
Vineyard
Finance 
plus:

What We Know About Smoke Taint 

Pre-Harvest Cellar Preparation 
Check List 

Winemakers Discuss Practical 
Experiences with Yeast

WINE BUSINESS MONTHLY
 June 2018 • $5.95 The Industry’s Leading Publication for Wineries and Growers www.winebusiness.com



86 June 2018 WBM

technology & business

L
ooking to  purchase  pr ime vineyard property today at a price 
that has a reasonable expectation of a good return? Bankers are 
flush with the funds to lend, but between the exorbitantly priced 

and limited real estate in Napa and Sonoma counties and the regulatory 
hurdles for planting or replanting there, buyers are finding financial attrac-
tiveness of equally prime vineyard investments in other appellations to the 
north and south.

Evidence of the veritable Gold Rush for existing vineyards and avail-
able land for new planting in the Northwest is manifest with the recent 
openings of new branch offices of investment banks and M&A advisory 
firms in Portland, Oregon. Silicon Valley Bank (SVB) and Zepponi & 
Company, both with long-standing roots in Northern California, opened 
shop in Portland to handle the increased business they were experiencing 
with vineyard and winery acquisitions in the Northwest. They bring new 
competition to Northwest market leader, Metis, an Exvere mergers and 
acquisitions company, which has offices not only in Portland but Seattle 
and Walla Walla, Washington.

The Domino Effect of Vineyard Pricing: 
It All Starts with the Consumer
“Vineyard pricing? It’s all about what the consumer wants, inevitably,” said 
Rob McMillan, EVP and founder of Silicon Valley Bank. “I would say that 
economically, vineyards reached their peak. But practically, they haven’t, so 
let me explain the difference: The prices are going up, so that’s just a fact. 
And they’re still going up. I predict in the banks’ State of the Industry report 
that we should see some flattening, and I still believe we should see some 
flattening. Land prices are related to grape prices which, in turn, are related 
to bottle prices. Bottle prices aren’t going up, but instead consumers are 
buying higher-priced wine.”

McMillan explained, “The quality of wines that are produced at $9 and 
below has fallen out of favor with the consumer as they move up to high-
er-quality wines, so you see the grabbing up of vines in places that would 
typically have produced wines at those price points. By the same token, you 

Vineyard Lending: 
Flush with Cash, Banks See Some 
Plateauing of High Vineyard Prices
As the record prices for Napa and Sonoma vineyards limit sales to all but the most well-
funded principals, M&A advisors and bank loan officers tell WBM they are seeing increased 
demand for vineyard investments for premium grape-growing property in California’s 
Central Coast, Oregon and eastern Washington—where prices are still reasonable. 
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see that move now to places that can produce higher-quality wines that will 
handle a little higher prices as well.”

Jason Hinde, senior relationship manager at Exchange Bank, added: “From 
my standpoint and the calls that I’ve received, the vineyard buyers are a lot of 
wineries that want to basically have more control over their grape supply, and 
that’s been going on for many years. On the other hand, most of my investor 
clients have not been buying vineyard properties for the last couple years just 
because of the amount of money they would have to put into it to be able to get 
reasonable cash flow and get an acceptable rate of return on it. So I don’t think 
we ever know if we’re at the peak or not, but I think prices are higher than they 
have been maybe ever or for quite a long time.”

Agreeing with this pattern of vineyard sales, Adam Keatts, vice president/
CBC manager at Banner Bank in Walla Walla, Washington, said, “My clients 
are primarily wineries aiming to have more of their production from their 
own vineyards and not third-party growers. I don’t have any outright inves-
tors for the Walla Walla Valley area.”

In fact, the consensus of all bankers WBM spoke with is that the vast 
majority of vineyard transactions are from wineries aiming to increase 
their grape supply. The various reasons for this also align. “Wineries are 
looking to increase their own personal supply of grapes needed for the 
particular demands of consumers or to have the backup in case they lose 
a contract,” said Jeff Clark, domain expert for the wine and craft beverage 
group at Live Oak Bank. 

Losing third-party contracts for grape supply has become a critical issue 
for small wineries as the consolidation of grape supply has advanced, 
particularly with large wine companies, such as E&J Gallo, Vintage Wine 
Estates and Constellation Brands, gobbling up more existing vineyards. 
“Probably the poster child for this phenomenon would be Gallo’s 2017 
purchase of the 600-acre Stagecoach Vineyard [which supplied grapes to 
over 90 wineries] in Napa Valley,” said Charles Day, regional manager at 
Rabobank.
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“Those grapes most likely are not going to be available on the market 
anymore; so as a third-party grower going to multiple wineries, those grapes 
are going to simply disappear from the market. I think it’s just going to be 
harder for smaller wineries to source grapes because the larger buyers like 
Gallo are not buying vineyards to go into the grape-growing business. You 
know, they’re obviously buying it for their own products,” said Day.

Wineries whose sources of grapes have been displaced are seeking equal 
quality grapes in other appellations. As Nancy Palumbo, VP/commercial 
relationship manager at Umpqua Bank, said, “We are seeing much more 
loan activity in Oregon and other parts of California to secure fruit sources 
and to moderate the higher cost of North Coast fruit by blending or entirely 
abandoning designed Napa/Sonoma County appellations.”

George Coope, senior director of strategy and analysis for M&A advisors, 
Zepponi and Company, said “If you are sourcing a program for wines $25 
or under, there is nothing that can match the Central Coast area in terms of 
variety, availability and economics.”

Palumbo also noted another trend: “We have seen some people sell because 
the ‘lifestyle’ they were seeking was actually not the right fit. In many cases 
these vineyards come with homes that are not a factor or a positive attribute 
of the purchase.”

Easy Money: Vigorous Bank 
Competition for Loans Maintains 
Large, Ready Cash Supply
No matter which bank or M&A advisors WBM spoke with, representatives 
said that there is as much money available for loans today as there was a year 
ago. In fact, Palumbo told WBM that the bank was surprised by the large 
number of all cash sales, as high as 50 percent of all sales.

But easily available loan money only goes so far. If the price of the vineyard is 
unaffordable to all but a few players, potential buyers need to find the vineyards 
that come at a price that realistically will allow for a reasonable ROI.

As Erik McLaughlin, managing partner at M&A advisory firm, Metis, noted, 
“Oregon is a uniquely good, strategic place for people to invest in because it 
has the highest average bottle price in the United States. Washington has the 
second highest average bottle price in the United States. Now, if you look at 
California and you look at subsections and you say, ‘Oregon versus Napa’ or 
‘Oregon versus Sonoma,’ then that’s a different issue. But in general, Oregon 
has a significantly higher average bottle price than either California or even 
than Washington.”

According to McLaughlin, the move to premiumization is now largely done 
through acquisition. As wineries look to push price points up, that creates an 
ability to handle higher fruit prices. “If you figure out what your average 
bottle price is and you add two zeros to it, that’s what you can afford to pay 
per ton for fruit, which enables higher fruit pricing. And as you get higher 
fruit pricing, then you can get higher vineyard valuation, and you can get 
more profitability on the vineyards, and that becomes easier to bank. It’s just 
that cascade downward: as prices move up, fruit prices move up; and as fruit 
prices move up, they become easier to bank,” McLaughlin said.

Also in Oregon’s favor for affordable vineyard property, said McLaughlin, 
is the relatively low proportion of land actually planted versus some other 
core grapevine regions. “There are more vineyards being planted, which 
sort of dulls any consolidation impact and creates more reasonable pricing, 
especially compared to those in California.”

Future Shock: What Might Affect the 
Lending Environment in the Next Year 
When asked to peer into what they see affecting vineyard sales in the next 
year, bankers cited the increased cost of farming, the increasing shortage of 
labor, the reduction in per capita consumption of wine and the down-the-
road effects of the new tax laws as pivotal considerations.

“We are seeing the move towards mechanization of vineyards,” said Clark. 
“It’s not a question of if; it’s a question of when. I don’t know any lender that 
would go out and lend on a vineyard now that could not be mechanically 
harvested. Maybe they’re not mechanically harvesting now—you know for 
small boutique wineries. But why would you lend on a vineyard that can’t be 
mechanically harvested when the state of California has oppressive regula-
tions that just keep driving up the cost of labor? The shortage of labor is bad 
now and only going to worsen.”

McMillan thinks it’s important to be aware of the continued evolution 
of premiumization and a continuing of trends toward lower-priced wines 
being out of favor. “What we are seeing right now in wine consumption is 
the slowing in per capita. We’re seeing the volume of wine consumed decline. 
That has, in part, to do with the fact that we’re still selling a lot of lower-priced 
wines. I estimate that $4 to $9 is still something like 40 percent of the market. 
If you see that start to run off, you’re replacing that with more expensive 
bottles, effectively. Although we’re still seeing high dollars, or dollar growth, 
maybe 3 percent or something like that in the industry, we’re getting close to 
being zero in terms of volume growth. And that will play out in the vineyards 
that wineries and investors will pursue or not pursue.”

While it is currently too early to know the effects of the dramatic new tax 
law passed by Congress, its benefits for investments are certainly implied. 
McLaughlin believes it certainly will encourage more transactions to occur.

“It is both advantageous to buyers and sellers. For sellers, depending on their 
tax situation, they have the potential to get out with less tax liability, and buyers 
now have the potential to acquire a business that’s going to have less tax burden 
on it and generate higher return on their investment. So with those things, 
we believe that the current tax policy creates a more transaction-friendly 
environment.

“But we don’t have a crystal ball, and we don’t know how long we’re going 
to be under the current tax situation, and we think that a lot of people also 
share that uncertainty, so we believe that creates some urgency for transac-
tions to occur over the next couple of years while we’re under the current tax 
policy,” concluded McLaughlin. WBM


