Tourism Intdligencelnternational | SSN 1023-0122

Tourism Industry Intelligence
 Stalcgicinfoimationfor Decision Makers

Strategic Information for Decision-Makers

Prospects for the German Market in 2001 February 2001

Good growth
projected

World’s largest
travel market

Growth in
outbound travel

Trends 2010

What's | nsde: -

Destination Watch

e Technology Update

« Hotd & Resort
Trends

* Focus: The Gay
and Lesbian Market

o Editorial

 TrendstoWatch

Germany will see economic (GDP) growth rates of 2.1% in 2001
predicts the Economist. Periods of ragpid growth of travel abroad tend to
coinci dewith peri ods of good economic growth. Theunemployment rate
is still relatively high at 9.2% and nearly double in the former Eastern
States.

Germany is world champion in terms of trips and nights spent
abroad. It is second only to the US in spending. Germany’s potential
travel ling popul ation is conservatively estimated a 63 million — larger
than the absolute popul ati on of any single country in Europe. 1n 1999,
Germansspent DM87.5billion on trave abroad, setting a new record.
Expenditure on travel abroad is estimated to increase by afurther 4% to
DM94.8hillionin 2001. In 2000, morethan three-quarters of al Germans
would havetaken at | east one holiday per year. German tr avel demand
hasbeen fudled by astrongeconomy; high incomes; ax week sof paid
holidays; the avail ability of new destinations (South Africa, Eastern
Europe, China); i ncreased travel experienceand thesheer desiretotravel
abroad.

The German outbound travel market is set for steady growth with
significant structural changes in demand over the next decade. The
market for long holidays (5 nights or more) is set for 3% annual
growth to some 80 million trips whilethe number of short holidays
will al so grow to some 80 million, FUR forecasted.

German consumerswill takemorefrequent but shorter holidays, will
travel moreoutsidethetr aditional season and will seek new forms of
holidays. Significant changesinthetypeof holiday-maker and hisor her
motivationto trave will emerge. “Everything will bemoredifferenti ated,
morefragmented and segmented: target groups, products, moti ves, travel
patterns,” FUR predicts.

The major trends over the next decade will be:

More halidays, shorter says, less seasonality;

New target groups will emerge;

Travel motivation will diversfy morestrongly;

Long-haul destinations will grow faster than short-haul;

M ore tour operator-organised holidays, moreair-based packages; and
More modular holiday products.

Of the various kinds of travel, thefuture outlook for health holidays
and city tripslook excellent. Both of thesetypes of holidays hold about
9%-10% of the German outbound travel market with growth potential in
the vicinity of 7.5 million trips. Germans are also expected to holiday
abroad in sunny desti nati ons during thewinter. The potential for all-
inclusives look very good as TUI, Germany’s largest tour operator has
launched for summer 2001 its cata ogue dedi cated to all-inclusives — a
first for Germany.

Sources: How Germans will Travd 2005, FUR Trendstudie 2000-2010.
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Destination Watch

Peace park to be
developed in Africa

Mexico booms

Technology Update

Imagine a transfrontier park bigger than Portugal. 1magine the
beauty of 10,000 eephants now free to roam 20,000 km, moving
acrosstheinternational bor der sbetween Mozambique, South Africa
and Zimbabwewherefenceshavebeen r emoved. Anagreement was
signedby M ozambique, South A fricaand Zimbabwefor the development
of a100,000 acre-peace park. The aim of this transfrontier park is to
promotebiodiversity conservationonaregiond basisacrossinternationa
boundaries as well as socio-economi c upliftment of rurad communiti es
living in and around the park.

During the first 7 months of 2000, Mexico welcomed a record 12
million visitor s,a4.3% risefrom 1999. Visitorsto the country spent
gpproximately US$5 billion during this period at hotels, restaurants,
stores, attractions, cultural institutions and countless other locations.
Arrivalsby air rose10% to4.7 million and cruisepassenger arrivals
rose 11% to 200,000. This performance can be partly attri buted to the
US$10 million promotional campai gn.

In-flight technology

France leads in
online travel
bookers

EasyJet plans to end
telephone bookings

Thefirst in-flight e-mail facility will take off this year and travellers
will be able to use their mobil es in-flight to surf the Internet on their
laptops. Membersof thel5 carrier Star Allianceclaim that they will
be able to offer passengers this service following a technologica
development last year that will provide a line between members’
different computer systems.

Almost half (44%) of I nternet usersin Francebought leisuretravel
over the Internet during 2000, according to e-commerce news site
eMar keter .com. This compareswith 7% of UK Internet users and 2% of
Germans. Inthe US, 9% of Internet users bought travel online. During
1999, onlinetravd, transport and tourism accounted for 17% of all
onlinesalesin Europe. Only computer hardware was a more popular
online buy, accounting for 24% of a| sales.

EasyJet plansto end itstelephone booking servicewithin the next
month in an effort to cut costsand ishopingtoforce all itsbookings
on the Internet. Tickets booked via the Internet are chegper for the
customer and thetransaction is much cheaper for theairline. Thismove
followsEasyJet’ sannouncementthat passenger numbershaveincreased
by more than one-third over the past year.

Hotel & Resort Trends

Big Apple Hotels
had a record in 2000

Biggest-ever budget
hotel for UK

Big AppleHotd s had abanner year in 2000, recording their highest 12-
month occupancy in more than half a century and their highest
ever-averagedaily roomr ate, according toastudy by PK FConsulting.
Occupancy at theapproximatdy 100 hotelssampled was84.6% last
year, up from 81.2% in 1999. Theroomrate contributed to anincrease
In revenue per available room of 12% in 2000, compared with 1999.

Whitbread i s planning to develop the bi ggest budget hotd in the UK:
The614-bedroom,US$585million Trave I nnat L ondon’sHeathrow
airport will alsobethethird largest in Europe. Thehotd isexpected
to open in 2002.
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Focus:. The Gay & Lesbian Travel Mar ket

A lucrative market

Propensity for
travel

Preferred
vacations

Strong Internet
users

Implications for
travel agents

What gays and
lesbians look for?

Favourite vacation
spots

Future prospects

Thegay and lesbian market represents10% of thegener al tr aveling
population and a US$47.3 billion market. Gays and leshians spend
USS$17 billionontravel every year, according to the Inter national Gay &
Lesbian Travel Association (IGLTA). Consider that this market has:

High digposableincome;

High propensity for foreign travel;

Sophidticated taste, strong interest in arts, culture and food,

A tendency totravel in same-sex couples or small groups;

Potential for alarge group movements to key events example Euro
pride; and

* A great degree of brand loyalty and responsveness to advertisng and
dired mail that acknowledges their preferences.

The gay and lesbian market ranks as the sscond-larget group of
minority travelers after African Americans and behind L atinos and
Adans. They have more dscretionary income for travel Snce most do not
have children. Eighty-five percent of gay and lesbians traveled in 2000
compared to64% in 1999. In addition, 36% todk threeor moretripsinthe
lagt 12 months and 15% took a cruise.

Gaysandleshianstendtovacationi ngroups They travel in couplesorinlarge
groupsto attend gay conferencesand events They are a'so big on adventure
travel and eco tounam (19%) and also enjoy H T arrangements (81%).

About two-thir ds (65%) of gayand lesbiantravelersusethel nternet as
their primary resour cefor travel information, muchhigher thanany other
group. Word of mouth however, is the srongest conduit for information
among gay travelers

Travel agentsarelikely to benefit significantly fromthegrowth of thisniche
market. Approximatdy nine-tenths (89%) of gay clientspurchasetrave
through r etailers. Agents who service thismarket mus have a long-term
gpproachand sl gay-specific productsandservices, or maingream products
that are cusomized for the gay and lesbian travel market. Gay and lesbian
travellersconfirmed that the most successful suppliersand agenciesarethose
that give back to the gay and lesbian community through charity and
volunteer service, according to arecent poll by Travel Association Group.
Gay and lesbian travedlersused atravel agent in the pag year because
they like to support gay-friendly companies and services as wdl as
reaffirmwhatthey findonline, comparedwith42 percentof Sraighttravellers

Gay andlesbiantravelerslook for a“ gay-friendly environment” . They
want to be confortable and not have to be bothered by negative attitudes
while vacationing.

Some of the most popular vacation spots are: Quebec City, Montreal, San
Francisco, LosAngeles, Miami, Puerto Valarta, Mexico, Audrdia, Hawaii,
Germany, Thailand and France.

Associ ety becomemore accepting of gaysand leshians, thereisno doubt thet
this niche market will grow. Already, many dedinations are beginning to
push thismarket segment. For example, theBritish Tourigt Authority (BTA)
Isin theforefront of aggressvely marketing to gayswith an enhanced gay-
ecific website and participation at gay consumer shows and prideevents.
TheFrench, Germans, Netherlandsand Swiss areon the hedlsof the British.

Sources: Travd Weekly, Advocate (The National Gay & Lesbian News Magazine), Trave Agent Magazine.
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Editorial

The dot.coms no longer appear to be the darlings of City investors. Travel Trade Gazette questions
whether the dot.com bubbl e has burst reporting on the latest casuaty, dreamti cket.com, that fail ed to
raiseUS$12 million from some 90 potential investors. And City analysts do not believethat dreamti cket
will bethelast of the casuaties. Does this mean the end of internet bookings or that traditionad travel
suppliers need not worry about internet startups? Thetruth of the matter isthat theclient of the internet
tend to be rather differently profil ed than theclient of thetraditional tour operators. Tour operatorsthat
have placed ther offeringsonthenetreport low saesand sades of package components rather than full
packages. Thisis not surprising. On the other hand, the new internet companies seems to be reaching
the ‘new’ clientele with modular offerings, but do not have the credibility and reputation to bresk into
the ‘old’” market. This is perhaps why the dliance between lastminute.com and Thomas Cook are
definitely steps in the right direction.

Trendsto Watch

Summer 2001 Holiday
sales off to a slow
Sstart

Healthcare in the air

Hotel luxury is key to
favourite vacation
spots

Thomascook.com
and lastminute.com
in dotcom
partnership

Caribbean Hotel
Association plans
auction on the
Internet

January sales of Summer 2001 holidays have gotten off to a
sluggish start, despitediscounts of 50% on selected holidaysinthe
UK. Thisslow gart has been partly attributable to poor westher and the
public’ s distrust of high discounts.

AmericanAirlineslaunched SKY CAREthat will provideregistered
nurses for travellers who need limited medical attention or care
during ther flight. Thetraveller will haveto buy adjacent sests for
himself and thenurseat 30% off thefull fareand will aso pay an hourly
feefor the nurse.

Itisincreasingly thehotel, not thedestination which determineswhere
onegoesonvacationaccordingto Kuoni Travel. Luxury accommodation
is driving consumer choice. The hotel is very i mportant i n choi ce of
destination either for its architecture, cuisine, service or sheer beauty
and facilities.

Thomascook.com and lastminute.com have announced a
partnership deal, which will operate on atria basis until May. The
deal will see thomascook.com become one of lastminute.com’s *first
minute travel partners. This means that customers who visit
lastmi nute.com looking for a holiday more than six weeksin advance
will bedirected to ajoint siteshowing millions of holidays avai lableon
thomascook.com. Inreturn, lastminute.com will offer productssuch
as ‘theatretickets, restaurant bookings, gifts and experiences’ to
thomascook .com’ s customer s. Thomascook.com will also be one of
lastmi nute.com'’s preferred flight partners.

Caribbean Hotd Association unveled plans to auction room
nightson thelnternet toprovidefundingfor aregional mar keting
plan. Thepilot phaseof the programinvolvesthevoluntary participation
of 12 - CHA member hote groups and compani es. Each will contribute
US$25,000 or 550 room nights to fund the program.
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