Hong Kong 2008-2010
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Appendix 29 - Importers, distributors and commerce in South of China

Guangzhou Famous Chinese &
Forergn Wine Monopolistic Chain
Co., Ltd.

FRFhENERTENRRAT

Zwimj @gdzwmj.com

hittp:/fwww.edzwmj.com;

Guangzhou Friendship Co., Ltd.

www_cgzfs.com

Guangzhou Gather Industries

co., Ltd. [ EE ST E T

linai@ envitaly-cn.com
sales@envitaly-cn.com
wWww .envitaky-cn.com

Guangzhou Good Sense Wine
Co., Ltd.
T R E R L S B’
lokil313&sina.com

WWW Caawine. com

Guangzhou Hubo Trading Co., Ltd.

Guangzhou King Wines Co.,

Led. B R E L HE LT

kinewines@126.com
hittp: e king- wines.com,

Guangzhou Kouliang Trading
Co., Ltd.

GUANGZHOU LOMNGEUN FINE
WINE.LTD

B LW R E RS
|

longsunwine s 163.com
http:/ farew lsunwine .com

Guangzhou Mingya Trading
Co.Ltd

e T SRR L

Guangzhou TallTree Trading
Co., Ltd.

R AL
bocaca@gmail.com
hittp://fwww . talltreeswines.c om/

Guangzhou Wine Distribution
co., Ltd

jiuleipsiE126.com
www._grilps.cn

Hong Kong Down South Wines
(china Holding) Co., Ltd.

gz aonani@yahoo.com.cn
www .downsouthwines.co m

Jebsen & Co. Ltd,

www jebsen.com

hitp:/fwww jebsenfinewine s.com/

Jointek Fine Wine

Euangzhou@jointekwine shop.com

woww_jointekfinewines com

King Ko Wines Pty. Ltd
rHRRHEEELE
gingoE kingkowines.com
wwrw kingkowines.com

Muse Wines Co.,
Led. [ TSR S LR A

fakoncfkE163.com
WA MUSEWINes.com

Red Wine village

info@everwisewine.com
hittp:/fwwew redwinevillage. com

Regent Pearl F & B Amusement
co., Ltd,

yinyihr&126.c0m
W Y inYiEToup.com

Shenzhen Dashui Lianhe Wine
Co

“r

huanghejx&@sina.com

shenzhen HengHui Industrial
Development Co.Ltd.

Shenzhen Huaxia Wine Co., Ltd. -
china Mational Careals, Dils,
Foodstuffs Corp.
dalian&6662163.com

sinolink Fine Wine Ltd.
infig.sz @ sinolinkfw.com

sourceland shenzhen Co., ld.

winecellar& sourceland.c om.cn
www_sourcelandwine.com

Summergate Wines

info@summergate com
WL SUMImergate com

The Cellar (Zhuhai)
thecellar.zhuhai@gmail c om

Wine Market
winemarket @winemarket
£n

www winemarket.cn

Winemine Group
winecc@ 126.com
winemine@ 126.com
W winemine.cn

Xiamen Yannan
{Asian Fortune)

wiallace@asianfortune co m_hk
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30 International PTY. LTD.

3gE3ghk.com
hittp:/fwww.3ghk.com/inde x1 htm

ambassador of Wine [ Joy Wine
Lda

WWW_jowine.com.cn

ASC Fine Wines Co. Ltd.
[Guangzhou)

hrmdgz e asc-wines.com
WL BSC-WINes.com

Aussino World Wines

infio @ aussino.net 2708 auwssino. net
Www aussino.net

AWA Wine Co., Ltd,
WWW._SWawine.com

aynak wine3Z 85 5 O
eeC@vip.163.com
http:/fwww aynak.com.cn/

China National cereals 0ils &
Foodstuffs Im. & Exp. Corp

Dante Wines Co.,

d. R EEILSAELE

_nfo@dantewines.cn
hittp:/ wwewi.dantewines.cn

Foshan Eurcpean Impex Ltd U-FEEL
INTERMATIONAL {HOLDINGS)
LIMITED

http:/faenw u-feel com.on

Fu Mart

W rt-mart.com_te

Guangdeng Chenyie Trading
Co., Ltd.

Guangdong Foedstuffs Im. & Exp.
[Group) Corp.
gdfleo@yahoo.com.cn

www .china-prd.com

Guangdong Guorun Wine
Trading Co., Ltd.

Guangdong Qianye Trading Co., Ltd.

FfFLfEsLH

MWW QYWine. com

Guangdong Sino-Foreign Famous
Wines Exclusive ChainStore Co., Ltd.
i et 25
R

rwmiiE dzwmi.com

whd@gdzwmj.com
hittp:/fewnw . drwmi.comy

Guangdoeng Trading & Technology
Import & Export Co., Ltd.

infio@ pdtramo.com

woww gdtrameo.com

Guangdeng Zhongshang
Redsun Wine Co., Ltd.

xzls@ 126 com

Guangzhou Dragon's lourney
Winery Co., Ltd
RNl EEL
Lefy@ediw.com

hittp:/fwwnw . gdjw.com

Guangzhou Famous Chinese &
Forergn Wine Monopolistic Chain
Co., Ltd.
FiRst NS ER TR
Zwmj@gdzwmi.com

hittp:/fwww . edrwmj.com/

Guangzhou Friendship Co., Ltd.

wiww cgzfs.com

Guangzhou Gather Industries

co., Ltd. [“HERTEE |

lina @ envitaly-cn.com
sales@envitaly-cn.com
W envitaby-cn.com

Source — Instituto da Vinha e do Vinho, China Macau Hong Kong 2008-2010

Appendix 30 - Importers, distributors and commerce in Hong Kong

Maxxium Hong Kong Ltd

manager@maxxium.com.hk
hittp:/fwww.maxdum.com/ com/de

Magareve
mezareve@netvigator.com

hittp://fwwe. megareve com/findex_ht

Metadesign, Ltd,
hkoffice@metadesipn.com.hk
hittps:/feww. metadesign-

fault.asp m Eroup.com,
Montrose Fine Wines My Cellar (HE) Wine Company Newfame{H.K) Limited

tracy @montrose.com.hk
infio@ montrose.com hk
hittp://fwww.montrose.com.hk/

inguiry@mycellarhk.com

hittp:/ farwes mycellarh k.com

louis @newfame.com.hk]

hittp: wwow newfame com bk

Northeast Wines & Spirits Ltd

info@ northeast.com.hk
www . northeast.com.hk

Omtis, Ltd
philbera@omtis.com
hittp:/ e omitis.com

oOnflo Wines & Spirits Limited
info@ onflo.com.hk
hittp: /i www . onflo.com. hkf

Patek Wines Company Ltd.
infio@ patekwines.com.hk

hittp://fwww.patekwines com.hk/

Pernod Ricard
martin.howey & perniod-ricard-

hongkong.com
hittp://pernod-ricard.com/21/home

Ponti Trading Ltd [Wine Division)
general@ponti-tdz.com
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Rare & Fine Wines Ltd.
enquiry@rarenfinewines.com_hk

Red Wine Cellar
keving@redwinehk.com

www rarenfinewines.com.hk

hittp:/ fwwew . redwinehk.com,/front/bi

n/home.phtml

Rich Leader [HK) Ltd
vipinquiryproduct& gmail.com

wwwi richleader hk

runde Wines & spirits MEER
runde@runde.com hk

http:/fwww.runde.cn

Seapower HK Trading Co. Lda
garry leongis seapower hk

woww seapower.hk

5fa Limited
justin.chan@citysuper.com.hk
hittp:/fwwew.citysuper.com.hk/modul
&5 detail.php?detail=779

sims Trading Company, Ltd

apoonEsims.com.hk

www_sims.com.hk

sinolink Fine Wines

ud EFRERE LT

info.hk@sinolinkfw.com
hittp:/ fereews sinolinkfw.comy

Sens Wine Cellar

info@ senswinecellar.com

hittp:/fwerw senswinecellar.com,’

soho Wines & Spirits
nicky@sohowines.hk
shelley@sohowines. hk

www sohowines.hk

Solar Max Limited

peter@solarmaxlimited.com hk

hittps: /fwerw. facebook.com/pages/s
olar-Max-Limited/1320695401 65086

Summergate Limited

info@summergate. com
suppliers @summergate.com

W summergate com

Syba [China) Ltd
sales@sybagroup. com

www sybagroup.com

Telford International Company Ltd
sales@telford.com_hk
www telford.com_hk/en/

Topsy Trading Co Ltd

topchk@ netvigator.com
hittp:/fwwew topsy-trading.com

Triumph Sky Trading Ltd =B EE Tudy's Wine Merchant valdivia Ltd.
infio@triumphsky.com.hk Eertrude. ozorio@tudyswine .com slesEvaldivigwines com bk
http://wine triumphsky.com.h nao tem www castellodelvino.com.h

vins Gallery Ltd Wwatson's Wine Cellar Wilson International Frozen Foods

webshop@vinsgallery.com
www vinsgallery com

info @watsonswine.com
Www. watsonswine.com

info@wilsonfoods.com_hk
hittp:/fwwew wilsonfoods com. hk

wine Buff fine Wines
infio@winebuff com. hk

woww winebuff.com.hk

Wine Culture Ltd
info @wineculture.com.hk

hittp:f ferwen . winecu lurecom.cn

Wine Explorer
sales @winexplorer.com.hk
www winexplorer.com.hk

Wine Direct Limited

info@E@winedirect.com.hk
http:/fwww winedirect.com_hk/

Wine Hut Company Ltd

sales@winehut.com
hittp:/ fwwesi winehut.com

Wines R U5 Fine Wine and 5pirits

Enguiry@winesrus.co
hittp:/fwerw.a ar-wines.com

Wayafone Fine Wines

contact@wayafone.com
http:/ S wwre wayafone.com,

wines Unlimited

info@winesunlimited.com.hk
hittp:/ s winesunlimited. com.hk/

Wwestwind Food & Beverage [HK] Ltd

g d

wineworld Limited

infio@wineworld.com.hk
www wineworld.com.hk
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ABC Wines Limited
abcwines@yahoo.com. hk

www abowines.com.hk

advantage Asia Pacific Limited
csi@advantageasiapacific.com
hittp:/fwww.advantageasiapacific.co
m

Bacchus Fine Wines [Asia) Limited
kewin@bacchusasia.com

hittp:/fwww. bacchusasia.com

Billion Group (Far East) Holdings Ltd

infig@ billion-foodnwine.com

Bontemps
kelvin.mali13@gmail.com

Brilliance Development Co Ltd
info@ bhv.com.hk

wiww billion-foodnwine.com hittp://www . bontemps.com.hk fora de servico
Castle Fine Wines cellarmaster Wines [HE) Limited Cchampagne Company

admin&wines . com
hitp:-//www.wineg.com

pcheuns@macroasia.com
hittp://cellarmasterwines.co

champzagneco@hongkong.com
nao tem

Cheers Hong Kong

order@pro-wins.com

Concord Wines

sales@concordwines.com_hk
hittp /M. concordwines.com.hky/

china Gate International
[H.K.]Limited

business @chinagate.com hk
hittp:/fwww.chinagate com.hk

Dionysus [Hong Kong) Ltd.
vincent.leungs dionysus.com.hk

hittp:-//www.freewebs com/dionysus

hk/

ASC Fine Wines
christopheorlarei@asc-wines.com

hittp:/fwwew . asc-wines.com

Arion International{HK). Ltd.
info@arignintl.com. hk

hittp:/fwww.arienspiritwine.com,

CornerStone Distribution HK
Limited
dir.hk@cornerstonewinescom

hittp:-//www.cornerstonewines.com;

s Hi html

Fico Internatienal Ltd

fico-wines @sunwahgroup.com

hittp:/ fwwewr . fico-wines.com,

Grand Wine cellar

carlson.chan@gwc.com.hk

www . Ewe.com.hk

Hai Luen Trading Co [HK) Ltd

hailueng hailuen.com
hittp-//fwww.hailuen com/

Jebsen Fine Wines (Grupo Jebsen &
Co Limited)
donnyho@jsbsen.com

hittp:/fwwow . Jebsenfinewines.com

Jointek Fine Wines (HE) Limited

info& jomtekfinewines.com.hk
hittp:/fwwow.jointekfinewines.com

King's [Hong Kong) Ltd

Kedington Wines

info@kedwines.com |
gigi.ching @ kedwines.com
hittp:/ fwreeed . kedwines.com)/

Lam & Cerveira Ltd

info& lam-n-cerveira.com

www.lam-n-cerveira.com

Links Concept Company Ltd
marketing@linksconcept.com

Manful International (HK), Ltd.
manfulintEnetvigator.com

hittp-//www linksconcept.com_hk/

hittp:/fwwer. manfulint com.hk/main.

hitm

Maxford Wines Limited
info@maxfordwines.com

nao tem

Source - Instituto da Vinha e do Vinho, China Macau Hong Kong 2008-2010
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Appendix 31 - Importers, distributors and commerce in Macau

agéncia Comercial Eurovinhos

alves-surovinhos&hotmail.com

agéncia Comercial Pico

pico&macau.ctm.net

Agéncia Comercial Seng Kuong da
Vittorio Ltd.

acskdvli@ macau.ctm.net

califarnia Wine Company
vicky@fermentedgrape.com

Camisaria Central
CEncoEmacau.ctm.net

Chiao Kuang Group Ltd.

seC@ckE. com.mo
woww.chE com.mao

Crockfort Trading Co., Ltd.
croforts & macau.ctm. net

Fine Beverages Limited (FBL)
michael@finebeverages. mo
hittp:/fwww finebeverages moy/

Justwine Import & Export, Lda.

unidosiE macau.ctm.net
Www . justwine. pt

Greattime Limited
info@greattime. com.mo

http://ereattime com.maoy

HN Group
catherinechoi@hngroup.com.mo

Macau Bazaar Co., Ltd.
mataubazaar2Egmail.com

http//www.hngroup.com.mo/

hittp/ fwwwi.macaubazaar.com.moy

Meng Tak Hong
chu923@macau.ctm.net

Nam Kwoeng Commercial Co. Lid.

office @ namkwong. com.mo
http://www.namkowong.com.mo/

Palatium Fine Wines
pedro.lobo@ palativmwines.com
woww . palatiumwines. com

Sabores do Alentejo Ltd.
s.alentejanos@gmail.com

Telford Macau Limited
joechu@telfordmacau.com

TH Fine Wines

th@thfinewines.com
hittp:/fwww.thfinewines.com/

Topwines Ltd Macau

JCM

Espanha Trading Company

anai@ptw-5.com mesquitamatau&gmail.com espanha @ mag@u.ctm.net
WWW. pbw-5 .Com

MNext Vector Summergate Fine Wines Seapower Trading Co. Ltd.
nextvector@macau.cbm.net timothy feather @summergate com  infio@ seasons.com.mo

WWW SUmmergate.com

hittp ./ fwww 583 pOWeT . Com. mo

Royal supermarket
edmond fung@royalsupermarket.co

m.mo
http:/fwww. royalsupermarket.com.

Vang Kei Hong Trading Company,
Ltd

vkhitcl@macaw.ctm.net
https/vangkeihong.en.gongchang.co

mioy

myabout

Vinomac Fine Wines Limited

vinomac @wfv-macau.com

vine Veritas - Fine Wines &
Premium Food
info@vinoveritas.com.mao

Vis3o/Global
siulengmacaoEyahoo.com

Source - Instituto da Vinha e do Vinho, China Macau Hong Kong 2008-2010

Appendix 32 - SWOT Analysis of Quinta Dos Termos in China

Strengths:

= Certified in Integrated Crop Management, leading to the production of ecological wines,
better for health (Chinese people care much about health);

= Big wine portfolio, with the traditional grapes from Beira Interior;

= Unique gastronomic wines, given the terroir of Quinta Dos Termos and its traditional

methods;

= Qualified Human Resources;
= Management board directly involved in the internationalization process;
= Knowledge of the management board in export processes, being already in Shanghai;

= High quality wines;

= Relationship with CVRBI,;
= Great quality-price relation;
= Belongs to the Old-World wine;

Weaknesses:

= No brand Awareness;
= No contact with distributors in Hong Kong;
= Underdeveloped website;
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= No Portuguese gastronomy in Hong Kong;

= Cultural differences;

= Low knowledge of the international competition in Hong Kong wine market;
= Lack of market research to a better understanding of the market;

Opportunities:

= Good forecasting until 2020;

= Chinais a strategic target for ViniPortugal;

= Free alcoholic drink tax;

= Further entrance in China mainland with CEPA conditions, throughout a Hong Kong

distributor;

= Cost-efficient;

= Great increase in red wine and white wine;

= Almost none wine production;

= Increase in imports;

= Appreciation of traditional techniques in the age of wine;

= China believes that wine is good for health;

= Red is a lucky colour for Hong Kong and China;

= No major price is expected until 2020;

= Consumers recognize and appreciate wines of good quality and pay for it;
Threats:

= Geographical distance;
= Lack of information about the Agreements with other countries (Australia, Chile, France,
Germany, Italy, New Zealand, Romania, Spain and United states);
= Portuguese wines are perceived has being a wine with lower quality then French, Spanish
and Italian wines;
= New world wines recognition;
Appendix 33 - Mode of entrance

When a company decides to internationalize, export and transmission of resources could be
some powerful tools to engage international business. Furthermore, these choices have to be
aligned with the goals and objectives of the company, the degree of control over decisions and
operations that the company pursuits, the risks associated with different entry modes strategies,
the reliability of partners and the acceptance of the product in the new foreign market. With the
internationalization of the business, the company seeks to increase productivity, profitability and
diversification by being in a new market. “Exporting is the sale of goods or services produced
by a firm based in one country to costumers that reside in another country” (John D. Daniels, et
al, 2013, International Business). Transfering resources is a contractual entry mode. The exporter
franchise or license its products or services, establishes a new venture, acquires a new company
or establishes a joint-venture in the foreigner market. As Quinta dos Termos wants to maintain
the full power of the product, by keeping its Denomination of Origin Beira Interior with as less
risk as possible, exports to China seem to be the best entrance mode. However, exports could
bring some trouble that the company has to be protected, such as financial risk, costumer
management, regulation, top management commitment, scant international expertise and
documentation.

Regarding the type of exports, there are four varieties of it: “Direct exports - in this scenario the
company sells its products directly to an independent intermediary, such as an agent, distributor,
or retailer outside its home country, who then sells the product to the final consumer. It requires
the company to manage the whole process, minding the various aspects of making and marketing
the product for foreigner buyers.”, “Indirect exporting - in this scenario, the company sells its
products to an independent intermediary in the domestic market. The intermediary exports the
product to its foreigner agents who then sell it to the final consumer. It works because the exporter
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relies on an intermediary, say a global retailer, to supervise marketing, terms of sale, packaging,
distribution, and credit collection procedures.”(Daniels, et al, 2015, International Business).

Appendix 34 — Wine Selection

Figure 1 - Escolha — O Deslize de Virgilio Loureiro 2009 (Red)

QUINTA
TERMOS

Description — “This wine presents a very dark ruby colour, clean aspect and
great depth. The smell is attractive, distinct and with some complexity, creating
a strong expectation for the mouth tasting. In the palate, it stands for the balance
and elegance, emerging the tannins strength, the freshness of the acidity, the
slightly astringent texture and the final persistence, which give this wine a
special gastronomic aptitude and great capacity for ageing. It is an excellent
wine for gastronomic aptitude and great capacity for ageing. It is an excellent
wine for moments of celebration.”

Reasons - The blue colour invites the Chinese consumer to see it, represents
healing, relaxation, trust and immortality. The year numbers have three of the
luckiest numbers, 2 represents “good things come in pairs”, 0 means everything

or nothing and 9 is associated with the Emperor of China. Moreover, this wine is award with a
Gold medal in the 5" wine contest of Beira Interior 2012, Gold medal in the Wine Masters
Challenge 2013 and a Silver Medal in the Councours Mondial de Bruxelles 2013.

Castes: Petit Verdot, Tinto Cao and Vinhao.

Figure 2 - Reserva do Patrdo 2009 (Red)

Description: “Deep red ruby colour, intense and attractive smell revealing notes of
ripe fruit and cistus, well involved by vanilla and spices given by French oak barrels
ageing. Try it and you will find the Boss’s good taste.”

Reasons: In a city where business is the main word in the streets, a wine capable of
giving the feel of a Boss, would be a taste that the locals and tourists would like to
try for celebrations and gifts. With the red colour, the lucky year number 2009 and
made with only one of the most consumed castes in Hong Kong. Well awarded
with Gold medal in the wine master challenge 2013, Silver medal in the 5" wine
contest of Beira interior 2012, Bronze Medal in the Wines of Portugal Challenge
2013, Commended Medal in the International Wine Challenge 2013 and another
commended Medal in the Decanter World Wine Awards 2013.

Castes: 100% Syrah.
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Figure 3 - DOC Beira Interior ' Selection 2013(Red)

Description: “This wine only appears in years of great quality. It is a blend of the
best wines of Touriga Nacional, Rufete, Jaen, and Trincadeira, and aims to honour
the great wines of Beira’s manors. The softness of its tannins allows it to be drunk
straight away, although it may improve with age.

Reasons: The red colour on the neck of the bottle combines with the almost gold
colour of the labour. Both these colours represent good fortune and wealth
respectively. Moreover, it is made by international known castes Touriga Nacional
that call the attention of possible buyers. Furthermore, it is also very well awarded
with a Gold Medal in the 6™ Wine contest of Beira Interior 2013, a Silver Medal in
the Wine Masters Challenge 2014, a Commended Medal in the Decanter World
Wine Awards 2014 and a Commended Medal in the International Wine Challenge

2014.
Castes: Touriga Nacional, Rufete, Jaen and Trincadeira.
Appendix 35 — Agents and distributors

The foreigner distributors are independent wholesalers that purchase merchandise from exports
(at a discount) and resell it with a profit margin. The distributor promotes, sells and stocks the
product of the exporter. Besides, agents are individuals or small firms which work as an
intermediary handling the orders of the exporter. These agents are usually compensated by a
commission, expressed as a percentage of the price of the product sold and normally do not buy
or keep the product in the warehouse (Cavugil,et al., 2008). Quinta dos Termos is looking for an
individual or enterprise capable of promoting and buy the products upfront, therefore the best
option is to choose a distributor, preferably a local distributor. Quinta dos Termos should aim for
the distributor that better adapts to its plan, to re-export for China mainland. According to Daniels,
the company also has to verify if the distributor has the financial capacity to fulfil its financial
obligations, the connections with potential customers, if the distributor profile fits with the
company’s product, its ability to promote and sell the product and the trustworthiness (Daniels,
et al., 2015). The company should only take care of the product’s production and aligned the
marketing with distributor’s opinion, as they are the ones who know the market.
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Appendix 36 - Distribution Channels in China
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Source: EU SME Centre, 2014, Sector Report, The Food & Beverage Market in China

Appendix 37 - Price range of red and white wine in Hong Kong.

Range in Red wine

HKD (%) White Wine (%)
<65 12 7.3
65-135 29.6 30.4
135-175 25.7 25.1
175-200 13.1 20.2
200-265 6.4 11
>265 13.2 6

Source: ICEX, 2015, El Mercado del Vino en Hong Kong 2015

Appendix 38 — Documentation

o “SAD - The transport of goods outside the customers’ territory, always requires the
submission to the customers’ office, the customers’ document called DUA (single
administrative document). The SAD is one of the characteristics of the operation.
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Although the SAD can be presented directly by the exporter, the most common to be
performed is through a customs agent”. (ICEX,2015, El Mercado del Vino en Hong
Kong).

e “COMMERCIAL INVOICE - There is no specific format.” (ICEX,2015, El Mercado
del Vino en Hong Kong).

e “ORIGIN CERTIFICATE - Serves to demonstrate to the customers’ authority that the
goods imported are in accordance with the country of origin. In general, it is not
mandatory, but it is always advisable to present”. (ICEX,2015, El Mercado del Vino en
Hong Kong).

o “PACKING LIST - Made by the company itself. Describes the detailed content of the
shipment that the exporter considers appropriate. More detailed information is well
regarded by the customers’ authorities. It is recommended this document to be in the same
language as the invoice and in the same number of copies. “(ICEX,2015, El Mercado del
Vino en Hong Kong).

Appendix 39 - Fairs in Hong Kong

Fairs- number of | Costs Link Information of the Fair
Hong visitors
Kong
Hong 19418 http://m.hktdc.com/fair/hkwinefair- http://m.hktdc.com/fair/hkwinefair-
Kong (2016) en/s/2696-For_Exhibitor/HKTDC- en/s/2765-General_Information/HKTDC-
Internation Hong-Kong-International-Wine-and- Hong-Kong-International-Wine-and-
al  Wine Spirits-Fair/Participation-Fee-&- Spirits-Fair/fairreport.html
Spirits Fair Format.html
Vinexpo 17200 no information http://tag-digital.fr/test/vinexpo/wp-
Asia- (2014) content/uploads/2017/03/VinexpoHK16
Pacific Report.pdf
ProWine 55000 http://hofex.com/be-an- http://hofex.com/prowine-asia

(2016) exhibitor/#exhibiting-cost
Restaurant | no info http://www.restaurantandbarhk.com/rb | http://www.restaurantandbarhk.com/rbhk/
& Bar hk/costs/
Hong
Kong

Source: ICEX,2015, El Mercado del Vino en Hong Kong

Appendix 40 - Fairs in South of China

Fairs - | number | Costs Information of the Fair
China of Link
visitors
China 60000 no info http://inter-
Internation | (2016) wine.expopromoter.com/en/8694/?gclid=CjsKDwjw0cXIBRCxjqnE3K3sHh
al  Wine IKAL1LezR-iGPCxBEh95GVBP5mwD-
Exhibition CmZCP1bobKYaVjulH4sEcGgJO PD_BwE#howto
and
Gangzhou
wine
Festival
Interwine no info no info http://www.interwine.org/en/
China
2011

Source: ICEX,2015, El Mercado del Vino en Hong Kong

Appendix 41 — Hong Kong Wine Magazines

Hong Kong wine
Magazines publish by E-mail Phone Site
Panpac Publishing Asia | info@panpacmedia.c | (852)252502
Wine and Dine Limited om.hk 87 no info
Drinks Buyer Asia DBAP@crier.com.h | (44)1732451 | www.drinksbuyergro
Pacific Crier Media Group Ltd | k 515 up.com
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http://m.hktdc.com/fair/hkwinefair-en/s/2696-For_Exhibitor/HKTDC-Hong-Kong-International-Wine-and-Spirits-Fair/Participation-Fee-&-Format.html
http://m.hktdc.com/fair/hkwinefair-en/s/2696-For_Exhibitor/HKTDC-Hong-Kong-International-Wine-and-Spirits-Fair/Participation-Fee-&-Format.html
http://m.hktdc.com/fair/hkwinefair-en/s/2696-For_Exhibitor/HKTDC-Hong-Kong-International-Wine-and-Spirits-Fair/Participation-Fee-&-Format.html
http://m.hktdc.com/fair/hkwinefair-en/s/2696-For_Exhibitor/HKTDC-Hong-Kong-International-Wine-and-Spirits-Fair/Participation-Fee-&-Format.html
http://m.hktdc.com/fair/hkwinefair-en/s/2696-For_Exhibitor/HKTDC-Hong-Kong-International-Wine-and-Spirits-Fair/Participation-Fee-&-Format.html
http://m.hktdc.com/fair/hkwinefair-en/s/2765-General_Information/HKTDC-Hong-Kong-International-Wine-and-Spirits-Fair/fairreport.html
http://m.hktdc.com/fair/hkwinefair-en/s/2765-General_Information/HKTDC-Hong-Kong-International-Wine-and-Spirits-Fair/fairreport.html
http://m.hktdc.com/fair/hkwinefair-en/s/2765-General_Information/HKTDC-Hong-Kong-International-Wine-and-Spirits-Fair/fairreport.html
http://m.hktdc.com/fair/hkwinefair-en/s/2765-General_Information/HKTDC-Hong-Kong-International-Wine-and-Spirits-Fair/fairreport.html
http://tag-digital.fr/test/vinexpo/wp-content/uploads/2017/03/VinexpoHK16_Report.pdf
http://tag-digital.fr/test/vinexpo/wp-content/uploads/2017/03/VinexpoHK16_Report.pdf
http://tag-digital.fr/test/vinexpo/wp-content/uploads/2017/03/VinexpoHK16_Report.pdf
http://hofex.com/be-an-exhibitor/#exhibiting-cost
http://hofex.com/be-an-exhibitor/#exhibiting-cost
http://hofex.com/prowine-asia
http://www.restaurantandbarhk.com/rbhk/costs/
http://www.restaurantandbarhk.com/rbhk/costs/
http://www.restaurantandbarhk.com/rbhk/
mailto:info@panpacmedia.com.hk
mailto:info@panpacmedia.com.hk
mailto:DBAP@crier.com.hk
mailto:DBAP@crier.com.hk
http://www.drinksbuyergroup.com/
http://www.drinksbuyergroup.com/

IPCsubs@quadrants | (440)844848
Decanter IPCMedia Itd. ubs.com 0848 www.decanter.com
N.S.Enterprise Holding (852)218682
Wine - Luxe Itd ns@wine-luxe.com 26 www.wine-luxe.com
Source: ICEX,2015, El Mercado del Vino en Hong Kong
Appendix 42 - Incremental Cash Flow Analysis

2017 2018 2019 2020 2021
Number of bottles 15000 15000 15000 30000
Investment -18610 -3600 15914 17505
Revenues(€) 232500 232500 232500 465000
COGS 133687.5 133687.5 133687.5 267375
Gross margin -18610 98812.5 98812.5 98812.5 197625
Marketing costs 18600 18600 18600 37200
Shipping costs 7500 7500 7500 15000
EBITDA -18610 69112.5 72712.5 72712.5 145425
tax 0 14513.625 15269.625 15269.625 30539.25
Net Results -18610 58198.875 57442.875 57442.875 114885.75
Cash Flow -18610 58198.875 57442.875 57442.875 114885.75
Actualized Cash Flows -18610 | 55388.99146 | 52030.00931 | 49517.96305 | 1857961.766
NPV 1,996,288.73 €

Cost of return = Rf + B * (Rm — Rf)

Explanation of the variables used to calculate the cost of equity

Abbreviation | Name Correspondent Asset Extracted from Value
Rf Risk free rate Germany 10 Y Bond Trading Economics | 0.44%
B Industry Beta | Beverages - Wine/Spirits Damodaran 113.00%
RmM Market risk rate S&P 500 Damodaran 4.54%
Cost of equity 5.07%

Source: Trading economics (2015)*, Damodaran?(2016)
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