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In 2002, there were 24.2 million overseas visitors to the United
Kingdom, a 6% increase over 2001 figures. The British Tourist
Authority (BTA) anticipates that inbound visits and spending in 2003 will
increase by 3% to 4% on 2002 figures. BTA’ sforecasts are based on no
further signifi cant acts of terrorismor other unpredictableevents (such as
foot and mouth/SARS).

Revenuefrom overseastouristsin 2002 was US$17.7 billion (£11.8
billion) a 4% increase on 2001 revenue. Domestic tourism generated
US$31.2 billion (£20.8 billion) in revenue.

Britain receives around 4 million American visitors every year,
contributing on average U S$3.5 billion (£2.5 billi on) to the UK economy,
making them the inbound tourism industry’s single most important
market. Thestrong marketsfor Britai n arethosethat areclosest - Western
Europe with excel lent ar connections to the regions of Britain.

While prospects for most | ong haul marketslook increasing positive, two
factors affecting travel to Britain from these markets are security and
safety concer ns and the economic environment, both of which are
shifting travel patterns in some markets.

New VisitBritai nisanew tourism body formed on April

initiatives 1, 2003 to market England within Britain and
Britai ntotherest of theworld. It isspearheading
a new campaign to be launched in May/early
June worth approximately US$3 million (£2
million) to attract US visitors back to Britain.
Britainwill alaunchaTV marketing campai gn for
England, afirstin ten years.

Future Internati ona eventsarecurrentl y having anegative

prospects effect on inbo_und tourism, however the longer
term outlook is much better. For the Easter
period,VisitBritainestimatesthat UK residents
will take 2.6 million trips of onenight or more
in England resulting in expenditure of US$600
million (E400 million). The British Tourist
Authority will create eight regiona hubs around
theworldfor customer contact by email, internet,
telephone and ‘wak-ins'.

Source http:www.visitbritain.com/uk, 2003
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Market & Consumer Trends

Terrorists cannot Americans are staying home in droves. Demand for air travel both
find me here international and domestic has falen to |eve s not seen since the 2001

terror attacks, according to Air Transportation Association. In fact,
cancellations have sometimes actually exceeded bookings. Many
Americans are choosing ‘Plan B’, for example, one American going to
M ontanai nstead of Europesays“terrorists cannot find mehere”. From
secluded retreatsto second-fiddleamusement parks,moretravel ers
thisspringareoptingfor vacationscl oser tohomethat areconsidered
safeand off thebeaten path. Popular destinations suchasLos Angeles
and Orlando have hotd occupancies down 10% over the last year.
Instead histori cand cultural parkswithin driving distance of urban areas
aredoing particularly well.

Great desire for Themajority of American trave ler splan tovacation within the US
: during the next year, taking a combination of short and long trips
V&_llue’ family and accord‘cfng to ne\B//v independgent poll commissioned by Travglocirt)y.
friends Americans are shifting to the more traditiona vacation — seeing the
country and spending time with family and friends. Eighty-eight
percent plantotravel withinthe US morethan 200 milesfrom home, up
from 82% in December, and 61% planto takeatrip within 200 miles, up
significantly from 42% in December. More travelers now plan
specificaly to spend leisure trips with family and friends, up to 42%

from December 2002.

Destination Watch

South Africa is most SouthAfricaisnowtheworld’smog soughtafter tourist destination
with over 6 million touristsarrivingin thecountry in 2002. Overseas

sought after tourist arrivals have increased by 20.1% (over 1.8 million). Theglobal

destination awareness created from the hosting of the World Summit on Sustain-
able Development, the ICC Cricket World Cup and the va ue-for-
money deals will enhance it chances at maintaining this position. The
United Kingdom (442,910 arrivas) and Germany (248,990) are the
leadi ng European markets for South Africa

SARS hits Hong Hong K ong has been hard hit by the outbreak of SARS (severe acute
Kong hard respiratory syndrome). The outbreak hasled to masscancd lations of

flights, packagetours, conventionsand busnesstrips. A worldwide
travel advisory by the World Health Organisation agai nst traveling to
Hong Kong and China s Guangdong province as forced Hong Kong to
halt all marketing promotions, and to save its resources for a blitz
campaign once things start returning to norma. Occupancy rates
plunged 30% and Hong Kongcould lose US$256 milion in tourism
revenuein the next two monthsaccording to Morgan Sanley. While
there isoptimi smthat thingswill return to norma, the next few months
will be tougher than anything they have ever experienced including the
events of September 11 2001, the Adan financia crisis and tougher
than any recession.

Dubai has 14" Dubai hasreceived morethan 4.7 million visitor in 2002 registering
. thehighest rate growth rate of 31.1%, according to World Tourism
consecutiveyear of  organisation. This is a lesst the 14" consecutive annual rise with
increased arrivals 447,006 of these visitors originating from UK and 7,372 from Irel and.
The long term targets for worldwide visitors to Duba are 15 million
visitors by 2010, according to the Dubai Department of Tourism and

Commer ce Marketing.
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Focus- | mpacts of the Iraq War

British Airways cut One of the mgor casudties of war is the arline industry. The war-
3.000i0bs weakened demand hasforced Briti sh AirwaysPLCto bring forward 3,000
' J job cuts. British Airways aims to complete 13,000 g'ob cuts by
September 2003 instead of March 2004 and it will aso cutflightsby 4%

until the end of May. British Airways’ schedule cuts include a 6%

reducti on on routes to USA and Canada.

Lufthansa grounds Lufthansa, theGer many-based airline, wasforced to ground 10% of

its long-haul fleet and it adso cut flights to the United States, South
10% of long-haul Americaand Japan. Worstfor theairli nerevenuein Europeand the United
fleet States is adecline in demand on lucrati ve North Atlantic routes just as it

was during and after the 1991 Gulf War.

Delta incurs more DdtaAirlinesd solookslikey tofollow United Airlinesand US Airways
g into bankruptcy protection. As the US carriers struggle with falling
losses in first bookings and widening losses as a result of the war, the 1,000 Delta
quarter employees who have apfplied for voluntary leaves are not enough to save
theairline. Ddta’ slossfor thefirst quarter 2003isreported tobemore

than US$397 million.

Airline losses War and thethreat of terrorism could despen theairlineindustry’s

could be in excess losses to US$10.7 billion in 2003 wor se than the US$7.4 billion lost in

N 2002, according to the Air Transport Association. Advance bookingsfor

of US$10 billion international flights fell by more than 20% after the code orange alert in
the USA in February.

Earnings guidance StawoodHotelswithdrew its earnings guidance for thefirst quarter 2003
withdrawn b as they were unable to accurately predict the effect of the war and timing

_ _ y of economic recovery. The owner of Westin and Sheraton hotel chains
major hoteliers aso indicated that it would suspend guidance.

More job losses at Wa in Irag, worldwide disease outbresk and airline bankruptcy fillings
Boein aretranslatinginto deepjob cutsand few plane ddiveriesfor Boeing Co.,

9 theworld' sl argest commercial j et manufacturer. ThecompanK already
slashed 30,000jobsby theend of 2002 and plansto cut another 5,000
jobs in 2003 but this could change depending on how severdly the war,
SARS and the continuing economi ¢ recession affects the airlines. The
arlineslump may linger until 2005 accordi ng to themgjority of executives
a the Annual Airline Finance Conference held in early April, 2003.

Meditteranean The Mediterranean cruise season could be another casualty of the
cruise season war as bookings were 50% down on 2002 bookings Radisson has
cancelled European cruises in April and May and Princess cancdl led its
suffers Mediterranean season. Vacationers fear being trapped oversess if ar
travel isdisrupted aswasthecaseafter September 11 attacks. 1naddition,
they do not like being far away when terrorism in the US is apossibility.

Deep discounting Deep discounting, flexible refund policies, late bookings and less business

dl booki travel aresomeot theother immediateimpacts of thewar, according to the
and late bookings  Hogpitality Sales and Marketing Association (HSMAI). While some
prevalent persons postponed trips others cancd led outright.

Tourism - a International tourism is resilient enough to recuperate reatively
resilient industr guickly and can even show sgnsofrecovery in thesecond half of 2003,

y according to Francesco Fragidli, Secretary-General, World Tourism
Organisation.

Source: USA Today, Financial Times, The Economist, Financial Post, eTurboNews, Caribbean Response Centre.
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Editorial

Personal safety is everything

Theredity of thetravel and touri smindustry i sthat personal safety iseverything. Whether it isthe fear
of aterrorist attack, war or therisk of contracting adisease, thesearered fearsthat affect thevery decision
or intention to travel. And as the outbresk of SARS (severe acute respiratory syndrome) has shown, a
destination can suffer severely when thereis athreat to persona safety. Already in Hong Kong, there
has been a90% declinein travel to Hong Kong and hotel occupancy rates have fallen by 30%.

Trendsto Watch

Online travellers From 6 million consumers purchasing travel onlineinthe USA in 1998

continue to grow to 30 million consumers in 2002, the internet is now the leading
source for web travel research. Haf of the 30 million only buy their
travel online, according to PhoCusWright's Consumer Trends:
Evolution of the Online Traveler. Nearly 15% of all Americans
purchased their travel online in 2002 and that is 5 times the
penetration rate of 1998. Nearly one-third of onlinetravel buyers say
the Internet was responsible for their travel purchases last year.
Travelocity is the website “most often used” for air purchases while
Expedia is “most often used” for hotel reservations, according to
PhoCusWright's survey.

Europe’s e-travel Europe's etravd market is worth Euro 7.3 billion in 2002 — a
market worth EUR 7.3 9rowthof 53% on2001. E-travel now represents 3.5% of the present
totd travel market. Growth of 32% isanticipated between 2002 and

billion 2003, and by 2006 online travel will beworth EURO 16.4 billion and
amost 7% of theindustry’s totd travel vaue.

Independent travel Holidaymakersarebeingtold that puttingtogether pakcagesthemselves

uninsured leaves them at risk of not being covered if suppliers go bust. The
advent of no-frills carriers and increased access to the internet has
increased thenumbers of peoplewho put together there own packages.
When holidaymakers book a package with an operator it is
covered by ATOL however anindependent packageisnot insured.

EasyJet targets EasyJet, alow cost carrier, hopesto attract corporate bookings

business travellers with the introduction of a dedicated website area for managing

businesstravel arrangements Users register for a free service by
clicking alink on thehome page. Password protected pagesthen alow
corporate customers to access monthly management i nformation so
they cantract ther travel spend. Passengerswho book through theb2b
area of the site will be sent an email that includes their confirmation

number and itinerary detail s.
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