COCA – COLA – MADE AT HOME

In the latest step away from its traditional business, Coca-Cola (KO) is moving out of the vending machine and into your kitchen. The legendary soda maker has signed a 10-year partnership agreement with Green Mountain Coffee Roasters (GMCR) to sell Coke products that are compatible with an at home beverage system set for release later this year. Most consumers are already familiar with Green Mountain through its revolutionary Keurig single-serving coffee machines.

The $1.2 billion agreement is Coke’s latest effort to broaden its product offerings beyond fountain drinks and bottles it's been selling for almost 120 years. Coke’s portfolio already includes brands like Sprite, Minute Maid, Powerade and Vitaminwater, which Coke picked up when it bought Glaceau for $4.1 billion in 2007. These offerings are one reason Coke has been able to consistently grow revenues despite the carbonated beverage market shrinking for the last 8 years.

Strategically Coke’s move into the home is a shot across the bow of SodaStream International (SODA) which has had a virtually monopoly on at-home carbonation systems. SodaStream’s machines lets consumers make their own sparkling water as well as blended flavor drinks that borrow heavily from Coke’s branded aesthetic.
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Sodastream's Diet Coke competitor

With revenues of more than $50 billion in last year Coke is 100x the size of SodaStream but the smaller company has managed to double its top line since 2011. Coke didn't become the number one beverage maker in the U.S. for more than a century because it takes competitive threats lightly. With its massive scale Coke will be able to command premium shelf-space in retailers across the globe and be positioned to capitalize on drifts in consumer tastes away from colas.

Morning Brew Alternatives
Perhaps more importantly to the Atlanta-based drink king, Coke’s partnership gives it a lead over Pepsi in the race for the at-home market. As K-cups become part of America’s breakfast routine, Coke will have its own branded beverage available to plug in for the small but growing body of people who like a little caffeinated fizz in the morning. Coke has already taken half-hearted stabs at morning soda and last year Pepsi introduced a Mountain Dew energy drink called Kickstart which is a sort of a revved up version of fruit punch with more than 30% more caffeine than Mountain Dew and a dash of Vitamin C.

The stock market seems to think there’s huge potential in at-home soda. Shares of Green Mountain rose more than 40% in early trading on Thursday and SodaStream spiked more than 10% on hopes the company could sign a comparable deal with Pepsi.

According to BeverageMarketing.com, the overall U.S. liquid refreshment market grew slightly through the first 3 quarters of last year with double-digit expansions in energy drinks and single-serve coffee offsetting a decline in soda pop.
DISNEY SHANGHAI – April 2011

From The LOS ANGELES TIMES NEWSPAPER
Disney set to break ground on Shanghai theme park

When it opens in five years, the $3.7-billion Shanghai Disneyland, China's first mainland Disney theme park, will serve as a launching pad for the entertainment giant's broader ambitions in the region.

April 06, 2011|By Dawn C. Chmielewski and David Pierson, Los Angeles Times

Reporting from Los Angeles and Beijing — As Walt Disney Co. prepares to break ground on its first theme park in mainland China, the significance for the company reaches well beyond the opportunity to sell legions of Mickey Mouse-ear hats.

Although much smaller than Walt Disney World in Orlando, Fla., the Shanghai park holds outsize importance for the company, because it would provide entree to a market of 1.3 billion people, 30 million of whom enter the middle class each year. When it opens in five years, the $3.7-billion tourist attraction would serve as a launching pad for Disney's broader ambitions in the region.
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Shanghai Disneyland culminates a decade-long effort to bring Disney's distinct brand of themed attractions — built around Mickey, Minnie and the panoply of animated characters — to the world's most populous country. Disney Chief Executive Robert A. Iger plans to attend the ceremonial groundbreaking Friday, underscoring the project's importance.

"We view it as a real cornerstone of our growth initiative in that market," Iger said in remarks made at a recent investor conference in Anaheim.

The 963-acre park would bring the Magic Kingdom to the Middle Kingdom. Plans include a castle that would be bordered by themed areas, two hotels and a shopping district near a lake, with additional land set aside for future development. The Disney resort would anchor a broader International Tourism Resort, roughly 12 miles southwest of Pudong International Airport.

"In about five years, we'll have a park that is distinctly Disney, yet authentically Chinese," Disney Parks and Resorts Chairman Thomas O. Staggs said in remarks to investors in February. "Taken as a whole, we believe China is the most exciting opportunity we've had since Walt first bought land in Florida in 1964."

China so far has proved a frustrating market for U.S. entertainment companies. The Communist government tightly controls distribution of foreign movies and television programs, which in turn has fueled rampant piracy of Hollywood content. Prime-time television slots are reserved for domestic fare such as the wildly popular animated series "Pleasant Sheep and the Big Bad Wolf," while imports including Mickey Mouse (known in China as Mi Lao Shu) struggle for airtime.

Disney would share ownership in the new theme park with Shanghai Shendi Group, a government-controlled entity that would own a 57% stake in the joint venture, according to reports in Chinese media.

Investors hope Disney's strategy of partnering with the government will give the Burbank firm the leverage it needs to negotiate a 24-hour cable network in China or to win wider distribution for its films. As the majority owner of the park, China would benefit from prospective visitors' greater exposure to the Disney brand, media analyst Alan Gould of Evercore Partners said.

But even Iger has acknowledged that there are no guarantees.

"There isn't a specific promise to launch a Disney Channel in China," Iger said at Disney's February investor conference. "But obviously, it's something that we would love to be able to do at some point."

For now, Disney has developed innovative end runs around the limitations on traditional media.

The entertainment giant partnered with China's two dominant online video sites, Tudou.com and Youku.com, to stream Disney's ABC prime-time shows including "Desperate Housewives" and "Grey's Anatomy" directly to adult viewers.

And to reach Disney's core family audience, the company operates a few English-language schools in China for children ages 2 to 12. The so-called Disney English centers use learning materials filled with images of Winnie the Pooh, Donald Duck and other characters.
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"Disney, in our view, has the strongest China strategy of any of the studios," Evercore Partners' Gould wrote in a recent analyst note.

Gould estimates that Disney stands to collect fees of $65 million to $70 million in the first year of the park's operation, growing to potentially $200 million in 10 years. The Shanghai park also will serve as a powerful brand ambassador.

"Disney sees the theme park as a way to establish themselves in the Chinese market," said John Gerner, managing director of Leisure Business Advisors, a consulting firm in Richmond, Va. "That will drive people to the movies, establish the characters, which will drive merchandise sales."

Success is far from assured, however.

The Hong Kong Disneyland Resort, which opened to great fanfare in 2005, has been criticized as too small and offering too few rides to live up to Disney's giant aspirations. That's why the company is pumping millions into the park to add scores of attractions and themed areas including Toy Story Land, which opens in the fall.

And there will be plenty of regional competition. By the time Shanghai Disneyland opens, Disney rivals will include Universal Studios Singapore, a renovated Ocean Park in Hong Kong and perhaps even Asia's first Legoland, set to open in Malaysia in 2012.

Enterprising local operators could prove formidable as well.

At least two Beijing theme parks have borrowed liberally from Disney's repertoire — including costumed Plutos, Minnies and a castle that looks eerily similar to the one in Orlando. Knockoff Disney clothing, toys and DVDs are widely available in China.

"The key to Disney's success has been migrating products to different platforms and cross-selling them. The challenge to doing that in China is piracy," said Patrick Chovanec, a professor at Tsinghua University's School of Economics and Management in Beijing.

"The downside is you don't get paid for all that content," he said. "The upside is everyone knows the characters. So the question is, how do you monetize it?"

