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Alcoholic Products and Cigarette

Alcoholic drink

In year 1997, the output of liquor drinks in China increased continuously with over 8 million tons hard
Liquor and 1.866 millions beer. It maintained a growth momentum of 10% and had ranked the second place of

the world for the fourth time. The output of wine be further developed after the prosperous 1996.

This year, the characteristics of liquor market will be: The sales of hard Liquor and market share of all
liquor will continnously decline; the output of beer will increase again, but its speed will slow down, and the
proportion of higher grade beer with good quality will have a rise; the overall tendency of wine will still be
optimistic, especially represented by white-dry, red-dry and pink-dry wine; the occupation of yellow rice wine
will be quite small in liquor market, and since some area factors, only some products of famous brand are
welcomed by consumers in market, and it will be a key year to subsidize the good and eliminate the bad. The
sales of brandy and whisky will go on to decrease since not getting free from difficulties; the situation of
health care wine will turn better, and the market will be purified, because the Ministry of Hygiene will

reconfirm the function of health care wine.

According to people’s consuming habit, there are four trends in the sales of liquor: mild, good quality,

popularizing and nutrient.

Drinking liquor is a major trade of Chinese food industry. The guide principle delivered by country
“good quality with low costs and more varieties " is to solve the long-existing structural problem, and together
with four types of transformation: from cereal liquor to fruit liquor; from strong liquor to mild liquor; from
distilled liquor to fermented liquor; from normal liquor to high quality liquor. And thus can enable the
structure of drinking liquor trade will be adjusted including diversify varieties and the scale-group of the

structure of the enterprises.
Beer

At present, there have been more than 700 enterprises producing beer in our country, but most of them are

small factories with annual output below 4000 tons. Only 61 factories can surpass 500 tons in annual output
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and merely 24 enterprises can produce over 0.1 million tons each year. When entering 1990s, the beer trade of
China experienced an extraordinary development with total output of 1.866 million tons in 1997, keeping a
10% increése rate for four years, which was 12.8% more than the previous year and 10.3% higher than the
increase rate for four years, which was 12.8% more than the previous year and 10.3% higher than the increase
rate of Hard Liquor . Among the top 20 enterprises of 1997, there were 12 had their output reached 0.2 million

tons, which were two enterprises more than the last year. The output of the 20 enterprises rose 10.9% ,

representing 26.1% of the country’s total output.

of the output of Chinese beer in 1997.

eijing Yanjing Beer Group company 733468
2 Tsing Tao Beer Group Limited company 414767
3 Guangzhou Zhujiang Beer Group company v 350541
4 Shenyang Chinese Resource Snowflower Beer Limited company 297167
5 Chongqing Beer Limited Liability company 272404
6 Henan Golden star Beer Group Limited company 268610
7 Haerbin Beer Limited company 252931
8 Wuhan Europe-allied East & West Lake Beer Limited company 247111
9 Qian Beer Group Limited Liability company 235365
10 Xuanhua Zhonglou Beer Group Limited company 229423

Source: State Statistical Bureau

The present beer trade of China has an overall outcome of three major patterns: The first is state- owned
large enterprises, e.g. Yanjing Beer Group, TsingTao Beer Limited company, Zhujiang Beer Group, etc. They
control the major consuming area and cities; the second is the joint ventures, which was purchased by large
groﬁps. Although its ability of production and sales cannot catch up with large enterprises, the owned powerful

. backing of big funds, and they look good in their surrounding market with hopeful prospect, and most of them
are joint ventures. Amid the over 700 beer enterprises, 7% are foreign investment enterprises in large scale.
Among those 61 enterprises surpassing annual output of 0.1 million tons, 50 or more are cooperating with

foreign enterprises, and their market share is more than 25%. The following table can show it more specified:

Market share of each brand in 1997.

Market share %

Sales share %

Market coverage

Source: Business Information Center of Ministry of Internal Trade.

People begin to pay more and more attention to the “up and down tendency” in beer market, i.e. the
increase of the output and the decrease of the number of enterprises. The beer trade develop to intensive scale

operation pattern: export increases, while cheap beer decreases, and enterprises transform themselves from the
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pattern of manufacture operation to capital operation; foreign beer increases while the number of brand

decreases; and the market is divided by famous brand.

Accompanied with the increase of income level, the beer consumption has eliminated the differences
between off seasons and peak period. Beer consumption of Chinese people has entered a delightful stage: the
consuming variety diversifies. Technically, there are ripe beer, raw beer, pure raw beer and beer of fruit flavor;
from the content of alcohol, there are 12% » 11%, 10%, 7%; on package,‘ there are bottle package ,tin package
and barrel package. Second, consuming objects are enlarging day by day. Beer is not only the “liquid bread ”
for urban citizens, but also has multiplied sales in good conditional rural area, and the number of women who
drink beer increases at a rate around 15%. Third, the formation of new consumption pattern: among national
brand beer (except Tsing Tao, Five Star that are sold well in national market), those regional famous beer has
formed its own market and gained advantages in certain area. Fourth, self- brewed beer are gradually accepted

by those city people with higher income and consumption level.

Although the output of Chinese beer has a fast increasing speed that surpasses any other country of the
world, the consumption level of per capita people is far below the world level. In China, amctmg the 400 million
people that have consuming ability and consuming demand, the consumption amount per capita people is 12
liter/ year, while the same index is 138.3 liter/year in Germany, and 159.6 liter /year in Czechoslovakia which
is the highest of the world. In addition, there is a big potential market about several hundred million people,
and the market in off-seasons can also be developed. Therefore, it is no doubt that China has a big potential

beer market.

Hard Liquor

Hard Liquor is always the main part of Chinese liquor consumption. In 1997, the output of hard Liquor
was beyond 8 billion tons in China, a rounding 2.5% increase over 1996. By the end of the last year there were
altogether 45 thousand enterprises that produced hard Liquor in China. Facing the market situation of supply -
sharply exceeding demand, the whole trade walked with difficulties except several famous brand product, e.g.
Moutai, Wuliangye still maintains good momentum. Many enterprises have phenomenon of sales and profits
declining in different degree. The total market share of hard Liquor is decreasing at a rate of 10%. The Chuan
liquor developed quite good in last year with annual output of 1.22 million tons. Six enterprises- Wuliangye,
Luzhoulaojiao, Quanxingdaqu, Jiannanchun, Langjiu and Tuopaidaqu- had a 36 thousand tons’ output of
famous liquor, and total output of hard Liquor was 0.34 million tons with profits before tax 3.168 billion RMB,
and the net profits was 1.804 billion RMB.

There are five types of flavors in hard Liquor: rich aroma, sauce aroma, faint aroma and sesame aroma.
As the improvement in people’s living standard, consumers like mild hard Liquor that is tasty and can benefit
health, meanwhile, the stronger spirit is ignored day by day. The consumption of hard Liquor in China
converted into mild type from 1980, so the total sales volume increases year by year. In the present hard Liquor
industry. strong liquor (more than 50% alcohol) occupies 20%, moderate liquor (40% -50% alcohol) possesses
40% , and mild liquor (below 40% alcohol) takes 40% of market. The tendency of production and sales is: the

decrease of strong hard Liquor output and the increase of mild hard Liquor output.
948
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Table 3: Market situation of hard Liquor in 1997

Moutai 15 el
Wuliangye 12.8 10.0 14.7
Jiannanchun 10.4 10.0 10.6
Gujinggong 8.5 7.9 8.9
Langjiu 5.8 4.1 7.0
Luzhoulaojiao 5.7 5.2 6.0
Red star Erguotou 5.4 8.1 3.6
Taishan Tequ 4.2 10.1 0.2
Tippler spirit 2.7 2.8 2.7
Quanxing Daqu 2.5 2.2 2.7
Others 27.8 27.6 27.9

Source: Business Information Center of Ministry of Internal Trade.

The development of hard Liquor is limited by policy, and smashed by the rapid growth of wine and beer.
From the overall arrangement to this industry, the state government is preparing to carry franchisee to
eliminate the dirty, disorder and loose situation in hard Liquor manufacture, and to insure the liquor-brew
quality and tax from the industry. In addition, the country is against the higk/ler consumption of grain and rice

in brew industry, and advocates the development of fruit wine. Yellow rice liquor instead of hard Liquor.

It is predicted that the sales will be in low level, and the proportion of hard Liquor in liquor drinks market
will continuously decline, because the government control in consumption by public expeflse; the changing
flavor of people, e.g. young people pursue new varieties; the change of concept cause the decrease of buying
liquor as a gift, and those famous brand have high price level or increase price frequently; the hard Liquor

production exceeds sales.

Wine

¥

The present wine output of the world is about 2.5 million tons. In recent years , there are more and more
people in China drink wine as the improvement in people’s quality and drinking habits. The output of wine in
China rose to 200 thousand tons in 1995 from the less than 200 tons in 1949, while the output reached 450.
thousand tons in 1997. According to the astonishing custom statistics, China imported 21.9108 million liter
wine, representing an increase of 1406.8% over the previous year; and imported pure grape nectar 4.0004

million liter to brew wine which increased 1251.5% over the last year.

Thus, the big market gap caused by the representative “red-dry” wine attraction since the second half year
of 1996 has been filled up. The market situation is: a general balance between s{lpplies and demand; nationally
produced wine is inefficient, while the imported wine has surplus. The wine consumption has changed its
original “chasing fashion” purpose, and begins to concentrate on rational consumption, especially on brand,

flavor and quality. The market enters a steady developing period.

There are more than 300 enterprises that produce wine in China. Some hard Liquor enterprises begin to
produce wine. Three national brand-Changyu, Great Wall and Dynasty-occupy most of the market. Changyu is
a wine brew company with a long history. Its “Luminous Cup” , Chinese red, Chinese white, Harvest stored

wine fermented with osmanthus flowers, and “Tonghua” series possess a position in inland and overseas
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market; The Great Wall grape wine limited company has got the National Golden Prize for 5 times, and last
year, it gained a sales revenue of 0.45 billion RMB, profits before tax about 0.147 billion RMB, which is 1.9
times more than that of 1996; The output of Dynasty wine in 1997 reached 16 thousand tons, and realized over

0.2 billion RMB profits before tax. The situation of fruit wine industry in 1997 is shown below:

Nation Fruit Wine Industry Situation in 1997

[148.99

H Changyu
H|19.35 B Great Wall
O Dynasty
Others

015.57 1609

Source: Business Information Center of Ministry of Internal Trade.

At present, the annual wine consumption per capita people of the world is 6 liter, and it reaches 70 liter in ~
European and American developed countries, while the consumption amount is only 0.3 liter per capita people
every year in China, which only equals to 2.85% of the average world level. It thus also brings potential

demand of wine in China.

Cigarette

In 1997, from January to August, the national output of cigarette was 22,375,000 boxes, 1.3% lower than the same
period of 1996. The wholesale of cigarette was 21,838,000 boxes, 1.5% l.ower than the same period of 1996; in which ,
the internal sales volume was 21,703,000 boxes, nearly the same as the same period of 1996 ( 21,766,000 boxes); the
-export volume was 135,000 boxes, 68.5% lower than the same period of 1996. At the end of August, the total industrial .
and commercial stock was 2,994,000 boxes; in which, industrial stock was 439,000 boxes while commercial stock was
2,555,000 boxes. In 1997,the production and marketing of cigarette was 33,780,000 boxes, in which the internal
volume was 33,450,000 boxes while the export volume was 330,000 boxes.

From August to September1996, the retail prices of some high grade cigarette had kept decreasing. In August
1997,most of the prices of the high-grade cigarette began to rise again. According to the information from Chinese
cigarette wholesale market, in January -~ August, 1997, the retail prices of Zhonghua and Peony of soft box and
Shuangxi of hard box that made in Shanghai risen comparing with the annual price was stable rise. The prices of *
Honghe, Santa, Special Hudiequan, Special Guihua and Yunnan Shilin rised, while the prices of other brands all
dropped, Yunyan of hard box, Hongtashan of soft box and A Shi ma of hard box had a descend rate of more than 10%.

The trend of prices of famous cigarette made in Hunan was stable.

Surveys from cigarette wholesale market showed than in the middle and low grade cigarette, there were thirteen
kmds of cigarette whose retail prices were under 30 RMB per bar . The prices of nine kinds of cigarette risen

comparing with that of the previous year, while the prices of four kinds of cigarette dfopped. In general, the range of
950
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price rising was larger than that of price dropping. The price was stably rising, and the market condition of middle and
low-grade cigarette was fairly good.

Table 4: The situation of production and
marketing and stock of cigarette, January ~ August,1998

Unit: ten-thousand boxes, (%)

The first type 206.7 | 174.1 18.7 . 3 | 245 66.6 57.7 15.4
The first type 318.2 | 287.3 10.8 272.6 245.8 10.9 52.6 4.5 26.8
The first type 900.1 | 886.9 1.5 848 766.5 10.6 96.6 86.9 11.2
The first type 698.0 | 751.3 71 | 3853 451.6 -21.3 36.2 42.4 -14.8
The first type 114.6 | 1665 -31.2 18.8 72.0 -73.9 3.6 5.7 -36.4
Filter-tipped 2147.6| 21107 1.7 17011 | 16055 6.0 242.7 219.7 105
cigarette

Note : The VAT ( value -added tax) of the first type of cigarette is 7,500 RMB and more than 7,500 RMB per box;
the VAT of the second type of cigarette is 5,000-7,000 RMB per box; the VAT of the third type of cigarette is
2,500 ~ 5,000RMB per box; the VAT of the forth type of cigarette is 1,250 ~ 2,500 RMB per box; the VAT of the
fifth type of cigarette is less than 1,250 RMB per box.. The price of production is producer price, the price of
internal marketing is wholesale and retail price; the price of commercial stock is commercial buyer price.

Source of information : National Information Center

Limited by the plan, in 1997, the output of cigarette made in Yunnan was less than that of 1996. It was estimated
that in the left months of 1997,the prices of cigarette made in Yunnan would be stable, and without dropping by a
margin. Since the produce of high grade cigarette was in creasing all over the country, the market competition of high
grade cigarette would be more and more fiercely, and price rising by a big margin would not take place.
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KKI§ daily
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1-2 % FfiEHEE/ Ranking of the Most Frequently Used Brands

=

#= Yanjing
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2 FE Five Star 1.8
3 JE3R Beijing 1.4
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5 E /7 Heineken 0.4
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Groups

#24 Sample 736 #XIE Yanjing( 92.8) ¥ [} Tsing Tao(1.8) 3t Beijing(1.4)
FE Five Star(1.8)
B Male 423 #3 Yanjing( 93.6) FE Five Star(1.9) 3 Tsing Tao(1.7)
16~24 % Age 57 #%E Yanjing( 89.5) F B Five Star(3.5) B Bl Budweiser(1.8)
#  Tsing Tao(1.8)
4 71 San Miguel(1.8)
# /1 Heineken(1.8)
25~34 % Age 133 FKE Yanjing( 96.2) F E Five Star(1.5) 1t Beijing(0.8)
58 Beck’s(0.8)
5 Tsing Tao(0.8)
35~44 %5 Age 122 F% R Yanjing( 94.3) F E Five Star(2.5) B B Budweiser(0.8)
4t 3 Beijing(0.8)
A H/EFiR R Asahi(0.8)
# [ Tsing Tao(0.8)
45~54 % Age 74 #% 5 Yanjing( 89.2) #H B Tsing Tao(5.4) B Bl Budweiser(1.4)
4t Beijing(1.4)
FBh# Tiger(1.4)
4T B Red Star(1.4)
55~60 % Age 37 F% 3 Yanjing( 97.3) F B Five Star(2.7)
i Female 313 %3 Yanjing( 91.7) 1t Beijing(2.2) £ Tsing Tao(1.9)
16~24 % Age 35 F% X Yanjing( 80.0) 1t 3= Beijing(5.7) ‘B B Budweiser(2.9)
BAB/EFR R Asahi(2.9)
B Tsing Tao(2.9)
T E Five Star(2.9)
E 77 Heineken(2.9)
25~34 % Age 98 #% 5 Yanjing( 91.8) #F B Tsing Tao(3.1) 1t 3 Beijing(1.0)
4 77 San Miguel(1.0)
FE Five Star(1.0)
E 71 Heineken(1.0)
35~44 % Age 95 #&I Yanjing( 93.7) F 2 Five Star(3.2) 1t Beijing(1.1)
%7 Blue Ribbon(1.1)
5 Tsing Tao(1.1)
45~54 % Age 63 F%E Yanjing( 93.7) Jb 3 Beijing(3.2) 13 Beck’s(1.6)
#H B Tsing Tao(1.6)
55~60 % Age 22 #&HF Yanjing( 95.5) JE 7 Beijing(4.5)
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1 #F Yanjing 81.0
2 # & Tsing Tao 4.5
3 F E Five Star ' 30 3.0
4 43T Beijing 18 1.8
5 BB Budweiser 8 0.8
5 T3 Beck’s 8 0.8
6 B5#7 Blue Ribbon 7 0.7
7 E 71 Heineken 5 0.5
7 % 114 Carlsberg 5 0.5
8 4 41 San Miguel 4 0.4

n=991

1-5 HA, BUEERE. “UEFRERE=/BELBWIHLLE) Purchasing in the Last Three Months by the Whole Sample,

Age and Gender Groups

75 Sample 74.1 25,9
Bi% Male 493 82.6 17.4
16~24 % Age 78 66.7 33.3
25~34 % Age 1561 84.1 15.9
35~44 % Age 140 85.7 14.3
45~54 % Age 83 88.0 12.0
55~60 % Age 41 85.4 14.6
% Female 498 65.7 34.3
16~24 % Age 88 39.8 60.2
25~34 % Age 140 73.6 26.4
35~44 %5 Age 138 71.7 26.3
45~54 % Age 89 70.8 20.2
55~60 % Age 43 62.8 37.2

1-6 #&, BMEERE. TUEERERIE=/ ARtk A%/ Frequencies of Consuming Beer in the Last Three Months by the
Whole Sample, Age and Gender Groups

.

B Male 493 19.3 26.8 22.1 11.4 6.5 14.0
16~24 % Age 78 7.7 179 19.2 141 14.1 269
25~34 % Age 1561 16.6 33.1 299 11.9 4.6 159
35~44 % Age 140 250 27.9 229 7.9 4.3 12.1
45~54 % Age 83 20.5 27.7 24 9.6 7.2 10.8
55~60 % Age 41 29.3 14.6 220 19.5 4.9 9.8

%t Female 498 11.0 14.7 12.9 11.4 129 37.1
16~24 %5 Age 88 2:3 4.5 8.0 9.1 16.9 60.2
25~34 % Age 140 | 9.3 20.7 14.3 12:1 13.6 30.0
35~44 & Age 138 13.8 156.9 15.9 13.8 9.4 31.2
45~54 % Age 89 16.9 16.7 13.5 12.4 12.4 29.2
55~60 % Age 43 14,0 9.3 7.0 4.7 16.3 48.8
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117 #¥&, BEESERE. THZEWERNRES]H/ Brand Habit in Consuming Beer by the Whole Sample, Age and Gender

Groups

#7 Sample 737 79.1

B4 Male 424 79.0 16.3 4.7
16~24 & Age 57 64.9 263 8.8
25~34 % Age 133 79.7 17.3 3.0
35~44 % Age 123 82.1 15.4 2.4
45~54 % Age 74 85.1 10.8 4.1
55~60 % Age 37 75.7 10.8 13.5

i Female 313 79.2 17.3 3.5
16~24 % Age 35 68.6 257 5.7
25~34 % Age 98 76.5 204 3.1
35~44 & Age 95 81.1 13.7 5.3
45~54 % Age 63 84.1 143 1.6
55~60 & Age 22 86.4 13.6 0.0

1-8 %E#FiZ% 2 1 A% B E 3/ Ranking of the Considerations in Purchasing
& ZEASEE, AitE S8 100% (Multiple answers )

1 CIBESF pleasant taste 445
2 #Mi&3E P reasonable price 334
3 B ZHIFEF famous brand ) 322
4 T A5 {8 easy to buy 178
5 47 HH#A date of production 167
6 B R BT 3118 out of habit 102
7 4 7= place of production 4]
8 B (% Y offered by the working unit 29
9 T4 %N influence of advertising 17
10 #I A %H9 given by other people 14
il AR A #FE introduction of friends 13
12 B R B & with preferential terms 6
13 35| A appealing package 3
13 £ 4% 5 /1 48 introduced by the shop assistants 3

n=737

19 #E, BEEEEHRE. THESFRERE AN EER/ Package Types of the Consumed Beer by the Whole Sample, Age and

Gender Groups

#75 Sample

i Male 424 84.0 15.3 0.7 0.0
16~24 % Age 57 75.4 246 0.0 0.0
25~34 % Age 133 87.2 1.3 1.5 0.0
35-44 % Age 123 87.8 122 0.0 0.0
45-54 % Age 74 78.4 20.3 1.4 0.0
55~60 % Age 37 83.8 16.2 0.0 0.0

i Female 313 81.2 18.5 0.3 0.0
16~24 % Age 35 80.0 20.0 0.0 0.0
25-34 % Age 98 84.7 14.3 1.0 0.0
35-44 % Age 95 78.9 21.1 0.0 0.0
45~54 % Age 63 81.0 19.0 0.0 0.0
55~60 % Age 22 77.3 22.7 0.0 0.0
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1-10 #AE, BESERE. TUSERES E AN OB/ The Taste of the Consumed Beer by the Whole Sample, Age and Gender

Groups

f#2x Sample 5.0 0.0
B4 Male 424 94.3 5.7 0.0
16~24 % Age 57 93.0 7.0 0.0
25~34 % Age 133 97.0 3.0 0.0
35~44 % Age 123 93.5 6.5 0.0
45~54 % Age 74 97.3 2.7 0.0
55~60 & Age 37 83.8 162 0.0
%#% Female 313 95.8 4.2 0.0
16~24 5 Age 35 97.1 259 0.0
25~34 % Age 98 98.0 2.0 0.0
35~44 % Age 95 94.7 5.3 0.0
45~54 % Age 63 93.7 6.3 0.0
55~60 & Age 22 95.5 4.5 0.0

1-11 #AE, BEMEERE. T HEERERE R ANHS/ Settings of Consumption by the Whole Sample, Age and Gender Groups
i FEAZEE, SiHES LB 100% (M

. ‘

ultiple answers )
T i

7 Sample 737 68.4

5% Male 424 6.4 71.9 46.5 3.1 4.0 0.5
16~24 % Age 57 3.5 54.4 64.9 8.8 1.8 0.0
25~34 % Age 133 4.5 70.7 51.9 3.8 3.0 0.0
35~44 % Age 123 10.6 78.9 37.4 0.8 4.9 0.0
45~54 % Age 74 5.4 78.4 35.1 2,7 5.4 1.4
55~60 % Age 37 5.4 67.6 51.4 0.0 5.4 2.7

Zt Female 313 4.8 63.6 52.7 3.5 4.2 0.0
16~24 % Age 35 0.0 42.9 60.0 8.6 5.7 0.0
25~34 % Age 98 6.1 64.3 49.0 70 <o 46N 0.0
35~44 % Age 95 4.2 65.3 58.9 A 4.2 0.0
45~54 % Age 63 6.3 69.8 47.6 0.0 1.6 0.0
55~60 % Age 22 4.5 68.2 45.5 0.0 0.0 0.0

1-12 EEH¥%#E A 0475/ Demographics of the Heavy Consumers

4 Sample 9.1 32.0

B¢ Male 336 10.4 32.1 31.5 17.9 8.0
R KB daily 95 6.3 263 36.8 17.9 12.6
—RE 3 &kHUE 132 10.6 37.9 29.5 17.4 4,5
3 times or over a week

—B 1 REs 109 13.8 30.3 29.4 18.3 8.3
once a week .

%1% Female 192 6.8 32.3 32.8 21.4 6.8
KK daily 55 3.6 23.6 34.5 27.3 10.9
—R& 3 &% 73 6.5 39.7 30.1 19.2 8.5
3 times or over a week

—B1xEL 64 10.9 31.3 34.4 18.8 4.7
once a week

1-13 AEiH%EEE % & The Most Frequently Used Brands by Market Segments

1-13-1 Bt THE4R/ Fads Popular Index
T ——— =

# [ Tsing Tao(1.8) 43T Beijing(1.4)

FE Five Star(1.8)

#2k Sample #3T Yanjing( 92.7)

FELAEFIER #%R Yanjing( 94.0) F £ Five Star(2.0) JE3 Beijing(1.5)
simple living orientation
K& RITIEm T Yanjing( 91.2) & B Tsing Tao(2.7) F £ Five Star(1.5)

fashion orientation
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