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TRAVEL RETAIL is alarmingly
susceptible to short-term catastrophes.
Anything from a BA strike to an
unforeseen Icelandic ash cloud can send
the industry into a tailspin and cause
duty free sales to nosedive. But despite
the threat of a double-dip recession, the
global travel retail sector is buoyant,
having bounced back from the
considerable losses caused by the 2008
recession, with global duty free sales up
14.8% to US$21.3bn (£12.9bn) in the first
half of 2011.

Passenger numbers are also on the rise,
up 6% on last year to a healthy five
billion global travellers a year, and, with
consumer confidence seemingly restored,
global travel retail wine and spirits sales
reached 25.4 million cases in 2010,
according to the International Wine and
Spirits Record - the highest level since
intra-EU duty free sales were abolished
in 1999. “The wine and spirits business
is the fastest-growing travel retail
category in Europe and second in the
world overall,” says Yngve Bia, president
of travel retail data specialists
Generation Research.

THE MOST IMPORTANT TRAVEL
RETAIL MARKETS ARE
UNDOUBTEDLY THE ONES THAT
ADDRESS THE ASIAN MARKET

OPPORTUNITY

This sales surge is of course relative to
the poor performances of 2008 and 2009,
but the growth is nevertheless
encouraging, with the travel retail wine
and spirits market now worth $6.5bn (up
10% on 2009), accounting for 16.6% of the
$39bn travel retail market, and just under
10% of the total wine and spirits market
by volume. Breaking it down into regions,
Europe remains out in front, raking in
$2.5bn last year, quickly followed by Asia
Pacific, with sales of $2.2bn.

So which regions are driving the
growth? Interestingly, South Korea is the
highest grossing country in the world for
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airport shopping, enjoying a 10.3%
market share, with the UK in second
place, the US in third and China in fourth.
But the market to watch is Asia Pacific,
where wine and particularly spirits sales
are booming, fuelled by an insatiable
desire for luxury goods. Asia Pacific
produced the best travel retail results of
any region in the first half of 2011,
supported by excellent performances in
South Korea, China and Hong Kong.

FACING EAST

The Far East has pushed itself to the
forefront of many drinks companies’
agendas, who are putting their money
where their strength lies and focusing
heavily on premiumisation. “The most
important travel retail markets are
undoubtedly the ones that address the
Asian market opportunity,” says Michael
Laird, of business strategy consultancy
Cognosis. “It is clear that the focus for the
foreseeable future will continue to be the
Asian consumer and it's important to
remember that they won’t necessarily be
buying in Asia.”

Steve White, marketing director of
Diageo Global Travel &
Middle East, believes the
luxury market is set for
further growth. “The luxury
consumer will develop even
more importance over the
next decade and travel retail
must express an
environment that meets the
needs of these highly
demanding shoppers. The
phenomenal growth in
China and Korea is very exciting, and the
flagship airport hubs of Shanghai, Beijing,
Hong Kong and Singapore are all
important locations for us.”

Latin America also put in a good
performance in 2010, with Brazil showing
an appetite for whisky and Cognac.
Travelling more frequently to both the US
and within Latin America, Brazilians have
been giving their credit cards a good
work out, but the success of the Americas
as a category can be attributed to sales in
the US, Canada and Mexico having
dipped considerably during the recession.
“Chivas and Absolut are thriving in
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Global travel retail wine and
spirits sales reached 25.4m cases in
2010, the highest level since intra-
EU duty free sales were abolished
in 1999.

Passenger numbers are on the rise,
up 6% on last year to a healthy five
billion global travellers a year.

All eyes are on Asia Pacific, which
has pushed itself to the forefront of
many drinks companies’ agendas,
who are focusing heavily on
premiumisation.

The Middle East is one of the key
growth regions, with Scotch
driving sales, while India, Brazil
and China will become
increasingly important markets.
US whiskey, Cognac and Tequila
are the fastest-growing spirits
categories, all of which saw
volume increases of over 20%.
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North and South America, in part due to
recent travel retail activity in these areas,”
says Antonio Suarez, trade marketing
director for Pernod Ricard Americas
Travel Retail.

According to Sandra Newman, of
Generation Research, the Middle East is
one of the key growth regions, with
Scotch whisky driving sales. “But going
forward, Asia Pacific has the best growth
prospects,” says Newman, adding:
“India and China will also become
increasingly important.” The Middle
East’s recent success has been driven by
the ambitious expansion of some of the
region’s major airports, including Dubai
and Abu Dhabi. Passenger numbers at
Dubai International Airport jumped 10%
to 4.25 million in January from a year
ago, while Al Maktoum, a second airport
for Dubeai, is due to open next year with
the capacity to accommodate 120 million
passengers a year, making it the largest
airport in the world.

Emerging travel retail markets are
proving a gold mine for Bacardi. “We've
seen excellent growth in India with the
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One of the highlights of the drinks trade calendar, the TWFA World Exhibition
swings into action at the Palais de Festivals in Cannes on 18-23 September. With 433
stands showcasing over 3,000 brands, highlights of this year’s event include a
keynote speech from Nobel Peace Prize winner Kofi Annan, a hotly anticipated Asia
Pacific workshop and a performance from James Blunt at Le Premium Evening. Key
drinks exhibitors include Bacardi GTR, Brown-Forman, Diageo, Maxxium Travel
Retail, Patr6n Spirits, Pernod Ricard, Rémy Cointreau and Moét Hennessy. Register
at www.twfa.com

The Spirits Business, sister title of the drinks business, is gearing up for its annual
Cannes party to celebrate the winners of The Travel Retail Masters and The Vodka
Masters 2011. The event will take place on Monday 19 September from 6.30-8.30pm
at The Carlton Beach Restaurant at the Hotel Carlton InterContinental. Music will be
provided by a Mariachi band and guests will have the chance to win dinner with
Miss Mexico by entering a raffle draw.
¢ To confirm your attendance call Daisy Jones, associate publisher of The Spirits
Business, on +44 (0) 20 7803 2420 or email daisy@thespiritsbusiness.com

opening of Delhi Terminal 3,” says

Travel retail: share by
Bacardi Global Travel Retail managing

product group

Luxury goods
36.0%

Tobacco goods
7.4% Fragrances &

cosmetics 30.8%

Wine & spirits
16.6% fine food 9.1%

Confectionary &

Source: Generation Research
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director Andrew Carter. “Thailand is very
buoyant in terms of passenger numbers
and we're also experiencing strong
growth in the developing markets of the
UAE and Middle East, which has partly
been driven by the high number of
Russian travellers.”

Newman predicts continued growth for
the travel retail sector in 2011, but not at

THAILAND IS VERY BUOYANT IN
TERMS OF PASSENGER
NUMBERS AND WE'RE ALSO
EXPERIENCING STRONG
GROWTH IN THE UAE AND

MIDDLE EAST

the levels of 2010. “We've already seen
good growth in the first half of this year,
as consumer confidence has returned to
travel retail, but the fear of a double-dip
recession might affect things, we'll have to
wait and see.” Global volumes rose by
10.4% last year, with spirits volumes
growing by 13% and wine showing an
encouraging 3.7% growth. The established
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Soaring success: Hong Kong Airport

European market grew by 5.9%, while the
emerging markets of the Americas, Africa
and the Middle East and Asia Pacific all
recorded double-digit growth, with the
Anmericas leading the charge, up an
impressive 18.6% on last year.

In terms of supplier success, Diageo and
Pernod Ricard continue to enjoy a
monopoly of the market, with the former
accounting for 17.7% of wine and spirits
sales and the latter shortly behind with a
16.9% stake. With brands like the super-
premium Grey Goose and super-popular
Bombay Sapphire, Bacardi is also
enjoying strong sales, with MAT volume
growth up 15%. “We are seeing strong
growth in the more mature travel retail
markets across Europe and the Americas,
complemented by very strong growth in
developing markets within Asia and Latin
America,” says Carter.

US whiskey, Cognac and
Tequila proved the fastest-
growing spirits categories,
all of which saw volume
increases of over 20%, while
Scotch maintained its
stronghold over the market,
retaining its number one
position in terms of global
volume sales, with vodka in
second place and Cognac in
third. Johnnie Walker kept
its crown as the number one global travel
retail brand, followed by Absolut in
second and Chivas in third. So what is
fuelling this growth? According to
Generation Research, growth in drinks
sales has been driven by improving
trends in the entire wine and spirits
sector, as well as travellers trading up to
buy more premium products.
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Some stand-out travel retail initiatives
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This May, the BA Club Lounge in Terminal 5 played host to a pop-up World Class
Bar, where mixologists were on hand to make complimentary cocktails focusing
on Diageo’s Reserve Collection brands, including Tanqueray No10, Johnnie
Walker Gold Label and Ron Zacapa. The bar also hosted a series of cocktail
masterclasses with brand ambassadors and Erik Lorincz, winner of the Diageo
World Class 2010 Bartender of the Year.

In January, Bacardi Global Travel Retail launched a bespoke bottle of Bombay
Sapphire containing over 10,000 Swarovski crystals exclusively in Terminal 1 of
Sydney Airport in collaboration with The Nuance Group. Made up of aqua
marine, jet and topaz crystals glued on by hand, and priced at AU$4,000 (£2,560),
only four bottles went on sale.

In August, Perrier-Jouét chose World Duty Free specialist wine store Wine
Collection - Rare & Vintage, in Heathrow Terminal 5, as the launch pad for Bi-
Centenaire, comprising a pair of magnums of Belle Epoque 1998 encased in a
white resin diptych sculpture designed by American artist Daniel Arsham in
honour of the Champagne house’s 200th anniversary. With an RRP of £10,000,
only 100 pairs have been released, and T5 is home to two of them.

This month, Italian sparkling wine brand Follador is launching its premium range
of Prosecco Valdobbiadene wines into travel retail with the aim of creating a new
premium gifting category for Prosecco within travel retail. “Travel retail presents
us with the perfect shop window to establish our brand internationally,” says

marketing director Cristina Follador.

UNIQUE SELLING OPPORTUNITY

The travel retail market is unique, existing

in its own bubble and having the
potential to defy the trade patterns of the

TRAVEL RETAIL SHOPPERS HAVE
AN INFLATED SENSE OF
IMPORTANCE AND THEIR
BEHAVIOUR DIFFERS
ENORMOUSLY FROM THAT IN
THEIR USUAL ENVIRONMENT

domestic market. It serves some of the
world’s most affluent and discerning
travellers, who are captive for a
determined period of time, making the
space fertile for frittering away hard-
earned cash. “Travel retail shoppers have
an inflated sense of importance and their
behaviour differs enormously from that in
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their usual domestic environment. They
have a higher proportion of money and
time than usual,” says Cognosis’s Laird.

Business travellers are strong
trendsetters in terms of the
consumption of branded
products, making the travel
retail sphere a golden goose
for drinks companies and an
ideal space to showcase
brands and develop
exclusive offerings, but they
have to get their offerings
right. “Travel retail is one of
the most important
engagement opportunities
for prestige offers, providing
a suitable testing ground for a brand’s
latest innovation prior to domestic
launch,” says Laird. “But many brands
fail to engage with potential consumers
and end up ‘used’ by travel retail.”

A window to the world for international
brands, travel retail offers a sophisticated
shopping experience - T5 in Heathrow is
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London Heathrow’s World Class Bar

more like a luxury shopping mall than an
airport terminal. A strong commitment to
travel retail requires heavy investment,
but it’s an auspicious opportunity for
brand building and provides excellent
exposure. Diageo has succeeded where
others have failed due to its continued
investment in and commitment to the
sector. “Throughout the global downturn
we have continued to invest strongly
behind our portfolio and maintained our
emphasis on product innovation,” says
marketing director of Diageo GTME,
Steve White. Size is proving a successful
way to innovate: “In Europe and the
Middle East we're seeing real success
with a trial on smaller-size bottles of our
most popular brands that enable
shoppers to take their favourite drinks on
holiday as an alternative to the minibar,”
says White.

Flexibility is key, as is paying careful
attention to distribution channels and
cultivating the right image. It's not just
being seen that’s important, it's where
your brand is seen. According to Laird, it
is fundamental for any luxury spirit brand
with global aspirations to be in the very
small number of prestige travel retail shop
windows around the world. “Brands need
to make a clear distinction between travel
retail locations,” Laird says, adding,
“some have brand building potential,
while others are purely volume driving.”

DRAMATIC LICENCE

A sense of theatre is imperative to
successful global travel retail offerings -
presenting the shopper with the right
experience is crucial. Tasting bars are
proving a popular way of introducing
consumers to new brands and persuading »
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Population in survey

All Chinese upper middle class imported wine drinkers

Russian imported wine drinkers
Regular wine drinkers
Regular wine drinkers
Regular wine drinkers
Regular wine drinkers
Regular wine drinkers
Regular wine drinkers
Regular wine drinkers
Regular wine drinkers
Regular wine drinkers

Global travel retail: shoppers in past six months

Country Proportion surveyed
who use duty
free/tax free
channel

China 49%

Russian 37%

Sweden 15%

Finland 1%

UK 10%

Denmark 5%

Australia 4%

Switzerland 4%

Germany 3%

Netherlands 3%

us 2%

Source: Wine Intelligence

Number Date of
of survey Vinitrac Survey
participants

567 Mar 2011
1,032 Feb 2011
1,003 Jan 2011
1,024 Jan 2011
1,024 Jul 2011
1,019 Jan 2011
1,025 Oct 2010
507 Mar 2011
1,001 Mar 2011
1,005 Mar 2011
2,047 Mar 2011

them to trade up, as are special editions
and gift packs, described by Laird as
“part of the theatre of engagement”, who
cites Mogt Hennessy as the global leader
in the field. “They treat gift packs in the
same way other companies treat above-
the-line investment. These help to build
the premium status and customers are
more likely to purchase, as their mindset
is predisposed to buying gifts.”

WHILE AN IMPORTANT
ELEMENT OF THE OFFER, PRICE
IS NOT THE KEY PURCHASE
DRIVER FOR MOST SHOPPERS

World Duty Free buyer Karen Sharples
agrees: “Exclusives are a key driver of
premiumisation. We actively work with
suppliers on the development of
premium World Duty Free exclusives and
regularly range a series of limited editions
with the major Cognac houses and
leading whisky distillers.” The 84-strong
travel retail chain is enjoying growth
across both wines and spirits, with VSOP
and XO driving the Cognac category and
malt whisky commanding 25% of total
spirits sales. “Growth is still apparent
within vodka and rum, where product
innovation is very active,” says Sharples.
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The average transaction spend has also
increased significantly over the past year.

VALUE FOR MONEY
As with any product, customers are
influenced by attractive, practical or
unusual packaging, which plays a part in
stimulating purchase and retailers are
getting more creative with their offerings
in order to deliver a memorable shopping
experience. But as important
as theatre and presentation
are, value remains
paramount for the travel
retail consumer. Suppliers
need to keep a tight control
on their cost base and focus
on value. “Value for money
is a key part of the mix and
we always aim to offer value
versus the local market,”
says Sharples. Diageo’s White agrees, but
believes innovation to be equally, if not
more, important: “Promotions remain a
valuable tool in certain market situations
but while an important element of the
offer, price is not the key purchase driver
for most shoppers. Innovation and
investment in product development and
the creation of exciting in-store
presentations are far more likely to
engage and engender loyalty than a
simple focus on value alone.”

But what of wine, the sleeping giant of
travel retail? In the past, the category has
underperformed in this sector, but it is

A

High flier: Dubai Airport’s Le Clos

now seeing growth, with still light wines
posting a 2.3% increase in volumes. Light
aperitif and sparkling wines are the
fastest-growing categories, with Spanish
wine giant Torres the fastest-growing still
light wine and Martini the biggest
growing light aperitif brand, boosted by
the launch of Martini Gold, produced in
partnership with Italian design duo
Dolce & Gabbana, and strong growth in
major markets such as Russia.
Champagne brands Moét et Chandon
and Veuve Cliquot returned to growth
this year after the dark days of the
recession, while Pernod Ricard-owned
GH Mumm and Perrier-Jouét also
enjoyed significant growth, along with
Champagne Lanson.

Fine wine sales haven’t grown as
quickly as they should, as less time and
effort is being spent on pushing the
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