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• This global briefing forms part of the wider travel and tourism research that covers the following categories:

Travel and Tourism

Tourism
flows and
spending

Travel
accommodation

Transportation

Car rental

Travel
retail

Tourist
attractions

Health and
wellness
tourism

Disclaimer

Learn More

Much of the information in this briefing is of a statistical
nature and, while every attempt has been made to ensure
accuracy and reliability, Euromonitor International cannot be
held responsible for omissions or errors

To find out more about Euromonitor International's complete
range of business intelligence on industries, countries and
consumers please visit www.euromonitor.com or contact your
local Euromonitor International office:
London +44 (0)20 7251 8024 Dubai +971 4 372 4363
Chicago +1 312 922 1115
Cape Town +27 21 552 0037
Singapore +65 6429 0590
Santiago +56 2 915 7200
Shanghai +86 21 6372 6288 Sydney +61 2 9275 8869
Vilnius +370 5 243 1577
Tokyo +81 3-5403-4790

Figures in tables and analyses are calculated from
unrounded data and may not sum. Analyses found in the
briefings may not totally reflect the companies’ opinions,
reader discretion is advised
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Divergence remains key

The polarisation of the global economic recovery continues, with emerging regions
showing solid growth, while some developed countries struggle with debt burdens
and austerity measures.

External shocks

2010 and 2011 saw an increased number of natural disasters and adverse climatic
conditions across the world, many of which affected travel and tourism. Volcanoes,
flooding, heavy snow, heat waves, earthquakes and tsunamis all took their toll.

Slowdown to come

Global arrivals recovered well post-crisis, surpassing the record of 2008, but are
predicted to slow down in 2011 as travellers in developed countries remain cautious.

Fluctuating average
spend

Average spend per arrival is not predicted to recover to pre-recession levels until
after 2015, with North America and Asia Pacific leading the recovery. However,
Western Europe and Australasia will continue to struggle.

Mobile changing travel

The rise of mobile applications combined with ever increasing internet access across
the globe is permanently changing consumers’ travel habits. Asia Pacific is the region
of focus, with over 450 million mobile internet users.

Air sales rising

2010 was a good year for airlines, with passenger numbers rising and revenues
returning. However, rising oil prices pose a major threat, likely to be accompanied by
an increase in fares.

Luxury hotels gain
ground

Sales are not yet at pre-recession levels on a worldwide basis, but luxury hotels are
showing signs of a solid recovery and are likely to reach these levels before mid
range and budget hotels thanks to the return of the business traveller.

Online still offers
potential

While firmly established in developed countries, online travel is now making inroads
into more emerging nations. Air travel remains the most popular online travel
purchase globally, with more room for growth for hotels and travel retail.

© Euromonitor International
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Country Vision

Italy vs Eurozone

6

Italy Key Tourism Indicators
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Italy survives crisis, but challenges lie ahead
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Low GDP growth
• GDP growth in Italy is estimated to remain lower than the average in the Eurozone during both 2011 (1.1%) and

2012 (1.3%). The government announced measures to liberalise the economy and sustain growth, but the currently
unstable political climate in the country makes it difficult to predict the outcome of these initiatives.

Arrivals to slow
• In terms of incoming tourism, Italy did well in 2010 and also in 2009 in spite of the global crisis. In both years, the

number of arrivals recorded growth. This performance was supported by the resurgence of arrivals from the US and
Canada, and growth in inbound tourism from emerging markets such as Russia, Brazil and Poland.
• The Italian tourism board plans to increase investment in China, India, Japan and Brazil for new visitors.
• In 2011-12 arrivals growth is expected to be weaker as Italy will no longer benefit from strong growth from Austria
and Switzerland which experienced an upswing during the global economic crisis as Italy was seen as a less
expensive destination.
• However, the turmoil in the Middle East may represent an opportunity for inbound tourism to Italy, if the destination
can promote itself more competitively in North Africa’s primary source countries such as Russia. That would require
Italy matching the offer of North African countries in terms of value for money, which is currently not the case.

Domestic regaining confidence
• Domestic tourism was stable in 2010 after a sharp decline recorded in 2009, with positive growth predicted for 2011-

2012. In 2010, the domestic segments that performed best were agritourism, gastronomy and religious tourism.
.

© Euromonitor International
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Middle East mired in uncertainty
MENA Region Key Tourism
Indicators % Growth 2010-2012
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Inbound Tourism Performance by Major
MENA Country 2010/2015
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Middle East – revolutions and rising oil prices
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Strengths

Weaknesses

Airlines booming

Contagion of instability

• Airlines in the Middle East performed strongly during

• The beginning of 2011 saw North Africa and the Middle

2010 with Etihad, Emirates and Qatar Airlines all
demonstrating good passenger growth. The region
continued to offer new routes.

East affected by waves of instability, as protests against
unemployment and rising food prices rocked countries
across the region.
• With Tunisia and Egypt both ousting their presidents as
a result of the protests, other countries are playing a
“wait and see” game in terms of their political future.

Hotel chain expansion
• The region witnessed dramatic hotel expansion pre-

crisis. Although development has slowed, the United
Arab Emirates, Saudi Arabia, Egypt, Qatar and Jordan all
have over 3,000 rooms each in the pipeline.
• Asian hotel chains such as Dusit, Shangri-La, Banyan
Tree and Anantara are also expanding, opening
properties in the United Arab Emirates, Egypt and Oman.
• Budget properties are also opening, including at least
four Ibis, one of Accor’s budget brands in 2011- 2012.

Oil prices rising
• While rising fuel prices will assist the region’s oil-

exporting countries fiscally, it will have a negative effect
on tourism as transport costs go up and consumer
purchasing power is eroded. This will also have a major
knock-on effect globally on travel providers.

Oversupply of hotels?

FIFA World Cup 2022

• While hotel expansion continues apace, cities such as

• Qatar is set to host the FIFA World Cup in 2022, an event

Abu Dhabi and Dubai face an oversupply of rooms.
• Although arrival numbers are growing in these cities,
supply is outpacing demand, resulting in lower than
expected occupancy rates and revPAR figures.
• Nevertheless, the Middle East benefits from some of
the highest revPAR data worldwide, and may be
undergoing a small structural change post-crisis as the
luxury price proposition corrects itself.

which will benefit tourism throughout the region. While
various sporting events already take place in the Middle
East such as Formula 1, cricket, and rugby, this will be
the first time such a global event has been staged.
• Investment of U$17 billion is earmarked by the Qatari
government for development projects.

© Euromonitor International
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Europe in recovery but lags behind
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Forecast Inbound Tourism Absolute
Increase by Major EU Country 2010-2015
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Europe beyond the bailout
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Recovery underway
• The EU lags behind global economic growth, with 2011 predicted to see real GDP growth of only 1.7%. However,

there is an uneven recovery across the region with Germany leading the way.
• Other countries such as Finland, Austria and the Netherlands are back on track, while southern countries such as
Greece, Spain and Portugal struggle with debt and the need to regain competitiveness along with investor
confidence. Greece and Ireland have already received substantial financial bailouts from the EU and the IMF.
• Austerity programmes implemented by EU governments to tackle the sovereign debt crisis risk damaging growth.

Austerity Britain
• The UK tourism industry remains depressed by ongoing economic uncertainty and recent government austerity

measures. However, sterling exchange rates continued to be highly competitive, making the UK a good value
destination for US and Eurozone visitors, illustrated by the 6% increase in average spend in 2009/2010.
• Tourism was identified as one of five future industries by the UK government in 2011. Traditional source markets
remain Europe and North America, but increasingly China and India are key.
• Major future events include the Royal Wedding in 2011 and London 2012 Olympics to boost the country’s profile.

Impact of rise in VAT
• Value added tax (VAT) in the UK rose to its highest level in January 2011 from 17.5% to 20% as a measure from the

new coalition government to raise an extra £13 billion in revenue to reduce the country's budget deficit. VAT is not
applicable to flight costs or cruises, but will hit UK accommodation, attractions and car rental the hardest.
• It is expected to have a negative impact on inbound tourism as foreign tourists may be deterred from travelling to the
UK. While the new UK VAT rate may not be high by EU standards, other countries are strengthening their
competitiveness by lowering tax rates in an effort to attract tourists and stimulate growth post-recession.
• Domestic tourism may also be affected as staycations become more expensive. This may act as a spur for outbound
travel which does not bear this tax burden.

© Euromonitor International
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Global Economic Update

Recovery news: highs and lows

13

Developed vs emerging all the way
• The global economy is still on the road to recovery after the economic downturn. Advanced economies remain

sluggish, unemployment remains high and the Eurozone bailouts are threatening stability.
• The emerging economies are thriving with solid growth, but there are some indications of over-heating in China,
which is showing high levels of inflation.
• The second half of 2010 demonstrated stronger than expected activity in developed markets, driven by new policy
initiatives in the US and Japan which boosted consumption that had fallen sharply during the recession. Private
demand remained strong in emerging markets as well as continued capital flows.
• Growth in sub-Saharan Africa is forecast to exceed all other areas of the world, except emerging Asian countries,
due to rising domestic demand, combined with increasing global demand for commodities.

Eurozone polarised
• Growth in the Eurozone is assisted by strong domestic demand in Germany, helping to negate much of the effects of

the continued struggle for recovery in Greece, Ireland, Spain and Portugal.
• Of these countries, only Greece and Portugal are predicted to show a decrease in GDP for 2011, but severe debt
and lack of competitiveness remain problematic.

Lack of cooperation
• The annual World Economic Forum, held in January 2011 in Davos, Switzerland, highlighted that one of the biggest

threats to recovery and growth was a lack of cooperation between governments. A lack of world leadership and an
inability by the G20 to work together on key issues such as taxes and regulation were also cited.
• Social pressures could force governments to raise trade barriers which are seen as unproductive for world trade.

Power shift
• Crucial for future world economic stability is the necessary shift of the new powerhouses, India and China, away from

their current export-dependent models of economic growth into ones that rely more on domestic demand.
• Rising demand in emerging markets is already cited as the reason for the rise in global food prices that is at the
heart of civil protest in the Arab world.
© Euromonitor International
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Advanced vs emerging markets economic performance
Real GDP % Growth 1980 - 2015
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Forecast economic growth around the world
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Global Economic Update

European sovereign debt crisis reveals weakness
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Ongoing concerns persist
• The European debt crisis is regarded as the key threat to economic recovery by the head of the IMF, with ongoing

•
•
•

•

concerns about rising debt levels and government deficits. Greece and Portugal are expected to be the only
European countries to remain in recession in 2011 with Portugal facing a bailout, although Italy and Spain will see
little or no growth.
In the Eurozone, the crisis exposed fundamental shortcomings in the fiscal and financial policy framework. The
cross-border dimension of these issues clearly calls for a stronger role at EU level.
Eurozone members will have to refinance or repay €560 billion in 2011, some €45 billion more than in 2010.
Ireland accepted an €85 billion (US$113 billion) bailout loan from the EU and the IMF in December 2010, with the
political fallout leading to a confidence vote in January 2011 for the prime minister. However despite the positive
result of this vote for the existing Irish government, which will still have to face a general election later in 2011,
investor concern remains amid the worry that Ireland's trouble could spread to other Eurozone economies.
Despite assurances from the Spanish Finance Minister in December 2010 that the country would not require a
bailout, concern is growing that Spain will be the next focus for the crisis. The government established a bailout fund
for banks, but this is only 1% of GDP, compared to 30% in Ireland which was still not enough.

Country

Deficit as % of GDP 2011

Public debt as % of GDP 2011

Greece

-7.6

136.8

Italy

-3.9

132.7

Ireland

-9.5

112.7

Belgium

-4.5

104.3

Portugal

-5.0

98.7

Source: OECD
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Global Economic Update

New threats going forward
Threat

Unemployment
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Impact
Unemployment remains high in the developed world, slowing the recovery process. As a
lagging indicator, unemployment remains higher than pre-crisis levels, unlike private
consumption, GDP and international trade which have all recovered to pre-crisis rates.
US unemployment remains a worry as the rate has nearly doubled since 2007, and while
countries such as Germany and Japan successfully reduced rates by work-sharing
rather than layoffs, this has not been the case in the US.
Some Western Europe governments are implementing harsh austerity programmes
which will result in lower consumer spending and higher unemployment levels.

Austerity measures

The severity of the latest round of UK austerity measures caused speculation that the
country may fall back into recession, should Q1 2011 GDP show further contraction after
sliding back into the red in Q4 2010.
Oil prices rose steadily throughout 2010 and are over 40% higher in March 2011 than a
year earlier with Brent Crude hitting over US$115 per barrel.

Oil prices

Inflation

© Euromonitor International

High prices will impact the stability of the global economic recovery as businesses and
consumers cut back to save costs. The ongoing crisis in the Middle East is a major threat
to the global economic recovery if the unrest does not subside in the short term.
As a side effect of the rising oil prices, faster inflation is likely as a result of the short-term
upward pressure on prices. Food prices will continue to be affected, exacerbating social
unrest particularly in developing regions.

Global Economic Update

External shocks 2010/2011
December
• Europe, US
heavy snow

October
• Indonesia
earthquake,
tsunami

August
• Russia heat
wave

July
• Pakistan
floods

January
• Haiti
earthquake

• In 2010 natural disasters
caused the deaths of
•250,000 people

February
• Chile earthquake
• Madeira floods

• 2011 began with severe
flooding in Australia and Brazil,
followed by an earthquake in
New Zealand
• In March 2011, an earthquake
and tsunami devastated
Japan’s north eastern coast,
with the death toll
in the 10,000s,
resulting in radiation
leaks and threat of
nuclear meltdown

June
• China floods
© Euromonitor International
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May
• Thailand
political unrest

March
• Madagascar
tropical storm

April
• Iceland
volcanic
eruption

Global Economic Update

Unrest in North Africa and the Middle East
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• The start of 2011 witnessed a wave of civil unrest across North Africa and the Middle East. Protests began in Tunisia

followed by Egypt with presidents fleeing as their regimes fell under popular uprising. Tourism in the region suffered,
with Turkey, Greece and Spain benefiting from a rise in tour operator bookings as tourists stayed away from troubled
areas. The United Arab Emirates - a key destination in the region,- was, however stable.

Jasmine revolution in Tunisia
• Tunisia appears to be over the worst, with a new temporary government in place, and elections promised for later in

2011. Over 219 people died in the protests, which were sparked by unemployment, food inflation, corruption,
freedom of speech concerns and poor living conditions.
• Euromonitor International forecasts that arrivals to Tunisia are likely to decline by almost 30% in 2011, with incoming
tourist receipts falling even faster.

Egypt’s regime change
• After 18 days of largely peaceful protests, President Mubarak stepped down on 11 February 2011 after 29 years as

the leader of Egypt. The army is currently in charge of the country, although it is hoped that this is merely a
transitional step to a democratically-elected government later in 2011.
• Egypt is expected to see a slowdown in arrivals to 3%, down from the 8% originally forecast prior to the uprising, as
the country’s Red Sea international resorts remained operational during the turbulence. Egypt relies heavily on
tourism revenues, which make up some 11% of GDP.

Bahrain protests
• The small island state experienced protests in February and March 2011, which were responded to aggressively by

the police. A number of protestors were killed and the situation remains tense. The Formula 1 Grand Prix scheduled
for early March was cancelled and governments such as the UK issued travel warnings.

Libya uprising leads to oil spike
• The wave of civil unrest hit Libya in February 2011, with rebels capturing the east of the country, while Gaddafi clung

to power, unleashing civil war and NATO air strikes. Unlike Tunisia and Egypt, Libya is a prominent oil exporting
nation, accounting for 2% of global oil reserves. Concerns over oil prices rose despite Saudi Arabia increasing its
output, casting a shadow over the global recovery and leading to higher fuel costs for travel companies,.
© Euromonitor International
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Tourism Performance

Minor dip in global travel and tourism demand
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• Arrivals witnessed a strong surge in 2010 thanks to the upturn in business travel and surpassed the previous high of
•
•
•
•

2008 as the speed of the recovery was stronger than expected.
However, volume growth is predicted to dip slightly in 2011 to 3.8%, falling below the 4% benchmark for healthy
growth, as travellers remain cautious due to ongoing economic uncertainty in many developed nations.
Global GDP, arrivals and average spend per trip are expected to plateau over the forecast period.
While dynamic growth is likely to occur in regions such as Asia Pacific and Latin America, slow performance in
Western Europe and North America will cause growth to remain steady.
World average spend per arrival is forecast to show minimum growth after it turns positive in 2011, as rising
consumer prices result in less spare cash for travellers.

Global GDP, Arrivals and Average Spend per Trip % Growth 2008-2015
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Regional performance highlights uneven recovery
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• Asia Pacific has the most encouraging prospects with economic and tourism indicators predicted to show CAGRs

above 5% over 2010-2015. China is leading the world thanks to rising disposable incomes, opening up travel to
urban and rural dwellers alike. Japan arrivals are expected to drop by 9% following the tsunami, best-case scenario.
• Brazil proved resilient during the crisis and arrivals rose by 10% in 2010. Top sporting events due to be held in the
country in 2014 (FIFA World Cup) and 2016 (Olympics) will also create a dynamic tourism environment.
• North America will see the strongest performance in average spend per arrival, at around 2% per annum, thanks to
an upturn in business travel, increased air connectivity from emerging regions including Latin America and Asia
Pacific, and enhanced marketing activity following the Travel Promotion Act in the US.
• Western Europe is likely to be the most stagnant region as economic worries constrain growth.

GDP, Arrivals and Incoming Receipts % CAGR 2010-2015
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Shift in power to emerging markets
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• Arrivals to emerging markets are rapidly catching up with those to developed countries, and are expected to be

almost equal in number by 2015, boosted by new travellers from China, India and Russia. This shift in arrivals from
developed to emerging markets, however, is expected to happen two years later than previously forecast, illustrating
the lag from the global economic crisis.
• However, incoming tourist receipts in developed markets will remain much higher and the disparity will continue
despite the ongoing caution exhibited by many European and US tourists.
• Average spend also remains some US$400 higher in developed markets due to higher disposable incomes.
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Winning formula for country success
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• The US and China lead the way in arrivals absolute growth with almost 18 million new trips predicted each over

2010-2015, growing at 6% per year. China was aided by the government’s new tourism strategy launched in 2009.
• For absolute growth in incoming receipts, the US is also by far the largest source of incremental revenues. It is
expected to gain an extra US$54 billion to reach US$185 billion by 2015, thanks to resurgent business travel,
coupled with the recent Travel Promotion Act that will boost promotion in key source countries.
• Asia Pacific will show the highest growth in receipts, with Japan and the Philippines showing solid increases thanks
to strong intra-regional travel, efforts to attract high spending Chinese visitors and launch of new LCCs.
• Saudi Arabia is forecast to show the highest annual growth at 12%, benefiting from strong demand for religious
tourism. Egypt and Japan slipped out of the top five for arrivals as their forecast outlook was revised downwards.
Country
US
China
Turkey
France
Saudi Arabia
Italy
Mexico
Thailand
Hong Kong
Spain
Russia
Germany
Malaysia
United Arab
Emirates
Croatia

Arrivals
Arrivals absolute
% CAGR 2010- growth ‘000 trips 20102015
2015
5.6
18,564
5.9
17,840
7.7
13,474
2.4
9,700
12.3
9,293
2.2
5,133
3.9
4,643
5.0
4,337
4.0
4,318
1.6
4,226
3.6
4,201
3.2
4,193
3.0
4,069
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6.9
6.0

3,621
3,226

Receipts
% CAGR 20102015
6.6
6.5
9.2
6.3
4.3
2.9
10.1
7.3
3.6
2.4
4.9
14.0
4.9

Receipts absolute
growth US$ million
2010-2015
49,431
15,862
8,143
7,943
7,826
7,397
7,380
7,090
5,639
5,147
4,706
4,450
4,131

Sweden

5.6

4,087

Singapore

6.0

3,802

Country
US
China
Turkey
Macau
Germany
France
South Africa
Malaysia
UK
Italy
Thailand
Philippines
Hong Kong

Tourism Performance

Business travel in recovery, but still at risk
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• Business travel remains vulnerable to the economic downturn, with most regions showing a decrease over 2008-

2010 in terms of % value share. North America experienced further deterioration in 2010 in terms of % share of
incoming tourist receipts, as businesses remained price conscious and hotel rates depressed.
• Latin America was the only region to see business travel taking a larger share of total receipts over 2008-2010.
Improved connectivity intra-regionally and internationally assisted this progress with new entrants moving in.
• Asia Pacific and the Middle East and Africa experienced an upturn in 2010, with business incoming receipts gaining
ground. The strong economic growth in China benefits business travel in Asia.

Business as % of Incoming Tourist Receipts 2008-2010
30
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Leisure travel shows resilience
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• Leisure travel accounts for the greater proportion of travel retail revenues than corporate travel, being three times

higher. The global value for leisure travel retail in 2015 is predicted to top US$600 billion, surpassing the previous
high of US$591 billion seen in 2007. Key countries include Germany and the US in terms of total value.
• The US remains the world leader for corporate travel revenues, although it has yet to reach pre-recession levels.
• Leisure travel proved more resilient during the economic downturn, with holidays remaining one of the last
indulgencies for consumers when possible during a recession, although numbers declined as consumers opted for
fewer breaks or staycations.
• Global leisure arrivals fell by 4.2% in 2009, whereas business arrivals dropped by 5% illustrating its marginal
resilience to the effects of the global economic recession.

Global Travel Retail Sales by Corporate vs Leisure 2010/2015
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Millionaires departure club
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• While China and Russia remain the leading countries with substantial new outbound departures over 2010-2015,

developed countries such as the US, the UK and Canada rejoined the list.
• Over 40 countries are now predicted to have over one million additional departures trips over the forecast period, with
many from Asia Pacific and the Middle East, home to growing middle classes keen to travel and explore overseas.
• Due to the sheer volume of new Chinese travellers, this source country is described as a “hot commodity” by regional
tourism destinations such as Malaysia, Singapore and Australia actively seeking to boost Chinese flows.

Outbound Departures Forecast Absolute Increase 2010-2015
Absolute increase '000 trips
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Where will BRIIC tourists go in 2015?

28

>5 million
>2.5 million
>1 million
>750,000
>500,000
>250,000
<249,999
n/a
© Euromonitor International

Notes: BRIIC – Brazil, Russia, India, Indonesia, China
If a country is listed as n/a, it does not feature as a key departure destination for a BRIIC
nation
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Post-recession Consumers

Impact of crisis on consumer attitudes

30

Back to basics
• Frugality was the key buzzword of the recession, with consumers taking shorter holidays or travelling closer to home;

using low cost carriers (LCCs), budget car rental companies or budget or mid-priced hotels, opting for cheaper
holiday options and online deals.
• During the downturn, many consumers took the opportunity to go “back to nature”, forsaking luxury hotels for more
modest means of transport and accommodation, including camping, cycling and walking holidays.
• Despite the era of thrift, luxury consumers are returning in significant numbers, but choosing to mix and match their
travel choices. For example a low cost flight may be twinned with a 5-star hotel.

Health and wellness
• The growing emphasis on health and wellness in recent years impacts the way in which people travel and their

reasons for holidaying. One result is the strong growth in medical tourism, while increasingly patients are travelling
abroad for cheaper medical procedures.

Technology for control
• In recession, consumers took increasing control over their travel arrangements, thanks to developments in web tools

and services, such as online travel agencies (OTAs), meta-search engines such as Kayak and travel communities
such as TripAdvisor.
• Consumers are increasingly relying on mobile applications to track and plan trips, receive travel alerts, read usergenerated reviews and get directions while travelling. Apple and Google are among the companies driving innovation
in this domain.

New travellers
• Despite the recession, increasing numbers of consumers are entering what is known as the “middle class” in

emerging markets such as China and India, which are experiencing solid economic growth. As a result of this
growing wealth, new opportunities for travel and tourism are developing in these markets.

© Euromonitor International

Post-recession Consumers

Social media goes mainstream
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Consumers have their say
• Travel review sites are still a growing force within the travel industry, with TripAdvisor the market leader with 20

million members in 26 countries. Consumers increasingly take advice from fellow travellers about airlines, resorts,
restaurants and attractions before making a decision about where to go, or on-the-spot via mobile phone apps.
• Social networking sites such as Facebook, MySpace, Twitter, LinkedIn and Orkut are growing in strength. Travellers
trust user-generated reviews more than they trust travel agents’ content or other sources according to Nielsen.
• By absolute size of audience, the US is by far the largest user of social media. The greatest increase in usage is in
Italy and France where usage doubled between 2008 and 2010.
• Twitter allows consumers to communicate directly with suppliers, in particular when there are problems with the
service providers. The viral nature of tweets can mean that suppliers are forced to act quickly, otherwise customer
complaints can be seen by thousands of Twitter users. In 2010 Twitter enjoyed over 110 million unique visitors,
however, that was dwarfed by Facebook’s 600 million members.

Social Media Penetration % of Internet Users 2008/2010
70
% of internet users

60
50

66

62

58

64

54

50

33

40

40

34

30

33

32

27

20
10
0
UK

France

Source: Ofcom International Communications
© Euromonitor International

Germany
2008

Italy
2010

US

Japan

Post-recession Consumers

Travel mobile offers new opportunities
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The “apps and app-nots”
• The ability of mobile applications to track, plan, receive travel alerts, post reviews and keep travellers online is

making travellers increasingly reliant on their mobile devices.
• GDS giants such as Amadeus, Sabre and Travelport are investing in business traveller mobile development to help
provide an improved user experience.
• With most markets reaching full saturation in advanced economies, mobile phones are phenomenally successful in
Asia, home to 450 million mobile internet subscribers in Asia Pacific alone.
• Smartphone demand has so far been limited to a small minority of affluent consumers, however, it is expected that
by 2014, there will be over 92% smartphone penetration in Europe, led by Apple and Research in Motion.With tablets
and other portable devices also taking off, building synergies across different platforms will be important.

Broadband Penetration by Type 2010
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The new face of luxury travel
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Casual, ethical and individual
• The recession changed travellers’ attitudes to luxury, with ostentatious displays of wealth relegated to pre-crisis
especially in developed regions, where value and authenticity became top priorities. In developed regions, luxury
consumers are younger and seek experiences over brands and products, therefore luxury is more casual.
• In emerging regions, luxury remains status-oriented, with bling and conspicuous consumption part and parcel of
demand. In line with rising disposable income, Asia, especially China, will be a key source of luxury growth.
• A shared characteristic of both emerging and developed luxury travellers is the desire for unique and personalised
experiences.
• Luxury travel demand fell victim to the drop in business demand during the global economic crisis, however,
business travel is back on track and luxury is leading the recovery, especially for hotels.

Post-crisis Luxury in the Developed World

Tangible
benefits
• Design
• Location
• Service culture
• Sustainability
• Onsite amenities
• Rewards
• Hi-tech as standard
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Intangible
benefits
• Heritage
• Values
• Harmony with
environment
• Going the extra mile
• Unique

New values
• Younger
• Casual
• Personalised
• Authentic
• Philanthropic
• Health and wellness
• Value for luxury
• Longevity
• Mix and match
• Social responsibility

Areas of
concern
• Slow response to
changing technology
• Importance of multiplatform brand
presence
• Return of the good
old days for some?
• Identifying fad from
trend
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Post-recession consumers
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Great outdoors revival
• Outdoor activities are experiencing a revival with national parks predicted to post a value CAGR of almost 7% over

2010-2015. Coupled with steady growth in adventure/trekking, consumers appear to returning to nature.

Medical tourism without frontiers
• Medical tourism continues to expand globally, with consumers looking for cost-saving procedures. Cosmetic and

necessary procedures are popular with strong growth in Malaysia, Taiwan and Argentina. Mexico established a
Consulting Board for Health Tourism in 2009, aimed at attracting 20% of the global US$60 billion industry.

Spas flourish
• Spa packages recovered well, after seeing a minimal decline in value during the crisis. The feel good factor benefited

day spas, with consumers seeking a short and relatively inexpensive treat during the recession.
• Growth is predicted worldwide, with a strong focus on Asia Pacific and Latin American destinations.

Old favourites
• City breaks and cruises are forecast to show steady growth. Both categories rebounded well despite their mid-crisis

dip. The Middle East is a new focus for cruises with hubs established in Oman and the United Arab Emirates.

Global Fastest Growth Categories % Value 2010-2015
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Medical tourism
Spa packages
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Category Developments - Air

Regional air sales outlook

36

• Eastern Europe is set to lead the way for value growth in air transportation sales over 2010-2015. The recession

caused a significant drop in value for air transportation in the region, and the predicted growth will be largely due to
recovery as travellers return to the skies. Ukraine in particular is predicted to show an increase in value of over 30%
for 2011 as more LCCs enter the market in preparation for football’s Euro 2012 tournament.
• Asia Pacific will continue to show good growth, with some legacy carriers re-inventing themselves by altering
networks as well as new routes opening up and launching their own LCCs, eg ANA.
• Western Europe’s air sales is forecast to show minimal growth, highlighting the uncertainty faced by the region. With
two of the world largest airlines, Air France-KLM and Deutsche Lufthansa based in Europe, the 2010-2015 period will
continue to prove challenging for legacy carriers as competition will be fierce for increasingly fare-conscious
passengers. Fares are also likely to rise due to sky-rocketing oil prices due to the turmoil in MENA.
• The Middle East will continue to show dynamism, with airlines based in the United Arab Emirates and Qatar
expanding their fleets and routes. European carriers flying to the region, are facing stiff competition from regional
airlines which have strong onward connections to Asia Pacific from their home airports of Dubai, Abu Dhabi and
Doha. Being an important global hub connecting other emerging regions, the impact of the turmoil may be mitigated.

Global Air Transportation Sales % CAGR 2010-2015
% CAGR 2010-2015
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Online air sales with room for improvement
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Beyond the US, opportunities exist
• North America is the leader in terms of internet users, but Australasia leads in terms of current online air bookings in
2010, due to a well-developed online industry. Despite user numbers predicted to increase in the US by 2015, online
bookings penetration is likely to remain at 2010 levels as the market is saturated, due to it being the home of global
heavyweights such as Expedia, Orbitz and Travelocity.
• There is room for online growth in Asia Pacific and the Middle East and Africa where internet access remains low and
there is also weak confidence in online payments. Both regions are forecast to grow as internet availability becomes
more mainstream and online booking sites increase in number and reliability.
• Western Europe is also predicted to grow in terms of online air sales by 2015, when over half of all air internet sales
will made online. LCCs will help fuel this growth as increasingly purchasing is only possible online. Progress will
come from nations such as Belgium and Italy which currently do not have a high percentage of online air purchases.
Fast-growing mobile penetration of smartphones in Europe will open up more opportunities.

Regional Internet Users and Air Sales % Internet Penetration 2010/2015
Region

% internet users of % air sales internet
population 2010
penetration 2010

% internet users of % air sales internet
population 2015
penetration 2015

North America

81

57

88

57

Australasia

76

60

84

72

Western Europe

69

49

78

60

Eastern Europe

40

24

53

33

Latin America

36

20

51

24

Asia Pacific

21

17

31

23

Middle East Africa

15

10

22

14
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Airline performance: regional giants dominate
World
United Continental 4.9%
Lufthansa
4.3%
Air France-KLM
3.8%

North America
United Continental 16.5%
Delta
12.7%
AMR Corp
12.2%

Eastern Europe
Aeroflot
15.8%
Czech Airlines
7.7%
Transaero Airlines 5.1%
Western Europe
Lufthansa
9.2%
Air France-KLM 6.5%
British Airways 4.7%

Middle East and Africa
South African Airlines 6.3%
El Al
4.9%
Air France-KLM
4.3%
Latin America
TAM
12.7%
GOL
9.7%
LAN
6.6%
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Asia Pacific
JAL
9.8%
ANA Group
9.6%
Singapore Airlines 6.6%

Australasia
Qantas
48.3%
Virgin Group
14.7%
Air New Zealand 12.4%

Category Developments - Air

Regional round-up
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North America
• 2010 was a good year for US airlines despite the weak state of the economic environment. Profits returned thanks to

stable fuel prices, capacity growth restraint, consolidation and the growth in ancillary revenues. The new big three
(Delta, American Airlines and United Continental) all increased capacity and looked at international route expansion,
while domestic business remained sluggish.

Asia Pacific
• Passengers numbers surpassed pre-recession levels illustrating the strong recovery of Asia Pacific airlines. China is

the centre of this growth, with China Southern Airlines showing a 42% increase in passenger numbers for February
2011 compared to 2010. Currently only five other airlines fly more passengers. Growing domestic demand, fuelled
by thriving economic growth is helping China’s airlines to reach new records.

Middle East and Africa
• Emirates, Etihad and Qatar Airlines continue to expand, making the most of their strategic locations midway between

East and West. According to IATA, 2010 saw a capacity increase of 13% as Gulf airlines received new aircraft.

Western Europe
• Ongoing worries about the economic climate continue to limit progress although passenger numbers are up 5%

2009/2010 according to IATA. Severe weather in December 2010 caused significant disruption to European flights.
Air France-KLM lost an estimated €100 million in revenues due to flight cancellations during its Q3 2010.

Latin America
• Demand grew by 8% in 2010, although the bankruptcy of Mexicana dampened growth. The airline hopes to restart

operations in 2011. The mergers between LAN/TAM and Avianca/Copa are likely to create new routes in 2011.

LCCs’ diversified revenue streams
• LCCs across the globe targeted business travellers who sought to reduce corporate travel costs during the

recession, with the likes of easyJet and Ryanair looking to this segment for incremental sales.
• AirAsiaX commenced long haul flights to Europe and Australasia.
• Ryanair saw traffic grow by 10% in 2010, with ancillary revenues accounting for 20% of total revenues. The airline
stated that it is looking to change its strategy, and aims to increase its presence at primary airports across Europe.
• easyJet surpassed 50 million passengers in the year ending January 2011 thanks to its revamped strategy.
© Euromonitor International
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Consolidation key for survival
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New entrants
• The long-awaited merger between British Airways and Iberia finally reached fruition with the creation of the

International Airlines Group (IAG) on 25 January 2011. The group became the third largest scheduled airline group in
Western Europe and the sixth largest globally in terms of revenue. 2010 saw joint revenues of €14 billion, with 55
million passengers carried.
• In October 2010, LAN Airlines agreed to the acquisition of 98.9% of the outstanding shares of the Colombian LCC,
Aires. It currently operates to destinations in Panama, Colombia and the US.

Virgin Atlantic seeks partner
• From January 2011, Virgin Atlantic sought a global alliance in order to survive in the face of “mega alliances” and the

rapid pace of consolidation among competitors.
• Singapore Airlines has a 49% stake in the airline and stated that it remains open to any interesting investment offer.
By early 2011, Etihad had expressed an interest, while Emirates, Air Asia and Ryanair all denied any intention.
Access to valuable Heathrow airport slots is likely to be the airline’s biggest attraction.

Growing alliances
• 2010 and the start of 2011 saw the three big airline alliances open their doors to an ever-increasing number of

entrants. Alliances were key for survival during the recession as they proved invaluable for retaining loyal customers.
• Saudi Arabian Airlines, Aerolineas Argentina, Shanghai Airlines and Garuda joined Sky Team.
• Star Alliance welcomed TAM, Avianca-TACA and Ethiopian Airlines, with Air India scheduled to join by June 2011.
• oneworld saw Russian airline, S7, join in 2010.

© Euromonitor International
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Air transportation: future opportunities and threats
OPPORTUNITIES
Asia Pacific

Area of growth with China and India leading development

Business travel

Business travel bouncing back, raising revenues

Alliances

Expansion of global alliances and interline partners

Ancillary revenues

Smartphones potential for greater customisation

THREATS
Oil prices

Turmoil in the Middle East drives up oil prices, hurting revenues, increasing fuel
charges and costs to the consumer

Taxes

New airline taxes in Austria, Germany and the UK

OTAs conflict

Airlines cannot afford to alienate online travel agents
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Brighter outlook for hotels
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• Asia Pacific is forecast to almost overtake North America in hotel value sales by 2015, with both local and

international chains expanding throughout the region, attracted by the promise of demographic and income growth.
• Western Europe and Australasia lag behind, showing slow growth over 2010-2015 with both business and leisure
consumers remaining hesitant regarding travel and spending.

Regional Hotel Value Sales 2010-2015
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Behind the curve for hotels in Europe
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Luxury on the up but still some way to go
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Selective by nature

Luxury outpacing budget and mid

• By their exclusive nature, luxury hotels do not dominate

• Luxury properties are demonstrating a steady comeback

hotel revenues worldwide. However in the Americas and
after a substantial fall in sales during the recession. In
the Middle East and Africa, they account for over 50% of
2010, revenues jumped to US$140 billion worldwide, but
total value due to the support of strong business travel
there is still some way to go.
demand.
• Pre-crisis levels are expected to occur in 2014 for the
• Asia Pacific lags behind the rest of the world with 21% of
wider hotel category but luxury hotels may reach this
revenues coming from luxury. Many international chains
milestone beforehand.
such as IHG, Accor and Starwood are re-addressing this • Luxury and upper-upscale properties dominate
imbalance by focusing their development here.
development pipelines in Asia Pacific and the Middle
• Western Europe surprisingly has the second lowest
East and Africa. Local brands such as Jumeirah and
value share for luxury, due to a strong independent
New World Hospitality hold their own against
sector and successful mid-range and budget chains.
international chains.

Global Hotel Sales by Price Platform
2008-2010
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Region

Budget Mid-priced Luxury

Asia Pacific

44.7

34.6

20.7

Australasia

15.6

35.9

48.5

Eastern Europe

17.5

54.0

28.5

Latin America

16.8

22.3

60.9

Middle East and Africa

14.4

35.5
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9.2
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Rates and revenues pick up speed
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• Asia Pacific is the current global leader for hotel performance indicators, showing gains of nine percentage points in

occupancy over 2010. Increased hotel stays are supported largely by intra-regional travel which bounced back
strongly from decreases in arrivals seen in 2008-2009.
• RevPAR in Asia Pacific grew by 21% in 2010, indicating the successful return to higher prices after discounting.
China, Hong Kong and Indonesia led this growth.
• Average daily rate (ADR) dropped slightly in Europe in 2010 compared to 2009, but this is merely due to currency
fluctuations with the US dollar. Reported in euros, there was an increase of almost 5% helped by the recovery in
business travel.
• Middle East and Africa registered only slight growth in % occupancy in 2010. With an increase in available rooms
region-wide due to new openings, maintenance of 2009’s occupancy levels is a positive step. Key 2010 openings
included Armani Hotel, easyHotel and Ritz-Carlton DIFC in Dubai as well as Four Seasons, Beirut and Kempinski
Nile in Egypt.

Key Hotel Performance Indicators 2010
%
occupancy

Percentage
point gain

ADR US$

ADR %
growth

RevPAR
US$

RevPAR %
growth

Asia Pacific

66.0

8.9

132.80

11.4

87.69

21.3

Europe

63.7

5.2

130.59

-1.8

83.15

3.3

Middle East and Africa

61.8

0.8

154.94

3.1

97.04

4.0

Americas

57.8

5.6

100.32

0.6

57.99

6.2

Source: STR Global
Note: Data for year end December
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Global chains keep pushing forward
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• Key to global chains’ success is expansion in emerging regions, mainly Asia Pacific, the Middle East and Africa.

Global chain

Latest developments

Future expansion plans

InterContinental
Hotels Group

• Revenues up 13% (October 2010 YTD)
• Q3 2010 operating profit rose 14%
• Relaunch of Holiday Inn completed

• Focus on Asia Pacific for pipeline
• Mexico key destination
• Indigo brand to compete with luxury
boutique hotels on a global stage

Accor

• 2010 revenues up 7.4% on 2009
• Upscale and mid-scale show largest rise

• 70 new development contracts signed in
Asia Pacific in 2010
• Adding 16,000 rooms

Marriott

• Joint venture with Spain’s AC hotels
• To manage co-brand across Europe and South

• 440 outlets in the pipeline in North America
alone, Middle East and Africa (57), Latin
America (19), Asia Pacific (60)

America
• Online travel agreement signed with C-trip,
China’s leading OTA
Wyndham

• Revenues up 9% Q4 2010, revPAR up 10%
• Largest global hotel player in China with over

270 outlets
Starwood

• RevPAR10.1% up Q4 2010
• Net income rose to US$477 million (2010 YTD),

up from US$79 million (2009)
Hilton Worldwide • Opened 178 hotels in 2010, with over 24,000
rooms
• 27 million Hhonours members, 2.5 million joined
in 2010
© Euromonitor International

• 51% of pipeline outside the US
• First Wyndham branded hotel in India in
2011
• 70 Starwood Hotels & Resorts to open in
2011 worldwide
• 70% outside North America, mainly Asia
• Luxury and upper-upscale to dominate
• 31 new openings planned in 2011
• To enter six new countries including
Azerbaijan and Qatar
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Hotels: future opportunities and threats
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OPPORTUNITIES
Asia Pacific

International pipeline focused on Asia, with China and India key

Mega events

Rise of mega events, eg sporting and expos to aid entry into less developed
cities/regions

New brands

New brand launches eg Virgin Hotels and Venu by Jumeirah to build on consumer
segmentation and carve out new markets

THREATS
Oversupply

Oversupply of hotel rooms in North America and Middle East undermines
occupancy

Austerity measures

Hotels vulnerable to changes in taxes at local and national levels

Rising oil prices

Rising oil prices to impact hotel occupancy as travellers cut back on air travel
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State of play for online travel

50

• Air travel is by far the most successful online travel category, with both North America and Australasia showing over

50% for value. Online travel retail is very successful in North America with the majority of OTAs being US-based
companies including Expedia, Travelocity and Orbitz.
• Middle East and Africa offers the most room for potential growth, with under 10% of total revenues for hotel, air and
travel retail achieved online. Internet access in sub-Saharan Africa is low with only Nigeria, South Africa, Sudan,
Zimbabwe and some island nations with over 10% of the population having access to the internet.
• The rest of the world also lags behind, with only Western Europe enjoying online travel retail sales over 20% of the
total. Opportunities exist in Western Europe for online accommodation sales as direct sales by hotels increasingly
push sales away from OTAs. The market is likely to benefit from the additional competition caused by the recent
Opodo acquisition by equity investors AXA Private Finance and Permira Funds.

Regional Online Sales % Penetration by Category 2010
North America
Western Europe
Australasia

Travel retail
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Strong growth potential across the board
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• Online travel is forecast to show solid growth across the world to 2015, although the existing sophistication of the
•
•
•
•

North American online travel market means growth will be slightly slower there.
Younger populations across the world, the so-called Generation Z, are embracing online purchasing without the
previous lack of confidence seen by many older consumers, particularly in emerging regions.
Asia Pacific is predicted to see 10% annual growth for air and travel retail online sales, thanks to greater consumer
confidence with online purchasing and the increasing number of travellers obtaining access to internet services.
Online sales are being aided by social media, with Facebook emerging as a new sales platform.
Travellers in Eastern Europe and the Middle East and Africa are poised to embrace air sales online as it becomes
easier and more reliable to obtain tickets via this method. UFLYonline and Flightsite are helping to open up the online
arena.

Forecast Regional Online Sales by Category % CAGR 2010-2015
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Hive of corporate activity
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US giants seek new pastures
• Asia Pacific is on Expedia’s radar for its expansion plans in 2011, and with intentions to open at least five new

country sites in the region. The company already has a presence in China, with a controlling interest in eLong.
• Orbitz launched its application for iPhone and Google Android mobile devices in November 2010, as well as a
commerce-enabled website allowing access and booking from any web-enabled mobile phone. Consumers can book
flights, hotels and car hire, obtain flight status and even find available hotels using the phone’s GPS system.

Opodo and GTA sold
• Opodo was sold by Amadeus for €450 million in February 2011 to AXA Private Finance and Permira Funds.

Amadeus also signed a deal to provide Opodo, eDreams (owned by Permira Funds) and GoVoyages (owned by
AXA) with GDS services for 10 years. Kuoni bought GTA from Travelport for US$720 million.

Niche online presence growing
• Despite the dominance of the large online travel retailers, niche sites continue to grow, despite signs of

consolidation. These sites vary from Farecast which helps consumers determine the best time to buy a ticket, to
those that cater to little-known airlines only (alternativeairlines.com) or those providing travel specialist activities,
sports or services such as Travelhands.

American Airlines vs suppliers
• In December 2010, American Airlines removed all its content from Orbitz after the OTA refused to use the airline’s

proprietary distribution system, Direct Connect. Expedia followed suit and removed all American Airlines fares from
its searches in January 2010.
• Competitor Priceline entered the fray by advertising that it does carry all major airlines’ fares unlike its rivals. GDSs,
Sabre and Travelport, also became involved, making American Airlines fares difficult to find and more expensive.
Each side is evaluating the impact on revenues and costs by their moves.
• While American Airlines may be better off without Expedia and Orbitz, as leisure travellers buy cheaper tickets
through less expensive channels, the company will find it difficult without the GDSs.This stand-off is an insight into
what may lie ahead as direct suppliers try to take back control of distribution.
© Euromonitor International
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Online travel: future opportunities and threats
OPPORTUNITIES
Mobile technology

Mobile applications and websites for travellers to stay connected,
OTA-specific software for consumer loyalty

Emerging regions

Young populations of emerging countries rapidly embracing technology

Social media

Increasingly important as a communication and loyalty tool,
Social media as booking platform is nascent eg Delta, easyJet

THREATS
Increased competition

Consumer protection

Lack of personal touch

© Euromonitor International

Direct suppliers re-vamping websites to compete directly with OTAs will increase
conflict between distribution channels

High-profile bankruptcies scared consumers away from dynamic packaging

Online travel agents continue to suffer from a lack of personalisation, making
complicated itineraries difficult to complete
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Report Definitions

Definitions
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• Arrivals refers to international tourists visiting another country for at least 24 hours, for a period not exceeding 12
•
•
•
•
•
•
•
•
•
•
•
•
•

months, and staying in collective or private accommodation for leisure, business, visiting friends/family and other.
Departures refers to the number of residents that travel abroad for at least 24 hours from their country of residence
to another destination country for leisure or business purposes.
Hotels includes outlets that provide lodging include independent and chained operators as well as all company
owned, leased, managed and franchised outlets. Aparthotels are included.
Air transportation includes schedule, charter and low cost carriers, and measures ticket sales for outgoing air travel
by country residents and internal air travel by international tourists and domestic tourists. Excludes transit.
Travel retail is defined by the sale of travel retail products by travel agents, tour operators and online travel agents
direct to leisure and business customers including cruise, accommodation, flights, package holidays.
Corporate business travel retail refers to sales of all travel retail products including single and multiple
components to a corporate or managed account held by an employer in order to facilitate travel for its employees.
Leisure travel retail refers to sales of all travel retail products including single and multiple components to leisure
travellers or unmanaged/transient business travellers.
Online travel retail sales refers to sales of corporate business and leisure travel and tourism products through
travel retailers or online travel agencies operating in the country through a national or regional platform.
% occupancy rates express the relationship between available hotel capacity and the extent to which it is used. It
may refer to either the use of rooms or of beds.
Average Daily Room Rate (ADR) refers to the average daily room rate that a hotel charges a consumer for staying
in a hotel room per day.
RevPAR signifies revenue per available room. It is calculated by % occupancy multiplied by the average daily room
rate per company. RevPAR is based on rooms available for use by domestic and international visitors.
Luxury includes luxury, upper upscale and upscale chained and independents. Includes 4 to 5 stars.
Mid-priced includes mid priced chained and independents with/without food and beverages. Includes 3 stars.
Budget includes budget chained and independent outlets and their corresponding sales. Includes 0-2 stars.
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