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Australian Wine Gets Second
Chance in China

Aussie Winemakers Re-enter Transformed Chinese Market

Monday, April 15, 2024

In @ move that's stirred as much relief as it has excitement, the Australian wine

industry is toasting to good news: China has officially scrapped the towering tariffs on
imported Australian wine, which previously soared up to 218%. This decision marks a
dramatic pivot from the tension-filled days of 2020, when these tariffs were first

enacted amidst political disagreements. Now, with the tariffs lifted as of March 29,



there's a burgeoning hope among Australian vintners that they can reclaim their status

in what was once their most lucrative market.

The backstory of the tariffs is as complex as a well-aged Shiraz. It all started when
Australia called for an international inquiry into the origins of COVID-19, which did not
sit well with China. Adding to the strain was Australia's ban on Huawei's participation in
its 5G network, citing national security concerns due to the tech giant's ties with the
Chinese government. In retaliation, China accused Australia of dumping cheap wine
into its market to undercut local products—a claim unsubstantiated by evidence—and
imposed the harsh tariffs. As a result, the flourishing trade, which was valued at

approximately $790 million before the tariffs, nearly dried up.

The recent thaw in relations came after Australian Prime Minister Anthony Albanese's
state visit to China in late 2023, the first since 2016. This visit seemed to warm the
diplomatic climate sufficiently to reconsider the wine tariffs, culminating in their
removal. "The reentry of Australian bottled wine into the Chinese market will benefit
both Australian producers and Chinese consumers," Albanese said, marking a

significant moment for the industry.

While the industry celebrates, there's an acute awareness that the Chinese market of
today is not the one they left four years ago. The pandemic and subsequent economic
challenges have reshaped consumer behavior significantly. Luxurious expenditures,
including on premium wines, have been notably reduced as the government clamped

down on extravagance.

Tim Ford, CEO of Treasury Wine Estates, the powerhouse behind the success of
Penfolds in China, expressed a tempered enthusiasm. "We're excited to bring more of
our Australian luxury and premium wines back to the China market, but we're mindful it

will take time to sustainably regrow both supply and demand," he commented.

The sentiment is shared across the industry, echoing the necessity of rebuilding trust
and value. Katherine Brown of Brown Family Wine Group emphasizes the importance of
consistency and quality to re-establish 'Brand Australia.' "We have a lot of work to do to
rebuild 'Brand Australia' in this market," she stated, highlighting the need for strategic

patience and premium positioning.



A Fresh Approach to an Old Friend

Re-entering the Chinese market isn't just about reintroducing old favorites; it's about
adapting to its new contours. Mitchell Taylor of Wakefield Wines sees the premium
segment as the most promising. "We will focus quite a bit of attention on this market,

as they appreciate our finest wines," he said, planning to spotlight their top-tier wines.

Meanwhile, other industry leaders like Michelle Geber of Chateau Tanunda are
advocating for a balanced approach, emphasizing the importance of not putting all
their grapes in one basket, so to speak. "It's important for any company to make sure
we manage risk and diversify," she advised, pointing to the global strategy that

includes but is not centered exclusively on China.

As Australian winemakers navigate these refreshed waters, they are also eyeing the
vast potential of new Chinese consumers coming of age. The end of the tariffs coincides
with millions of young Chinese reaching legal drinking age, presenting a unique

opportunity to cultivate a new generation of wine lovers.

The lifting of tariffs is more than just a reversal of policy—it's a beacon of hope for the
Australian wine industry and a chance to reignite old passions with a fresh perspective.
As the Australian wine sector pours efforts into this rekindled relationship, only time will
tell how this old world wine country will fare in the new world economy of post-
pandemic China. Here's to hoping the Australian wine can once again flow freely across
Chinese tables, celebrated not just for its flavor but as a symbol of enduring friendships

and renewed connections.



