COGNAC IN MOTION

TAKING AFTER WHISKEY, THE CLASSIC
FRENCH BRANDY IS GETTING HOT, TRADING UP

AND BRANCHING OUT

BY JACK ROBERTIELLO

hen it's a good year for Hennessy, it's a good year
for Cognac. That's been the case for some time in
the U.S., as the dominance of the market leader
only seems to grow. However, other brands are
finding ways to build on their bases and some are

breaking out with new iterations and market approaches.

That’s needed because while we’re the
world’s largest market, the U.S. drinker
prefers the least expensive expressions.

“What makes the U.S. different is
the mix is heavily skewed toward the VS
category, whereas worldwide the main
products that sell are VSOP and above,”
says Alexandra Albu, Sales and Marketing
Director for Groupe Camus. “Obviously,

the mixology trend which is so strong here
is not as developed worldwide. A lot of
VS cognac is poured behind the bar with
the return to pre-Prohibition cocktails.”

VS accounts for about 70% of U.S.
volume; of that, Hennessy captures about
60%, Rémy Martin about 15% and Cour-
voisier about 10%, according to Wall
Street’s Bernstein Research.

Hennessy’s “Master Blender’s” series,
representative of the trend toward creative limited
editions, is composed exclusively of high-quality
eaux-de-vie that have been set aside specifically
to be used at the Master Blender’s discretion.
Selection No. 3 in the series is the first from

new Master Blender Renaud Fillioux de Gironde,
the eight-generation to hold the title at Maison
Hennessy, after tasting alongside his uncle Yann
Filliioux for 15 years.

SUCCESS TRICKLING UP

“You can see the growth has been made
mainly by the brand leaders,” acknowl-
edges Bertrand Verduzier, International
Business Director, Cognac Frapin, but
he sees a halo effect: “More interest into
what’s inside the bottle, more interest
in how it is made, where it comes from
and what’s behind the production—that’s
where we find interest.”

As he suggests, Americans are starting
to look for education and to trade up; ac-
cording to the Distilled Spirits Council,
the combined Brandy and Cognac catego-
ries accounted for about 16% of the indus-
try’s value growth in 2017.

According to Patrick Raguenaud,
President of the producers’ association



BNIC, the U.S. market continued to
be strong in 2018, with total volumes
shipped up about 7% over the 12-month
period ending October 2018. “Consump-
tion is trending up with a faster growth
of aged categories (+13.4%) compared to
young categories (+4.2%). We are seeing
in the U.S. market the arrival of a genera-
tion of consumers interested in authentic
spirits, a generation that favors the know-
how and the expression of the terroirs.
This generation is interested in under-
standing and learning.”

Consumer interest in Cognac has
never been stronger and the growth in the
category reflects this, says Stephanie Kang,
Director, Cognac for Beam Suntory. “We're
excited to see the future of this category,
because many trends within spirits have
not fully trickled down to Cognac to the
extent of other categories, like bourbon,”
says Kang. “More Millennial consumers
now view Cognac and other luxury spirits
as ‘approachable luxury,’ creating more
stable demand than luxury durables.”

STRENGTHS WITHIN THE CATEGORY

Beyond the luxury marketing and
nightclub scene that has long been
the brandy’s core, cocktail culture has
benefited Cognac as has consumer
demand for affordable luxury. The base
of consumers interested in Cognac has
broadened recently, says Hennessy’s
Senior Vice President for the U.S. Giles
Woodyer. “They are embracing the
category for its rich history. Cocktail
culture will remain a thriving area of
interest among millennials, and this will
play well to the strengths of Cognac,
highlighting the heritage as well as the
mixability of the spirit.”

For Guillaume Lamy, Vice President,
Americas, for Cognac Ferrand, the

Most Cognac sold in the U.S. is VS, which is
usually mixed; VSOP and X0, more apt for sipping,
are expected to gain share. Courvoisier’s trio of
age-designated Cognacs will be joined in 2019 by
a limited-time Sherry Cask offering—emblematic of
recent innovation in the category.

current trends are a payoff at just the
right time. “For 15 years or so we were
growing, mostly from the on-premise
and craft cocktail movement, and
as of today we are also doing a lot of
education with consumers.

ADDING SKUS, PUSHING LIMITS

Ferrand has continued tinkering with
their Renegade Barrel program, limited
annual releases with a twist. The first fin-
ished Cognac in Sauternes barrels, with
the second labeled an eau de vie de vin

“THERE IS STILL ROOM
FOR INNOVATION AT EVERY

STAGE OF THE PRODUCTION
PROCESS”
— NED DUGGAN, D'USSE COGNAC

MEET THE NEW XO:
10 YEARS OLD, UP FROM 6

Last year, the BNIC announced the first
major change in Cognac Age Designations
since 1983. As of April 1st, 2018, in order
for a Cognac to carry the designation X0
(Extra 0ld), its youngest eau-de-vie must
be at least 10 years old—as opposed to
the previous minimum of 6. (XOs already
on the market as of March 31st, 2018,
were grandfathered until March 31st

of this year.) The 6-year minimum will
continue to apply for Cognac designated
Napoléon, as will minimums for VS (2
years) and VSOP (4 years).

The change is not a surprise (producers
were alerted back in 2011); rather it is
designed to bring Cognac regulations more
in line with the market, where many X0s
already were exceeding 10-year minimum
age. Time will tell whether consumers feel
that they are getting more when they spend
more for the new-and-improved, officially-
older XOs.

aged in oak and chestnut barrels. The first
expression fell within Cognac rules, while
the latter does not. The limits of those
rigid rules are being explored by other
bottlers to escape the VS/VSOP/XO/up
ladder of age and price.

“We love the U.S. market because
people love to experiment,” says Ferrand’s
President, Alexandre Gabriel, who also
bottles a double reserve Cognac blend
of 7-10 and 20-year-old brandies finished
for a year in Banyuls casks. “We’re
reconnecting with old traditions that
the barrel-proof and high-end bourbon
consumer understands.”

Woodyer believes new ideas within
the category will drive Cognac into the
future, including offerings that change
the perceptions of what Cognac has
been, from higher proofs to changing



COGNAC

“MORE MILLENNIAL
CONSUMERS NOW VIEW

COGNAC AS APPROACHABLE
LUXURY.”
— STEPHANIE KANG, BEAM SUNTORY.

traditional flavors. Hennessy’s Master
Blender’s Selection series is an example.
Small producers are purposefully
diversifying their portfolios not unlike
Scotch and other high-end brown goods.
Frapin, for instance offers two distinct
XOs (Chateau Fontpinot and XO VIP),
as well as a bottling highlighting Grande
Champagne, and a cigar blend.

Classic Cognac cocktails include the Brandy Crusta
with its sugar-coated rim (example here by D’Ussé).
Cognac also works as a novel substitute, with
Courvoisier here replacing gin in a French 75.

Of course, Cognac has long been able
to produce releases from certain years,
estate or regions. One vintage-dated ex-
ample is Hine’s Domaines Hine Bonneuil
2008, the third expression in a collection
of single grand cru, single estate, single
harvest Cognacs.

Also just arriving: Camus XO Border-
ies Family Reserve, a single-estate Cognac
produced in the Borderies, the smallest in
the Cognac appellation, known for aro-
matic brandies. Camus also distinguishes
itself in the market by using small pot
stills and distilling on the lees in order to
extract maximum flavors.

Broadening the base at a time when
the category is surging and more con-
sumers are entering the category makes
perfect sense, especially as American
consumers are constantly looking to new
ways to enjoy their favorite tipple. “There
is still room for innovation at every stage
of the production process, says Ned Dug-
gan, Vice President, Brand Managing Di-
rector, D’Ussé Cognac. From the aging in
casks made of oak from different varietals
or origins, to finishing in casks that have
before contained other wine-based prod-
ucts, there are already a lot of options.” ll

Emulating a technique applied to whiskey, Camus
“Caribbean Expedition” is produced from barrels of
four-year-old Cognac exposed to both oceanic motion
and tropical weather conditions as they sailed across the
Atlantic for six weeks from France to Barbados.

BETTER BRANDY
GETS BIGGER

Cognac has company at the high
end. Its artisanal counterpoint

in France, Armagnac, also is
enjoying a trajectory similar to
Cognac. Vintage bottlings are a
sub-specialty in Armagnac, and
top producers like Chateau de
Laubade offer a range of distinct
aged expressions.

Heaven Hill, after upgrading their
Christian Brothers brand, in 2016
added 100-proof Sacred Bond to
the line, the world’s first bottled-

in-bond brandy, aimed to attract

bartender attention.

Gallo, of E&J Brandy renown, gained
an instant upper-tier foothold in
2017 with a double-move: buying
Ukiah-based Germain Robin,
California’s first luxury brandy
brand, and launching Argonaut,
a craft label with distinctive,
nicknamed brandies of varied
grapes and strengths.

Most recently, O’Neill Vintners &
Distillers teamed with bartender
Jeff Bell of PDT and sommelier
Thomas Pastuszak of The
NoMad to launch Bertoux,
another high-end brandy,
targeting cocktail culture.






