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The economy takes its toll on leisure travel

« 25% of US online consumers cancelled a leisure/
personal trip or cut travel spending since Sept. 1,
2008

* Travel cut-backs greatest among
—African-Americans
—25-44 year olds

—People with household incomes of either $45K-$59K
or $100K+

Base: US online consumers
Source: JupiterResearch/Forrester North American Technographics Consumer Online Survey, Q4 2008
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To save money, travelers cut “around the edges”

Reduced your budget for entertainment
(e.g., movies, concert, theater)

Reduced your budget for meals/snacks

Reduced your budget for shopping and
souvenirs

Canceled a leisure/personal trip

Opted to stay with friends or family rather
than stay at a hotel

Shortened the length of your trip

Changed the destination where you were
going on a leisure/personal trip

22%

19%

18%

16%

10%

7%

5%

1

Base: US online consumers

. (multiple responses acceﬁted)
Source: JupiterResearch/Forrester North American Technograp

ics Consumer Online Survey, Q4 2008
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One-fourth of travelers who plan to spend
more on travel are retired
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Americans view travel as a right, not a privilege

e Travelers are less likely to cancel a trip than to find
ways to cut spending for a trip

e To save cash, travelers will redeem loyalty program
points/nights for hotel stays

e Hotels face other challenges
—Shorter stays
—Reduced F&B spending
—Change hotels to save money

—Corporations negotiate for value-add concessions —
free breakfasts, free Internet, free late checkout
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The wealthy aren’t immune to the economy

* Wealthy are investing more conservatively, spending less
on luxury goods, and being more thrifty with their credit
cards.

» Asking their personal shoppers and private-jet travel
providers to seek the best deals rather than over-the-top
extravagances

e Some private-jet travelers stop by a deli on the way to the
airport, rather than have a catered meal on the plane.

e Buy a hybrid to supplement multiple luxury vehicles.

Source: CNN.com
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Consumers can’t rely on equity to fund their
lifestyles anymore

* Almost 20% of US
mortgage borrowers owed
more on their loans than
their house was worth in
Q3 of 2008...

e ...And may increase to
almost 25% should prices
keep falling

Where Homes Are Worth Less Than the Mortgage

e More than 7.5 million
properties already have

negatlve eql'“ty Circle is proportional to the number of
negative-equity homes in each state.

Source: NYTimes.com

Source: Bloomberg.com
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Consumers are starting to have a different
relationship with money
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What's needed to get out of the crisis

e Liquidity
 Capital
e Confidence

* When will we get out?
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distribution to
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Primary consumer technologies are mature
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Base: US households
Source: North American Technographics® Benchmark Survey, 2008
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Brand-loyal travelers are vanishing

Brand-loyal US online leisure travelers

* 46% of US online hotel 40%
guests do not belong to any 35%

hotel loyalty program 30% —_

* Next generations of travelers o5 \-\.

less likely than older 20%
travelers to be brand loyal
15%

« Gen Y and Gen X less likely 10%
to belong to hotel loyalty
programs

5%
0%

2006 2007 2008

Base: US online hotel guests

Source: Forrester's North American Technographics® Retail, Travel, :
Customer Experience, And Financial Services Benchmark Survey, Q3 2008 Lelsu re hOtel g UEStS

-8 |_ejsure travelers

Base: US online leisure travelers

Source: Forrester's North American Technographics® Retail, Travel, Customer Experience, And Financial Services Benchmark Survey, Q3 2008;

Forrester's North American Technographics® Finance, Retail, And Travel Benchmark Survey, Q3 2007; Forrester's NACTAS Q3 20



Total US travel sales are expected to decline
3% from 2008 to 2009
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Source: Forrester’'s US Online Leisure And Business Travel Five-Year Forecast
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68 million Americans will buy travel online in
2009, up from nearly 66 million in 2008
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Source: Forrester’'s US Online Leisure And Business Travel Five-Year Forecast

18 Entire contents © 2008 Forrester Research, Inc. All rights reserved.



$26 billion of leisure/lunmanaged business
hotel travel to be booked online in 2009

$ Billions
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$45 $8 billion of managed business hotel sales will be
$40 booked online in 2009
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Source: Forrester’'s US Online Leisure And Business Travel Five-Year Forecast



Hotel direct Web sites will continue to increase
share of online bookings
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20 Entire contents © 2008 Forrester Research

Source: Forrester’'s US Online Leisure And Business Travel Five-Year Forecast ] .
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Traditional travel distribution professionals inten d to emphasize
better value-producing channels

“Which of the following does your firm currently use to

distribute/sell its products?” Number who find

channel important

for 2010
Wholesalers/tour operators 29 11
Traditional travel agencies 29 22
|
Cor  Online travel agencies []28 23
considered to be most \
Online travel age important for 2010 28 26

Travel management companies [ 28 22
Contact/call center _26 25

Consolidators — 18 23

Base: 29 traditional travel supplier distribution professionals
Source: Forrester’s Traditional Travel Distribution Survey, Q4 2008
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Digital distribution professionals test new channel S now

“Which of the following digital channels does your f irm currently use to distribute/sell products
to consumers, travel agencies/travel management com panies or corporate accounts?”

Your company's own direct Web site(s)

Online travel agencies

Meta-search

Corporate booking tools

Direct connections (GDS bypass) with
travel agencies/TMCs

— >0

I 29
I 22
I, 22

—20

Social networking site applications/widgets

Mobile-optimized Web sites

Desktop widgets (e.g., Southwest DING!
SPG Check-In)

SMS/text messaging

= I

I 13
I 11

—

Base: 29 digital travel supplier distribution professionals

Source: Forrester’s Digital Travel Distribution Survey, Q4 2008
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Direct connections with travel agencies and mobile
sites are the most important for 2010

“Looking forward to 2010, what is the estimated impo rtance of the following distribution
channels for your firm.”
(respondents answered 4 or 5 on a scale of 1[Not at all important] to 5 [Extremely important])

Direct connections (GDS bypass) with

travel agencies/TMCs 26

|

Mobile-optimized Web sites 5

Social networking site applications/widgets _ 21
SMS/text messaging _ 17

Desktop widgets (e.g., Southwest DING!
SPG Check-In)

14

|

Base: 29 digital travel supplier distribution professionals
Source: Forrester’s Digital Travel Distribution Survey, Q4 2008
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More digital distribution professionals plan to mai
or cut technology budgets than increase them in 200

“Thinking about 2009, which of the following ranges best describes how your budget for
eCommerce/eBusiness technology improvements/R&D may change from 2008 levels?”

B +11% or more

W +6-10%
The 2008 average W +1-5%
' 4 milli
budget is $3.4 million 5 No change
0-1-5%

E -6-10%
Base: 23 digital travel supplier distribution professionals
Source: Forrester’s Digital Travel Distribution Survey, Q4 2008

ntain

9
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Increasing revenue booked through direct Web sites IS most
important for 2009

“How important are each of the following for your fi rm's 2009
eCommerce/eBusiness strategies/focus?”

Increasing the share of revenue booked through your direct
Web site(s)

Increasing revenue from online up-sell/cross-sell e fforts 19

20

Growing the number of registered Web site users 19
Creating more engaging booking paths/processes 18

Increasing online sales outside your home country 17

Growing the take-up rate of travelers who acceptup -

16
sell/cross-sell offers

Increasing online sales of premium products/service S 16

Expanding online payment options (e.g., PayPal, ele  ctronic

1
bank transfer) 6

Using mobile as a distribution channel 15
Improving online/digital visual content quality 15
Improving online/digital written content quality 14
Utilizing video content 12

Increasing packaged/"bundled product” sales 12

Creating new/improved direct sales online/digital ¢ hannels

9
for larger/managed corporate accounts

Base: 20 digital travel supplier distribution professionals
Source: Forrester’s Digital Travel Distribution Survey, Q4 2008
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Distribution is passive, merchandising is active

« 2009 requires a massive reconsideration towards
how we engage financially frazzled travelers

« Successful merchandising requires more active
customer engagement, not just completing a sale

* The channels and technologies you use must be
effective not just to push product, but pull in the
customer

FORRESTER






29 Entire con

Travel eBusiness must be continuous
and comprehensive

Manage/support

Learn/educate

Traveler

Buy

tents © 2008 Forrester Research, Inc. All rights reserved.
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Know your guests’ primary motivations...

Base: US online hotel guests

Source: Forrester's North American Technographics® Retail, Travel, Customer Experience,
30 Entire contents © 2008 Forresteﬁ%gsgrrc]r?ﬂ](c:!%lll %ﬁtgvrle(s:eesec?en(:hmark Survey' Q3 2008



..And use them to be more relevant

Characteristics Tech comfort  Channel, product focus

*Theme-based

_ _ shoppin
Impulsive, creative, Extremely high -AugiF()) 3isual content
self-indulgent -Mobilé

Community - social

«Contextual shopping
*Online configurators
*Property, room details
*Mobile

«Community -
networking

Efficient, control, High
comparative

. _ *Calendar shopping
Sharing, nurturing, Moderate *Privacy policy

price-focused -Budget-planning
tools

*Visual content



Think creatively

“How about 21% off your stay at Hyatt?”

FORRESTER



Extend relevant offers to financially petrified
travelers

FORRESTER



Visual search elevates online travel planning
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Inspire travelers
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Make your customers feel welcome

36  Entire contents © 2008 Forres ter Researc h, Inc. All rights reserve d. FORRESTER



Simple mobile activities are more popular — for now

“Which of the following travel-related activities ha ve you done using your mobile
phone’s text messaging or Internet capabilities?”

Received text alerts for a flight's departure
. 62%
or arrival status

Looked up an address [ 38%
Looked up driving directions _ 38%

Looked up dining/restaurant information T 28%

Looked up a flight's on-time status || NN 28%

Looked up flight schedules [N 25%

Made a reservation for a flight, rental car,
ol T

or hotel
N B Flight Information
Researched hotel availabili 11%
ty _:I E Destination Information
i O Booking Management
Requested/booked a th| or ground :| 10% g g
transportation

Base: US online leisure travelers who have used their mobile phone for travel-related data services

Forrester's North American Technographics Retail, Travel, Customer Experience, and Financial Services Benchmark Survey, Q3 2008
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Front desk help is no longer needed

38 Entire contents © 2008 Forres ter Researc h, Inc. All rights reserve d.
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Disney & Verizon team up to turn the cell phone into a
theme-park visitor's tool

Disney and Verizon bill the new service as a way to
enhance the "theme park experience," enabling park-
goers to use their mobile phones for tasks such as
saving a spot in line at a popular ride and zeroing in on
where Cinderella can be found signing autographs.

FORRESTER



Don’t just offer community...

40 Entire contents © 2008 Forrester Research, Inc. All rights reserved. FORRESTER



...Reward participation to get guests more
Involved

41 Entire contents © 2008 Forres ter Researc h, Inc. All rights reserve d.




Interactive help is essential for travel eBusiness
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GDS Evolve Into GMS

* Global Merchandising Solutions

 Comprehensive platforms designed to extend
—The right offer
—To the right customer
—At the right time

 Better personalized content — for the agency, agent
and traveler

* More effective use of display “real estate”
* More effective cross-selling and up-selling

FORRESTER



Travel sites must emulate Web portals’ abilities

to let users personalize their home pages

I

73% of US online consumers use

a portal as

their home page. 30% cite the ability to
customize content as an important reason
why they use these sites.

Base: US online consumers
Source: Forrester’s North American Technographics® Retail Online Survey, Q3 2008
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Take the opportunity to learn about your
customer
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Summary

« We will get through this

e Consumers will have a different relationship with
money...

o ...And will be more measured in where they travel
and stay

e Don’t stop investing
e Continue to anticipate travelers’ needs
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Thank you

Henry Harteveldt
+1 415/206-0889

www.forrester.com
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