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eliminaticn of "happy hour” in Ontaric, If these trends became widespread,
a considerabla number of potential spirits consumers oculd be removed from
the market. -

North American demand for distilled spirits has been declining for several
years, leaving Canadian plants vastly underutilized. ihile there may be
potential for modest growth later in the decada, as a maturing population
gwitches awey from brewery products, it is doubtful that tha industry's
major corpanies will meke substantial new investments in production
capacity. Nonetheless, profits in the industry should remain reascnally
strong and this income will be streamed toward new investment
opportunizies. For exampias, Seagram has invested heavily in U.S. and
European wine productica and is a major cwner of Dufene, the chemical
mamifacturer; while Hiram ralker has became a majer participant in the
Canadian energy sector through Hiram wWalker Rescurces.

3. COMPETITIVENESS ASSESRUENT

The key %o campetitiveness in the distilling sector is brand acceptance,
availability and recognition, and in these areas the Canadian discilling
irdustry is highly competitive intarmaticmally and has a world-wide
‘reputation for quality. Seagram and Hiram Walker have world scale
distilling plants with excellent econcmies of scale, and are.very strong in
the important U.5. market.

The volumna of distilled spirits consumed in the North American market has
baea éeclining significantly in recent years. Shifts in cmsuwer tastes
havae also czused a decline in the ccnsurption of dark spirits, such as
Canadian whiskay, in intarnational markets. tonetheless, the Canadian
distilling industry is adapring quite readily and should remain competitive
in the xey U.S. markat.

Adjustments recuired to meke the industry more competitive includes

1) a rationalization of same production facilities to improve capacity
utilization rates; and

2) increasing aexport marketing efforts to replace permanently lost
domestic markets, not only in the U.S. where Canzadian products are
alraady well established, but also in offshore markets such as Jepan,
Burope and latin Amevica which are relatively unexploited by Canadian
distillers.

memjorcanadiandisculingcc@aniesaremeuweofmket trends and
have sufficienc financial and market strength to exploit coportunities as
thay arise. The key difficulty facing the sector appears to ba the very
limited potential for new cpportinities in the digtilling tusiness for the
rest of the decade. As a result, both Seegram and Hiram Walker are
extensively divepsifying their business intarests imto chemdcals, energy,
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