Cocktail culture drives RTD segment in US
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Hard seltzers are contributing to the rise of the RTD category in the US, which has seen RTD share of
the US total beverage alcohol market expand from 4% in 2017 to 11% in 2021, according to a report
by drinks analyst IWSR.
While hard seltzers make up over half of the volume share of the RTD category in the US, the fastestgrowing RTD segment is RTD cocktails (from a smaller volume base).
The increasing investment in RTD cocktails is contributing to the premiumization of the RTD market,
as well as the evolution of the spirit-based RTD segment in the US.
“Spirits and cocktail culture are extremely popular right now, and with consumers wanting more and
more convenience, there is a clear opportunity for brands to ﬁll the gap for high-quality canned and
bottled cocktails,” notes Adam Rogers, North America Research Director, IWSR. “Many well-known
brands have leveraged the opportunity to add another convenience-based consumption occasion to
their portfolio, while raising overall brand awareness.”
“Alcohol under-indexes in ﬂavor options compared with other CPG (consumer packaged goods)
categories. RTD cocktails help to ﬁll that gap by oﬀering more choice and variety, while still meeting
the convenience needs of today’s consumer,” comments Brandy Rand, Chief Strategy Oﬃcer, IWSR.
“This is also reﬂected in ﬁndings from our consumer research: ﬂavor is the number one reason people
choose RTDs.”
Interest in RTD cocktails has prompted a shift from malt- to spirit-based RTD oﬀerings. Favorable tax
rates mean that malt-based products in the category still account for the bulk of volumes, but their
share by the end of 2022 is expected to slip below 90%, while spirit-based products will likely climb
from 5% to 7%.
In a fast-growing market, that represents a notable uplift and in 2021 equated to 14 million extra 9
liter cases, a ﬁgure that is expected to accelerate by the end of 2022.
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IWSR consumer data shows that US drinkers perceive these spirit-based products to be more
premium, and this is borne out in the higher prices these products command.
Brands have started to use their choice of spirit base as a point of diﬀerence to indicate quality. A
number of premium spirit brands have been crossing over to RTDs, contributing to the
premiumization of the overall category as well.
Vodka overtook tequila as the leading RTD spirit base in 2021, bolstered by the fact that around half
of the most popular cocktails in the US are vodka based. In 2019, vodka had a share of just over a
ﬁfth of the spirit-based RTD segment, by 2020 this had surged to more than a third, and this is
projected to reach approximately 50% by the end of 2022. Vodka-based RTDs also oﬀer a trade-up
alternative to malt-based hard seltzers.
Competition within the vodka-based RTD segment has increased signiﬁcantly as large well-known
brands, as well as new market entrants, launch new oﬀerings.
Brands that have recently entered the vodka-based RTD market include brands established in the
vodka category, such as Deep Eddy, Ciroc and New Amsterdam, as well as RTD-focused brands, such
as Spirit Fruit and NUTRL.
In August 2022, Tito’s announced the launch of a vodka RTD “minus the drink” – a DIY spin-oﬀ to the
canned cocktail.
Tequila is also an important ingredient in cocktails, including Margarita and Tequila Sunrise.
Margaritas in a 1.75 liter format are relatively long established and this can be accredited to the high
share that tequila traditionally held as a spirit base.
IWSR is expecting the erosion of tequila’s share of spirit-based RTDs to slow. The increasing
popularity of tequila in general is creating a halo eﬀect for the RTD segment. Volume consumption of
tequila grew 17% in the US in 2021, bolstered by increased celebrity investment. Consumers are
increasingly embracing the new tequila-based Ranch Water, Paloma, and various new canned
Margarita oﬀerings that are entering the market.
Vodka and tequila’s dominance within the RTD category also relies on the fact that they are relatively
more mixable than other spirit bases, such as whisky, which makes up just over 5% of spirit-based
RTDs. With use in speciﬁc cocktails, such as the Old Fashioned and Manhattan, whisky-based RTDs
tend to over-index against other RTD types in terms of pricing. However, consumer demand for more
premium oﬀerings will help, and whisky’s share of the RTD spirit-based market is expected to
increase.
It is this constant innovation and a consumer demand for drinking less, but better, that is
underpinning the evolution of the RTD category in the US.
“The market landscape will continue to see more entrants carve a niche for themselves, for example,
through new start-up launches, brand line extensions, co-brand partnerships, or inﬂuencer
investment,” comments Rand.
“Unlike spirits portfolios, a single RTD product doesn’t ﬁll a brand’s portfolio gap. Because there are
so many types of RTDs and constant evolution of the category, having a wide RTD portfolio can be
advantageous.”
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