The Burstlng of the “Beer Bubble in Amerl*ca

Understanding the investment implications of our changing drinking habits

As financial professionals, we're trained to spot
market shifts before they dominate headlines. One
such shift is quietly reshaping portfolios and
consumer spending patterns: the structural decline of
the American beer industry. This isn’t a temporary,
cyclical downturn — it's the deflation of what can aptly
be called the “Beer Bubble,” with wide-reaching
implications for investors across multiple sectors.

Americans Are Losing Their Thirst for Beer
The data paints a clear picture: Americans are
drinking less beer. Fewer consumers are cracking
open bottles, sipping cans, or ordering drafts at bars.
This behavioral pivot is triggering a chain reaction
across the economy. Taprooms are closing, major
brewers are facing sluggish stock performance, and
agricultural suppliers — especially barley farmers — are
contending with rising costs and reduced demand,
further exacerbated by global tariff pressures.

Beer consumption has plummeted to its lowest level
in more than two decades. Industry forecasts suggest
shipments could fall below 200 million barrels for the
first time since 1999, according to Beer Marketer’s
Insights. This is no pandemic-era anomaly. It reflects
a long-term shift in American tastes — one that
prudent investors cannot afford to overlook.

From Millennial Darling to Market Casualty
In the mid-2010s, craft breweries thrived as the
darlings of millennial consumer culture — social hubs
where young professionals could sample artisanal
IPAs and affirm a shared identity. Venture capital and
private equity flooded into the space, betting heavily
on the momentum of the “experience economy.”

That investment thesis has since unraveled. Across
the country, taprooms once viewed as surefire profit
centers are closing their doors. Even global giant
Anheuser-Busch InBev reported a 1.9% decline in
volume over a recent three-month period —
significantly worse than analysts’ expected 0.3% drop.
Leadership attributed this shortfall to weak sales in
the U.S., China, and Brazil — evidence that this isn’t
just an American issue.

COVID-19 Didn’t Cause the Shift — It
Accelerated It

While COVID-19 certainly disrupted brewery-
dependent businesses, it merely hastened a shift that
was already underway. The pandemic didn’t just close
bars — it rewired how people socialize and consume
alcohol.

Generation Z, who came of age during lockdowns,
formed drinking habits rooted in home-based
socializing, delivery culture, and digital connectivity.
Unlike millennials who made brewery outings a
lifestyle choice, Gen Z tends to favor convenience
and virtual experiences — leaving taprooms struggling
to regain relevance.
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Health Consciousness: The Ultimate

Disruptor

Perhaps the most powerful factor behind this
structural decline is the cultural shift toward health
consciousness. A recent Gallup poll found that nearly
half of Americans now view one or two daily drinks as
harmful — the highest rate in the poll’'s 23-year history.
Younger adults are particularly likely to view alcohol
consumption negatively.

This isn’t a passing trend. It's a values-driven
evolution that’s reshaping entire categories of
consumer behavior. The boom in non-alcoholic
beverages, wellness-centric lifestyles, and fithess-
forward culture represents a headwind the beer
industry has failed to counter. Astute investors are
already reallocating toward the wellness and
functional beverage markets capitalizing on this shift.

Portfolio Implications: Where Opportunity
Ferments
So, what should investors do?

Tread cautiously with traditional beer stocks. The
days of reliable dividend growth from stalwarts like
Anheuser-Busch InBev, Molson Coors, and
Constellation Brands appear numbered. Margin
pressure and declining market share are likely to
persist.

Look to growth in adjacent sectors:

¢ Wellness and Functional Beverages:
Kombucha, adaptogenic drinks, and non-
alcoholic spirits are capturing consumer
interest and wallet share.

e Cannabis and Alternative Recreation: As
legalization expands, cannabis offers a
compelling alternative to traditional drinking.
Diligent research remains essential.

e Commercial Real Estate: Brewery and bar
closures create redevelopment opportunities,
especially in adaptive retail spaces.

e Technology and Entertainment: As
consumers favor at-home experiences,
streaming services, gaming platforms, and
home tech providers are poised for growth.

Bottom Line: Adapting to the New Normal
The bursting of the beer bubble is more than an
isolated industry slump — it signals a broader,
generational transformation in American consumption.
Savvy investors must recognize that this is a secular
shift, not a passing phase.

Winning portfolios in the decade ahead will be
anchored in sectors aligned with evolving values:
health, convenience, sustainability, and digital-native
lifestyles. The decline of beer is a timely reminder that
adapting to cultural shifts isn’t optional — it's essential.

As fiduciaries, our obligation is to prepare for the
future our clients are heading toward — not the past
they’re leaving behind. The beer bubble has burst, but
new opportunities are fermenting for those bold
enough to pivot.
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