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Foreword

Euromonitor International is delighted to partner again with the World Travel Market, celebrating its 30™ year.

This past year has shown us how quickly things change as the world still reels from the global financial crisis that
brought the travel industry to its knees. Despite these difficulties, the 2009 Euromonitor International and WTM
Global Trends Report aims to spot opportunities, innovation and proactive measures to help reverse the slump in
demand and put a halt to deteriorating profits to kick-start the recovery.

el n North America the recession has created a new c
time rich and seek to make the most of rock bottom prices.

e Innovation is also alive and well in the UK with a hip, urban concept - pop-up hotels - providing operators
greater cost efficiencies. Such temporary concepts help the regeneration of deprived areas, leaving a lasting
legacy for the community.

el n Asia, golf tourism proves that the Adlipstick ef
forgo their golfing in times of recession, even creating a golf fashion craze.
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o Female-only accommodation is also up and coming in the Middle East, a culturally sensitive concept that has
international appeal.

e Rebranding is the name of the game in Latin America, aiming to further its luxury credentials while Africa
benefits from the Obama Effect boosting roots tourism.

e In Europe, the democratisation of luxury is on the cards, with leading operators on the cusp of rolling out
concierge travel services to the masses.

e Inthe current bleak climate, such bold steps are critical to maintain a competitive edge in anticipation of the
rebound.

(bt Brem e/

Caroline Bremner
Global Travel and Tourism Manager
Euromonitor International
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Through the looking glass

e The unprecedented scale of the global financial crisis has taken its toll on the travel and tourism industry. With
the global economy in decline for the first time in over sixty years, falling expenditure, lack of credit and rising
unemployment have caused a slump in confidence and demand for businesses and consumers alike.

e This has exerted a magnified effect on industry performance, with forecasts far worse than anticipated. Global
arrivals are expected to decline by -8%, hotels by -16% and air sales by -14%, going from boom to bust.

e Recognising tourism as a major revenue and employment generator, governments have been responsive to
the crisis, implementing tourism stimulus packages to varying degrees of success.

o APD hikes in the UK stand out as a drag on future recovery, whereas other countries waived visas, increased
connectivity, reduced VAT, offered tax incentives and Brazil, for example, removed airline price platforms.

e Companies, facing revenue and profit deterioration, took drastic measures to gain cost efficiencies from staff
redundancies, restructuring, investment in online, cutting capacity, M&As to strategic alliances.

« Faced with volatile oil prices and fuel hedging costs, airlines fell massively into the red. IATA forecasts losses
to reach US$11 billion in 2009, revised downwards by US$2 billion.

e Consumers responded to the recession by shunning luxury and trading down. The lipstick effect i clinging to
| i f eds s mavaslapparenwithr spas and golf tourism continuing to be popular. A new era of austerity
has emerged in the face of unemployment and mass public debt.

e There were also areas of ingenuity by the travel industry to keep consumers travelling. 2009 marked a revival
in some traditional concepts with a modern twist, eg glamping, staycations and also new product development
such as Anano breakso, catering to time poor, <cash

e The threat of the swine flu cast a grim shadow. In Mexico, the first destination victim, occupancy rates were
halved during the peak of the pandemic. To minimise the negative impact, hotels offered discounts ranging
from 10% t o -f6rOe® Ga ngdu airfdnut ees t o | ure back tour.i stss
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Fear and loathing in business travel

Luxury brands and brands dependent on business travel have all suffered, from schedule airlines, Meetings
and Incentives, conference organisers, luxury hotel chains to corporate travel agents as business demand fell
off a cliff. IATA reported business travel revenues down globally by up to -40% in July 2009 on 2008.

British Airways talked of a Afight for survival o.
activity and evaluate their strategic alliances. In the worst case scenario, airlines turned to government for a
financial bail out as seen in the case of Japan Airlines.

Low cost carriers also suffered, but the segment fell by a mere -2% compared to -16% for schedule in value
sales. Players such as Ryanair and AirAsia went from strength to strength, with the former carrying 63 million
passengers, negotiating hard with airport operators, closing hubs and buying distressed aircraft.

The expected demise of Slovakian LCC, SkyEurope, demonstrates that inefficiencies even in the LCC
business model need to be ironed out and also the difficulty in securing credit for small to medium companies.

By their own admission, hotels are a lag industry and trail economic recovery. Hotels held off discounting as
long as possible, however, with continuing falls in occupancy, price discounting was inevitable. The question
then became, how far and wide to go when faced with oversupply versus falling demand?

Data from STR Global illustrates the general malaise for hotels globally. RevPAR declines varied from -19%
for the Americas, -16% for Africa/Middle East to Asia and Europe around -28.5% for year to date August 20009.

Cities such as Madrid witnessed revPAR declines of up to -40%. Tourism in Spain has felt the brunt of the
global recession with its housing bubble bursting, experiencing a dramatic fall in visitors from key source
markets and weakened domestic demand as unemployment creeps up to 20%, crippling the Spanish capital.

Gl obal chains took the rare step of selective disc
diversified brand portfolio including budget brands helped mitigate trading down by consumers and
businesses, but overall H1 results were bad. 4
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Creativity in adversity Global Travel and Tourism: % Growth

Global economic growth has turned positive. A full Indicators 2008-2012

recovery to pre-crisis levels for travel and tourism
Is not expected until 2013 at the earliest. Hopes of
a V-shaped recovery continue but threats of a W- 5 4
shaped recession remain, with emerging
economies set to lead the world out of recession.

=
o
)

Demand will be inhibited by low consumer
confidence, exacerbated by rising job losses and
the need for governments to pay off burgeoning
public debt, ultimately leading to higher taxes.

Consumers are expected to embrace thrift for the
long term and operators need to adapt to this.

The 2009 Global Trends Report highlights
important shifts of new consumer groups, GDP Arrivals Hotels = Air
changing expectations, new concepts and -20
breathing new life into old formats. 2008 2009 2010 2011 2012

-15 A

Innovation eg pop-up hotels and iconoclastic
moves, such as rolling out luxury to the masses,
reveal the need to rip up the rule book.

With the UN Climate Change Conference in December 2009, the onus is on the travel and tourism industry to put
sustainability at its heart to guarantee survival. Airlines are now engaged, marking a step in the right direction.

Being ahead of the curve on carbon emissions is a smart way to engage with the new, rational consumer. 5

Source: Euromonitor International
Note: Arrivals in volume, rest in value



world ,
travel

market

ExCel London 9-12 Nc¢

e s G ,.M;:;, Around the world in 4 days

Pop-up hotels

Concierge travel services
Female-only accommodation
The Obama effect

Asia tees off with golf tourism

Latin Americare-brands as a luxury destination
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North Americai Funemployment on the Rise

o As the Great Recession pushes unemployment rates to historic highs, some jobless embrace their situation by
becomi ng nf uthasewhd aseyurechployed but use their free time to pursue their interests.

e Once cash rich and time poor, the funemployed are cash poor and time rich, making travelling an enticing
option.

e Tempted by unprecedented travel deal s, this segmen
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Signs of optimism amidst bleakness Unemployment by Age in North America
« Within a year, the unemployment rate almost 2008

doubled in the US to reach 9.8% and is much higher

when taking into account those who have stopped Aged 35-39 Aged 40-44

looking for work or taken part-time jobs. 8.7% 8.8%
« The bleakness and long duration of unemployment Aged 30-34 Aged 45-49

. : 9.3% 8.8%
have been counterbalanced by optimists embracing

new-found free time. Most have severance packages
and savings to cushion the blow of unemployment.

Aged 50-54
Over half of those unemployed in North America are  Aged 25-29 7.4%
under the age of 35, mainly single, without children 12.2%
or a mortgage. Aged 55-59
Some companies are enlarging the funemployed 6.0%
pool by offering unpaid or even paid sabbaticals. Ag%d3§/0-64
In Canada, Deloitte launched international o
development fellowships for employees in January Aged 200-24 Ag2§g025+
2009, where participants receive a stipend and are 17.2% Aged 15-19
guaranteed a job upon their return. 15.7%

In the US, many law firms offer partial salaries for
those who take time off and stipends for newly-hired  ggrce: Euromonitor International
graduates to delay their start date.
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Hiatus holidays with prices not to be missed
e The dramatic drop in demand for travel has led to widespread discounting.
e Prices in 2009 are on average 20-30% lower than in 2008.

e Special promotions often provide even more signifi
and Starwoodbés 50% di scount .

o Some industry players are specifically targeting the funemployed to tempt them into hiatus holidays despite
their uncertain financial future, provided they have proof of job loss.

el Ntrepid Travel of fers the ALaid Off? Take Offl! o p
packages up to 31 December 2009.

o Customers find that the experiential travel packages available are less expensive than staying at home, or
even a traditional beach break, due to the lower costs of living in the destinations such as South Africa and

Egypt
e A collection of luxury villas, Recreo Costa Rica h
night to those booking a 4-night stay.

« Inthe US, Squaw Valley ski resort took 62% off the price of ski lift tickets to furloughed California state
employees who provided a pay stub or a state id.

» Former road warriors who travelled for business most days of the year are also cashing in loyalty points and
miles to travel as budgets are pinched.
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Obama inspires a call to service

o The grim employment prospects drove more people to consider international volunteer opportunities to
contribute to local communities, improve their job prospects upon return and experience a new culture.

» During his presidential campaign and inaugural address, President Obama promoted volunteering and called
on Americans to give back to their communities. Af
Serveo in partnership with the Corporation for Nat
volunteerism by making it easier to find opportunities, track their impact and create new voluntary bodies.

o For the year ending September 2008, the Peace Corps received 16% more applications over the previous
year. Although the average age of volunteers is 27, the Peace Corps saw a 44% increase in applications from
those over 50 years old in 2008.

o The majority of organisations require payment by volunteers to cover costs associated with the programme.
However, a few such as the government programme, Volunteers for Prosperity, help potential volunteers to
find grants to offset costs. Financial Services Volunteer Corps and International Executive Service Corps even
cover all costs.

10
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AnThe ALaid Off? Take Off! 0 promotion i s
to gain perspective, experience different cultures and focus on their job search
upon their return. o

Tiffany Richards, President, Intrepid Travel USA
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Opportunities for insight into future trends

Bartering with the funemployed, a price-sensitive niche, may allow small travel companies to improve their
services by hosting laid off travellers. Countries like Colombia, Peru and Ecuador will likely benefit from such
travellers seeking out new experiences on a tight budget.

They also serve as a target for extended trips, world cruises and long haul airline tickets.
Marketing to the funemployed in the offseason may be a means of increasing occupancy rates all year round.

This group provides an opportunity for the travel industry to expand its talent pool as people use their time to
travel frequently and aspire to work in the industry especially in the green economy.

Creating funemployed packages with discounted products may also prove worthwhile, although it is important
to include a volunteer aspect as the fortunate enough to travel like to give back.

As the funemployed rejoin the workforce, it is likely that companies will need to offer sabbatical

programmes, not only to promote loyalty, but to also give employees the opportunity to develop their skills. In
the absence of sabbaticals, career breaks are likely to become more commonplace as workers decide to take
part of their retirement early to travel and prolong their retirement. This will offer travel players the chance to
partner up with employers to offer tailor-made solutions.

Laura Rich of Recessionwire.com sees the recession as resetting values as people re-evaluate their spending
habits and careers. The funemployed may be an opportunity for the travel industry to understand these
consumer shifts to prepare for the future impact of high unemployment rates on the travel industry.

12
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Future outlook T re-evaluation of priorities

Despite signs of stabilisation in the North American economy, the region is expected to see a decline in real
GDP growth of 2.7% in 2009 followed by a meagre 1.5% growth in 2010. As a lagging
indicator, unemployment is expected to reach a peak in 2010 before slowly declining.

However, it is expected to remain at historic levels in the next five years. This will keep the average duration of
unemployment high as well as cause the pool of funemployed to grow in the short term.

Recessionwire points out that long stints of unemployment can drain resources and lead to fewer funemployed
travelling. In the long term, the change in attitude towards unemployment is likely to leave its mark on the
workforce, resetting values as people re-evaluate their spending habits and careers.

After 2010, it is expected that the employed population will return to growth and reach its 2008 level in 2013.
As employment recovers and boosts confidence, it is likely that demand for travel will rebound.

However, businesses and consumers are expected to remain price sensitive and cautious about their travel
choices with conscientious consumerism prevailing.

Budget players in bus, hostels, hotels and campsites were upgrading their facilities and design prior to the
economic crisis as a means to compete with their luxury peers and offer affordable luxury to ever-demanding
consumers. It is likely that renovated budget players will benefit in the long term as both employed and
unemployed travellers stick to their cost-conscious travel habits during and after the economic recovery.

14
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Funemployment on the rise

Concierge travel services

Female-only accommodation

The Obama effect

Asia tees off with golf tourism

Latin America re-brands as a luxury destination
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UK T Pop-up hotels

The global economic crisis, triggered by financial and housing market problems, has badly affected the UK
with its economy predicted to contract by just over 4% in 2009.

The credit crunch has decimated consumer confidence and expenditure is falling, marking a shift towards
more competitively-priced hotels. With the housing market down and foreclosures way up, new pop-up hotels
create an opportunity for travel accommodation providers to offer affordable, high- quallty yet unique hotel
experiences. , ;

The pop-up design appeals to guests with their innovative and mobile
structure, flexible room design and environment-friendly attributes.

The arrival of a temporary structure enhances the appearance of
dilapidated urban areas, boosting tourism growth, sustainability and
competitiveness.

Temporary hotels are based upon pre-built units, incorporated into a steel
frame which can be easily demolished. Benefits are gained by cost
efficiencies by reducing building time by almost 50% compared to
traditional methods as well as minimising noise, waste and hassle.

Pop-up hotels are also portable which transforms them into an ideal
choice for festivals, sports and outdoor events, addressing demand in
peak seasons. They can also be reused as separate units to house
families in impoverished areas.
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Pop-up craze is the new pin-up Forecast Domestic Tourism in the

e Other industries are already leading the pop-up charge with UK 2008-2013
gusto and are taking root in unconventional places - 120 T T3
warehouses, empty rooms and rundown, old houses. | 5

« The craze is already popular in retailing with Comme des 100 T
Garcons (http://www.querrilla-store.com), foodservice S T 1
(www.themoveablerestaurant.squarespace.com), cinema = g0+ <
entertainment (www.cinema4l.qgolfstromen.nl) and the art % T O <
world (www.picturesonwalls.com). = 60 L 1 2

e The popularity of pop-up restaurants in private homes is S 3
growing strong, offering a unique experience with celebrity & 1 T -2 §
chefs that welcome guests into their homes at a price, for = 40
example, Jo Wood. Famous chefs - Mosimann, Stevie = T3
Parle, Joseph Trivelli, Nuno Mendes - launched pop-up 20 T, | 4
restaurants in London. I I I I I I

o Pop-up hotels are expected to be particularly popular with a 0 - : : : : : -5
wide consumer base from generation Y and Z to baby 2008 2009 2010 2011 2012 2013
boomers, fAtransumerso, younger consumer groups and
environmentalists. Transumers are attracted to products w= domestic business domestic leisure
because of the experience of consuming them, rather than business % growth  —<leisure % growth
ownership. Source: Euromonitor International

17
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Pop-up pioneers

e M-house and M-hotel (www.m-hotel.org) is a concept
introduced by the UK architect and Creative Director of M-
hotel, Tim Pyne. The hotel structure consists of individual units
which are included in a steel construction. The M-hotel is
tailored towards corporate customers for a rental period of up to
3 months. It is regarded as a semi-permanent structure
remaining for 7-10 years in the location where it is built. The first
unit is expected to be based in Hoxton, London, and due to
open in late 20009.

o Travelodge (www.travelodge.co.uk) joined the modular trend
with the launch of a hotel in Uxbridge, in August 2008, built from
steel containers constructed and fitted in Shenzen, China. By
using this fAmodul ar buil do tec
only greater efficiency in terms of operating costs, but also a
speedy construction within 20 days. Travelodge plans to build
nearly 40 hotels per year by 2020, of which half are expected to
be based upon the new construction approach
which, surprisingly, will only be rolled out in the UK rather than
internationally. Prices will be in keeping with standard pricing, at
£29 or less per room.
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Pop-up goes international

e Elquidomos (www.elquidomos.cl) (Chile) is a pop-up hotel comprising geodesic domes specialising in
astronomy, at an average rate of £60 per day. Each dome is based on a platform which has a bathroom, small
living room and a raised bed area. Such pop-up concepts in long-haul destinations will benefit from the strong
resurgence in camping amongst price-sensitive UK travellers seeking adventure.
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