Tourism Intdligencel nternational | SSN 1023-0122

Tourism Industry Intelligence

Strategic Information for Decision-Makers

Destination USA

October/November 2001

US$85 billion in
receipts

Receives the
second most
visitors worldwide

Canada and Mexico
generate the most
tourists

Purpose of visit

Length of stay

What's| nade: -

* Market & Consumer
Trends

* Hotd & Resort Trends

* Focus: TheUS
Family Market

* Impact of Terrorism
on World Tourism

* Trendsto Watch

» Technology Update

TheUSA isthenumber onetourism earner worldwiderecevingjust
over US$85 billion from international tourism in 2000. The US
resident travel accounted for US$476 billion in 2000. Tourismis very
important to the US economy, contributing 7% of US Gross Domestic
Product (GDP) in2000. Thetourismsector directly employs 7.8 million
personsand 11.5millionindirectly. Thisaccountsdirectly andindirectly
for gpproximately 1 out of every 7 USresidents empl oyed in the sector.

The USA is the second most visited country worldwide receiving
nearly 51 million visitorsin 2000. Thisrepresents 7.3% of theworld’s
arrivas. TheUSA has posted aconsistent trave tradesurplus since 1989
since US trave lers spend less abroad than its visitors.

Canadaisoneof USA’smgor markets providing 14.5 millionarriva sin
2000. Mexico is USA’s second largest market generating 10.3 million
arrivasin2000. Intermsof international arrivalsthetop fivetourist
generating countries were Japan (5 million), followed by UK (4.7
million), Germany (1.7 million), France (1 million) and Brazil (0.7
million).

The main purpose of trave to the USA was for holiday (49%),
followed by business/professional reasons (24%), conferences/conven-
tions (6%) and visits to friends or rel atives (17%).

Overseasstravel lers’ averagel ength of stay was 15 nights with accommo-
dation representing ama or expense. Shopping (89%), dining in restau-
rants (83%), 9ghtsee ng in cities (45%), anusement/theme parks (33%)
and visits to historical places (33%) werethe top five main activities.

Top states for Thetop five states for domestic and international

. spending for 2000 were California (US$71.4 b),

spending Florida (US$55.8 b), New York (US$36.3 b),
Texas (US$33.1 b) and Illinois (US$22.1 b).

Future Since the September 11 terrorist attack on the US
rospects Tourism Industries have revised its forecasts.
p p International arrivalsto theUSar efor ecast to

declinein2001(-12.6% ), but will begintorecover
in 2002 (4.3%), and then grow by over 7 percent
per year through 2004. Europe will continue to be
the top tourism generating oversess region, but
visitor arrivalswill be down substantially in 2001
(-21%). Arrivals areforecast to return nearly to
2000leve s(11.4 million arrivals) by 2004. Asian
arriva s will declinein 2001 (-19.8%), but return
nearly to 2000 levels (7.5 million arrivas) by
2005. Itisforecasted that the 50 million mark will

be crossed again in 2003.
Source: Trave Industry Assocation of America, TourismIndustries, 2001
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Market & Consumer Trends

UK tourists spend UK tourists spend an average £900 on their holidays, according to

an average £900 on  Goldfish, acredit card company. A separdte survey reveded 1in 2

their holidays people would liketo travel the world or take aluxury cruise when they
retire, according to Marks & Spencer Financial Services.

US households on The number of homes in the US wired to the Internet is increasing,

the Web reved s anew US Census Bureau report. Of dl US households, 42%
could logontotheWeb in 2000, a difference of 24% from 1997. One-
third of al adults, 18 years and older, and one-fifth of al children, ages
3 years to 17 years, use email. More than haf of the country’s 105
mil lion househol ds had computers.

US airlines US arlines have stepped up their advertising campaigns in an effort to

attracting travellers lure back passengers. Ddta Airlines has offered free round-trip
ticketsto New York City and other airlineshave cut their pricesby
50%. In addition, airlines have reduced the number of frequent flyer
mil es required for a freeticket for use within conti nental USA.

Hotel & Resort Trends

UK holiday book- UK holiday bookingshavedeclined by 20% leadingtravel agentsto

ings down cut ther prices. However, price cuts havefailed to attract customers,
who fear the potentid for war. Bookings for faraway holidays have
fdlen by 16% since September 11, 2001.

Year 2000 — the best Thelodgingindustry’smost profitable year ever was 2000. Hotelsand

year for hotels motels rang up $24billion in pre-tax profits, or 9% more than in
1999, according to L odging Industry Profile Statistics released by the
American Hotel & Lodging Assn. Tota industry revenue rose from
$62.8billion in 1990 to $108.6billi on in 2000.

Radisson SAS Ho- Radisson SAS Hotels & Resorts’ opened itsfirst property, a 328-
tels & Resorts goes room hotd, in Sharm El Sheikh, Egypt. El Dahabia, an Egyptianfirm
for Touristic Resorts, ownsthis $45million hotel. This firm aso plans

for Egypt to have 10 hotels in the country by 2003. The group will add hotels in
Tabaamd Hurghadain 2002 with another in Al Quesir by 2003.

Challenges facing Leveraging new technology and attracting talent are seen as the

European hotels main challengesfacingtheEuropean hote industry, according to the

delegates of the 3¢ Annual European Hotel CFO forum The need to
createsustainabl eand profitabl emoddsfor trading in theNew Economy
to ded with: the changing nature of the consumer and product compe-
tition; and the ability to attract available capital and dis-intermediation
of traditi ona booking channelswereconsidered to bethemost important
issues facing theindustry. Theneed for competitive remuneration,
clear car eer prospectsand acorporateculturethat embracestalent
weresome of the other components debated by theforum.
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Focus: US Family Market

93.6 million strong Family vacations are, vacations 100 miles or more avay from home with
other members of the household. In the USA, families travelling on
vacation make up oneof the largest segments of the travel market. Inthe
year 2000, thetota number of family travel erswas93.6 milli on adults and
accounted for 72% of tota vacation trips according to the Better Homes
and Gar dens Mar ket Report.

Traditional families The traditional definition of families as headed by married couples is
h . changing. Listed below are the different categories of family households
changing inthe USA as identified by the National Tour Association in 1997.

A range of family  Familieswith children: Just under haf (34.8%) of al householdsin
households the US, were families with children under 18 years. N
» Grandparent Households: This segment comprisesfamiliesheaded
by or including grandparents.

* Coupleswithout children: Morethan hdf of familiesin the United
States (36.1 million) have no children under age 18 living a home.

* Gay/Leshian Households: Thisis regarded as anew type of family,
but the exact population is hard to accurately estimate even as the
number of open couples appear to be growing. Many gay families
include children from previous relationships.

Families with Families travelling with children are the largest segment of the family
. market, representingjust over half of all vacati ons (54%) in 1998, Trave
children the largest Industry Association of Americareports. The family market hasawedth

segment of potentiad. Consider the profile:
; i Average Age 44 years

us fam”y proflle Married Couples 73%
3+ persons living in household 63%
2+ wage earners in household 49%
Somecollege attended 73%
Collegegraduate or more 42%
Professiond and managerid occupations 31%

Household occupations with income greater than $50,000 44%

Length of stay Families spend up to US$1,000 per trip on average. Family vacationers
spent an average of 7.4 nights on holiday in 1998. Threeto seven night
stays were most popular with 56% of the family market.

Value for money is  Inchoosing afamily destination themost critical factorsfor familieswere

itical vauefor money which ranked highest at 92%, variety of thingsto do came
critica aclosesecond at 91%, whil eactivitiesfor childrenwasrated next at 87%
according to the Trave Industry Association of America.

Popular activities The most popular holiday activities for families are visiting theme parks,
natura attractions, and educational trips. Emerging trends in this market
show increasing interest for eco-tourism.

New trends New trendstowatchinthe UStravel marketistheemergenceof new types

emerain of family travel. Multi-generationa trave is aready developing into a
ging significant niche in the market, but increasingly, new types of family

grouping such asfathersand sons, adult sistersand brothers, and mothers

and daughters are going on vacati ons together. New choices, packages

and services will therefore be required to serve these emerging niches in

the family market.

Source: Travd Industry Asociation of America, Better Homes and Gardens and Family Travel Network.
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| mpact of Terrorism on World Tourism

Thetourism
industry is resilient

Brits are hardy
travellers

Different
consumers react
differently to
terrorism

Services related to
security and safety
have the highest
recovery rate

Theunprecedented attacks of September 11 arehaving profound i mpacts
on the travel and tourism sector worldwide. However, the travel and
tourismindustry has been resili ent, consistentl y recovering fromthe Gulf
War in 1991, the Asian financial crisisin 1997 and the K osovo Conflict
in 1999, and it will certainly recover from the terrorist attacks of
September 11, 2001. Within one year of any mgor crisis, the tourism
sector recovers. Tourism Intelli gence I nternational forecasts that i nterna-
tiond tourist arriva swill conti nueto grow and by 2005, an estimated 809
million personswill travel, even taking into account the terrori st attacks.
However, recovery is likely to take longer in the US.

Different tourist generating markets react and recover differently from
others. The most resilient market has been the British market, foll owed
by the Germans, the Americans and the Jgpanese. The British can be
considered to bethehardi est of dl travel lers. Germanstoo aredetermined,
whilethe A mericans and Jgpanesetend to bemore cautious and reserved.
Ittook the British only eight months [after the Gulf War] beforearrivd s
tothe Middle East reached pre-war leve . It took the Germansafull year
to recover travel levels to the Middle East and it took the Americans and
Japaneseafull 19 months! Theclear messageisto focus marketi ng efforts
onthehardy Britishtrave ers, the market that is expected to recover first.

Different consumers d soreact differently towar and terrorism. Tourism
Intelligence Internati ona developed four typologies of tourists - Tradi-
tionalistsarethosetravellerswho arehappy totrave to the samepl ace a
the same time for the period, desire security and seek the familiar;
Restrainersaretravell ers constrained by time, money and family obliga-
tions; Adventurers are the “been there, done that, where to go next”
group, who are happy to takea persond risk but will avoi d troubl espots;
I ndividualists are the most informed and knowledgeabl e of the catego-
ries, are awdl-travel led group with money to spend. The individualists
will be most resilient in uncertain times. Travel suppliers need to seek
out, find and target the Individudist, while exploiting opportunities
among the bargain-hunti ng restrai ners and the adventurers — once you
can assurethel atter that it issafe to travel. Adventurersare comfortable
with taking personal risks but are loath to travel where they may face
events that they have no control over, e.g. those of apolitical or terrorist
nature.

Services related to safety, security and i nsurance have the highest recov-
ery rae. In fact, these sectors will boom. In addition, the leisure and
adventure travel markets will have a higher recovery rate than the
business incentives and conference travel markets. To a large degree,
there are substitutes to business travel in telephone cals and video
conferencing. In addition, many of thesetrave decisions are made by
corporate entitiesrather thanindividuas. Assuch, especial lyat atimeof
economic slowdown, travel that is not absolutely necessary will be
avoided. However, whereconsumers deci dethemsel ves, travelwill have
amorerapid recovery leve.
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Consumers will
more likely travel
closer to home

Cooperation is key

Resumption of
travel is the part of
therecovery
process

Protectionism is
not the answer

Extraordinary
situations require
extraordinary
measures

Increasing paid
leave is important

Consumerswill be lessrd uctantto give up their holiday travel. They are
certainly more likdy to substitute desti nations and travel closer to home
and within the region, rather than give up travel altogether. Indeed, for
many developed societies, travel and |eisure have become very much a
basic necessity. And equally, during these uncertain times, with high
stressleve s, theneed totake time off to rest, relax and recuperate iseven
grester than before September 11.

In terms of strategies in these uncertain times, cooperation is key. Now,
morethan ever, different players and interests need to get together to fight
the same baitle of getting customers to start travelling again. Most
important, the global industry needs to get together to restore consumer
confidence.

It is important that Americans wake up! Americans need to realise that
staying home and not travelling and not buying as they used to is bound
to create theexact samesituati on that they fear: morecut backs and more
unemployment. It is important that the travel and tourism industry is
united in its message to all Americans — that it is only by resuming
norma activitiesthat economi crecovery will come. Resumption of travel
IS an important cornerstone of the recovery process.

Protectionism is not the answer. There are many proposed initi ati ves to
encourage Americans to travel. Such include tax breaks on spouses
travelling on businesstrips, etc. It isimportant, however, that the travel
and tourism industry unite to insist that such tax write-offs should not
only be gpplicabl e to travel by Americans within America, but trave by
Americans anywhere.

Findly, extraordinary situations requireextraordinary measures. TheUS
Government must not adopt stop-gap measures, but must seek to intro-
duce measures that will have lasting and far-reaching impacts. The
American Government must encourage Americans to resume and even
increasetravel. Onemagjor factor that will influencetravel inthelong term
is paid | eave.

Already Americans have apatry two weeks of paid holidays compared
with four to five weeks in Britain and a full six weeks in Germany. A
strong private sector/government partnership to provide more pad
holidaysfor Americanstotravel both in Americaand abroad seemsto be
exactly the kind of extraordinary measure to ddiver permanent and
speedy turnaround in the current situation. By targeting one of the most
important factorsthat influencetravel , and a lowing free market forcesto
do ther job, the results attained will be far better than any subsidy to
arrlines or other establi shments can achieve.

Source: Impact of Terrorismon World Tourism—TourismInteligence International
November 2001. Contributors: Smon Greenbury, London; Marcdla Martinez, New
York and Dr Auliana Poon, Germany.
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Trendsto Watch

Dollar goes mobile Dollar Rent A Car isimplementingawireless|nternet ser vice for
customersusingcdl phonesandpocket personal computers. Cedll
phoneusers and PC wireless users can access www.mobil e.dollar.com
to make reservations, check rates, etc.

Travel closer to home Americansremain nervous about travelling internationally and
are likely to seek vacation alternatives closer to home, reveded
Yesawich, Pepperdine & Brown’'s US nationa survey of 800 adult
travellers. US leisuretravell ers who said the terrorists events would
not change their travel plansincreased to 73% in October compared to
63% in September. Only 10% of le suretravel erscancdledther trip
since September 11. Thosetravel lerswho did indicatethat they would
change their travel plans cited concerns about the economy as the
magor reason. Also among theseadults, 71 % said that they would take
fewer internati ond trips, and 68% said that they were now morelikely
to vacation closer to home than prior September 11.

Lastminute.com and L astminute.comhasagreed toaworldwidemarketingpartnership
. with German airline Lufthansa. The German carrier will set-up
Lufthansalink up exclusive discounts and packages for the European and South African
sites run by Lastmi nute.com. Lastmi nute.comwill promote Lufthansa
viawebsite banner adverti sements and its e-mail newsletter.

Mini-shops on board CIL, aduty-free design consultancy, sad that mini-shopson board
airplanes could revolutionise shopping in the sky. Retailing on

airplanes board aircraft has remained unchanged, attracting just 7% of the
$20billion (£13.8billion) worldwidemarket, while duty-freeonground
has evolved considerably in the past decade.

The largest cruise P& O PrincessCruisesand Royal Caribbean cruiseare planning

to merge, creating the world’s largest cruise company. The
combined company when merged will have the youngest fleet in the
industry with41 shipsand afurther 14 shipson order. Together thetwo
compani es served over 3 million customersin 2000. Roya Caribbean
and P & O Princess havecurrently establi shed ajoi nt ventureto target
customers in southern Europe.

company will emerge

Technology Update

Lastminute.com L astminute.com claimsthat itsbusinesshasremained unaffected
largely unaffected by sincetheattackson theUS Lastminute.com saysthat it will deliver
aftermath of US aminimum overall transacti on value of £45million in the 4" quarter.
attacks Lastminute's exposure to the US travel market is very low.

Lastmi nute.com, an Internet company, has grown to 170 staff in the
UK and 600 globdly. Thiscompany hasdiversified itssectorsandis

continually including new products, such as sdlf-catering holidays and
ca hire.

Tourian Tndustry Tnielligenceis edited by travel and tourism industry analyst Dr Auliana Poon, and published monthly by Tourism
I ntelligence | nternational (Germany and Trinidad). This newsletter is avail able via e-mail or post. © All rights reserved. No part of this
publication may bereproduced, storedin aretrieval sysem, or transmitted i n any formor by any means, el ectroni ¢, mechani cal, photocopying,
recording or otherwise without the prior permission of the publisher. Quotation from the publication is allowable with appropriate credit.
Subscriptionrate: US $189.00 per year. Individual copiesUS$50. Address subscription ordersand enquiries to: Cari bbean FuturesLtd., US
Box No. 032, P.O. Box 025698, Miami, FL 33166-6503, USA or 50 Richmond St Port-of-Spain, Trinidad, W.I. e-mail address
futures@tstt.nettt Tel #: 868-625-4443 or Fax #: 868-625-4420 ; Germany Fax #: 49-521-163-834.




