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PART A
World Key Facts
4 years of 3.6% PA average growth, it slowed to 1% in 2008 with 3.3% contraction in sight for 2009

GDP:  On a long term T&T GDP 9.9% of global GDP is expected to rise.

Employment:  219 Million or 1 in every 13.1 job

7.6% to 276 jobs to 8.4% of total employment or 1 in every 11.8 jobs by 2019

Exports:  Currently generate 10.9% of total exports (1,980Bn)

Earning US$41,32Bn (9.8% of total) in 2019.

Direct Industry employment of 77 million

Next ten years, Direct Industry GDP is expected to achieve annualized Real Growth of 3.6% to 3,396Bn in 2019

Direct Industry employment by 2.46% to 98 Million

However hit by the negative events of 2008, which resulted in a sharp downturn in consumer and business confidence and spending globally.

China, India alone will represent 43Million direct and 123 million economy jobs in this sector

In absolute terms U.S. and China alone will invest over a trillion dollars in capital.
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In these challenging economic times, learn how to implement the latest trends and best practices in your internet marketing efforts to realize substantial ROI and incremental revenue growth.

The past sixty (60) years have witnessed a most astounding increase in global tourism available from a mere 25 million in 1950 to 903 million in 2007, with an estimated expenditure of more than US$856 billion or US$948 per arrival, with over 200 million jobs worldwide being directly attributed to tourism sector.

Making tourism the world’s number one export earner, ahead of automotive products, chemicals, petroleum and food.

Caribbean equivalent figures are 23 million arrivals and US$22.6 billion in expenditure.

The fact is that the regions tourism arrivals and receipts command a disproportionately larger share of the global total than do the share in the world’s population and GDP.  

CTO countries with only 1% of world population consistently attract about 3-4% of global tourism arrivals.

This is the only sector that does increase the regions effective market size on a daily basis while contributing heavily for GDP and employment.

The reality of tourism’s significance to the global economy is further illustrated by the fact that in 1950, 98% of tourist arrivals went to only 15 countries but in 2008 over 80 countries boasted arrivals in excess of 1 million.

SOS TO THE WORLD
A mere 3.5% drop in travel and tourism’s economic contributors to the planet’s gross domestic product this year could result in the loss of 77 million jobs.

That is just one of the specters of the global recession that will be handing over the world.  As per Oxford Economics impact report over 225 million people are employed in travel and tourism industries and generated 9.6% of global gross domestic product in 2008.

It is estimated that recent economic turmoil will cost 10 million jobs before subsequently recovering by 2010.  It is projected that travel will fall by 7% in 2009 and 4% in 2010.

It is estimated to continue to grow by 3.6% annually and create a 2.4% rise in jobs.  China alone set to provide 100 million visitors for other destinations and also generating vibrant domestic travel sectors.  

It is estimated that by 2019-2020, total of 275 million jobs, 8.4% of all jobs and 9.5% of global GDP will be in this export.

Tourism 40 billion from 1980  4 trillion industry

30% of Jamaican GDP,  43% Barbados

Dubai’s 2006 gross domestic product was 46 billion

Today oil and natural gas amount for less than 3% of the Emirates revenue.

It was US$9 billion up from 2005 and when compared to 17 billion in 2000

Dubai’s strategic plan 2007 – 2015 seeks to real per capita gross domestic product from US$31,000 to US$44,000 in 2015.

In 1975 oil revenue made up 64% of GDP – is testimony to the success Dubai has witnessed.

In Abu Dhabi it is 37% of GDP in 2006.

Dubai’s diversified its economy to Tourism, Financial Real Estate, hub for service industries, such as IT and new IFC.

Now embarking, Dubai Health Care City by 2010  Dubai has become the biggest re-exporting Center in the Middle East.

Dubai’s financial market today trades 95 billion.

Dubai Internet City.  Dubai Maritime City.  Dubai Studio City.  Dubai Marine.  Dubai Academic City, DuBioteck 
Dubai has the world’s first 7 Star hotel.

Burg Al Arab the world’s richest horse race, largest offshore land reclamation development.

The Palm, world’s largest mall and tallest building currently US$B in real estate under construction another 45Billion in development.

Within 4 years visitors increased by 50% to 5.4M in 2004.

Airport capacity has grown to 70M.

A new airport being built – Jebel Ali- will have a capacity for more than 120 Million.

U.A.E. – GDP 48 Billion to 80 Billion by 2019.  Employment 584 jobs in 2009 to 635 jobs in 2019.

Export earning from 36 Billion to 71 Billion

Ranking in world 21 Absolute Size

In today’s tough economy, everyone is still struggling with the pressure to make every marketing dollar count and to invest in campaigns with the HIGHEST ROI’s.

Leisure travel, business travel, meetings and groups travel are all in decline only good news is that there is ongoing shift from offline to online from GDS to online booking and ultimately from indirect to direct online.

Direct online channel business will grow 11% in 2009 and 10% in 2010.

Airlines

Downturn in air travel demand due to recession will keep airlines off balance promoting airlines to cut even more capacity for their fleets and reducing frequencies, unbundle their fares, breaking out more fees for services as fuel prices and currency fluctuation impact their cost centers.  Survival strategy will outline the recession, however they will see more reliance on alliances, mergers and joint ventures.

Cruise
These moveable assets have advantage over fixed assets businesses.  This crisis will trigger a return to home front phenomenon that started after 9/11.  Consumers are reluctant and take longer to decide.

They are using various stimulus marketing plan to convince skittish consumers such as a reduction on deposits, job loss insurance during these rather uncertain economy.

Technology
Travel technology companies, on line travel agencies, meter search providers, trip planning websites are doing their best to remain competitive by stimulating travel with bargain deals, assurances and theme selection through their experience finders: Expedia, Travelocity, Orbitz have joined Priceline in booking fees.  Deal analyzers make travel bargains feasible and guarantee that their site provide the best deals.

Hotels are facing the same challenge and in a buyers market finding the ways to provide and maintain quality service leads.  The global building boom that preceded the current downturn had stylish lifestyle hotels offering and amenities, customers expectations and ever diminishing loyalty demands better services for less high occupancies or low Customers notice reduction in offering.  

Therefore hoteliers have greater challenges to navigate these economic times. Backlash against corporate meetings and incentive travel, the so called AIG effect.  Companies are emphasizing responsible meetings.

Car Rental

Rental companies are slashing jobs, rental stores and purchase of fleets.  Some of them are cutting by 30%.  They have to fight for every ticket of profits as business and leisure car rental decreases.

Tours
Value selling is the buzz word.  Better destination for less.  Value being king vacations historically booked in advance have become a quick trip destination.  Last minute, shorter trips and economical destinations.

Retail
They are finding it a challenge but they are cutting all other overheads, but increasing their visibility on the internet and focusing on targeted EMarketing.  Using their own data basis for telemarketing and more visible in communities and travel shows.

FACTS

The worst virus is not that of swine flu.  

It is the virus of pessimism.

I am optimistic regarding the capacity of human kind to rise above all those challenges.

The current crisis is not just an economic crisis, but also, and more fundamentally a crisis of confidence.

Tourism and travel can be an accelerator of economic recovery.

Tourism needs consistent, clear, transparent and long term policies that support and stimulate demand for this sector.

Restaurant chains in crisis? As 40% of them face a liquidity crisis.

As Debt to Equity ratio have more than doubled since 2006 to 1.68 from 0.68 while cash lends have dropped at a rate of 6.5% per year since 2004.  40% of such branded chains have financial metrics that fall under Alex Partners “Early Warning Model” system.

They may not enter distressed situation, but are at risk of doing so if trends continue.

This study points out that this environment will not be accommodating to heavily leveraged companies that have seen cash flow evaporate.

Unemployment rises in USA and Eurozone contributed to lower confidence.

Tourism provides 2.7 million jobs in the U.K. and represents 114 billion sterling.

The U.S. industry posted declines in all three key performance measurements.

Occupancy dropped by 14.0% and Revenue per Available Rooms decreased by 22.4%.

Top 25 markets REV PAR decreased by over 30%.  However, 5 year forecast indicates REV PAR will reach higher than best year 2007 by 2013.  This year REV PAR will decline 12.1%.  Average rate by 7.4% and occupancy 5.1%.  It will bottom out in 2010 by 2011 will increase by 4.7%.

This forecast argues well as all economic indicators including GDP and gross metro product U.S. per capita income, U.S. retail and food services sales, consumer price index, S&P 500 Index and analysis of supply pipeline.

In the near future structured transactions and recapitalization including joint ventures preferred equity structures and sale leasebacks will be prevalent.  These will provide sellers with the desired initial cash proceeds and potential to earn out additional value on the back end.

Cost cutting is today’s modus operandi.

Revenue generation remain the primary focus of any operation.

Decade long economic book trailed off in 2008 at an increasing rate.  Downward trends are expected to extend into 2010.  Caribbean pipeline decreased by 28%, Mexico 15%, South America by 24%.  Except Central America’s positive 1%.

Developer sentiment continues to be dampened by the world’s economic crisis and falling operating performance.  Developers are looking at more types of public financing and incentive programs.

There is liquidity in the markets now for municipal bonds, as long as projections can support cash flow to repay the bonds others are seeking cities owned projects.

There is an opportunity now for private developers, investors and brands to team up to build privately and publicly owned that specializes in municipal finance or combination of different financial instruments.

TOP 10 INVESTMENT TRENDS, CHALLENGES
1) Lodging Real Estate Investment will get worse before it gets better

2) Lodging Real Estate Values continue to drop.

3) Deals Gone Bad:  Asset Purchased 07, 08 are under performing

4) Beginning of New Investment cycle

5) Quality and Volume of Product to Buy

6) How will you invest in Hotels today?

Most from Lenders with Cash deals

7) Interest rates will increase

8) Debt Availability
9) Equity Return Rates Increasing
Increased perceived risk as driver of increased equity rates of return required.

10) Hotels under construction have peaked.

Investors Short Term performance outlook has declined and will further drop.

In the medium term – two year performance outlook, investors sentiment has improved significantly.

Buy sentiment improved by 6% and is now at its highest.

With increased cost and decreased availability of debt and greater perception of risk, leveraged IRR requirements cap rates (initial) yield will increase for acquisitions reaching 10.4%.

There is death of leverage.  A Lot of best known companies are under stress.  They may not be making service on debt.

The equity investors demands the highest return on or has the highest cost of capital (high teens – unlevered).  There is another wave of debt restricting.  All deals closed in 2006, 2007 and 2008 are under water now.

Debt sixing today is 40% of debt.  There is 2-1 debt coverage.

Credit crisis cycles tend to happen about every 17 or 18 years.

Now is the time to buy debt at a discount

The challenge is finding mezzanine debt opportunity or acquisition that is a better return than buying back our own stock

Overall this is a complete reappraisal of values

The greatest hotel buying opportunity of our lifetime will be the next 12-18 months.

Do your Homework
I like to know what I am talking about before I speak (President Barack Obama)

DO PROPER DUE DILIGENCE

The timeline in development has changed greatly.  Deals are moving slowly as a result of the hampered banking institution.  Many are frustrated by this.

WORK WITH PEOPLE YOU TRUST
Work with partners you know and trust.  Do not act in desperation for a deal.  

If it is a square peg and a round hole, it does not matter how you look at it, in the end it is not going to work.

STICK TO WHAT YOU KNOW AND RESPECT SPECIALISTS FOR WHAT THEY KNOW.

Research the mechanics of a deal.

Assess your tourism and economic strengths and weaknesses analytically and sources of business

Find out:

· Which market will perform or not perform?

·  Which groups of travelers will you lose? 

· Is there a new group of travelers to whom you have never marketed?

· Is this the best time to ask for salary rises

Think globally but continue to assess and act  local conditions.

This industry is a component industry. It will be impacted by everyone else’s business. The power of clustering to increase business will become an important trend.

· Find market that will remain fluid with multiple ups and downs, it is time to build an economic crisis team.

· Think out of the box and do what adds value, customer service, improving product, and connects to the marketing effort.

· Listen to all the shareholders but separate those opinions from fact and fiction.

The focus again will be in our cost containment.  Unfortunately everyone’s best effort, the magnitude of the declines in revenue will exceed the expense reductions.

Over the last 15 years, every 100 basis point leverage has been accompanied by a 40 basis point decrease in annual returns.  The implications are profound.  There is demand for lower leverage.  This means a massive re-equitization of the public equity markets.

Markets are looking at recovery in 2011.  Appraisals are forward looking, first occupancy builds and then in rate.  It is estimated 5-6 years recovery.  Household debt to GDP used to be 40%; going up to 60% in 1980 and now it is over 100%.
Explore New Markets

Time to expand.  Time to be creative.

Mature businesses are capable of riding it out, it is time to re-tool.  World trade will contract by 11% this year according to IMF.

We need to discover ways to become more efficient in this contraction cycle.

One has to find a way to produce more efficiently, less costly and means to export at rapid supply chain, product, focus on meeting customers needs and find new and better ways to delight the customer.  Blue Ocean Strategies

Focus on innovation that creates value for customers.  Cutting costs and utilizing existing technologies to add value to the customer experience, conserve cash and focus on core markets.

Re-tool, restructure, re-engineer

Have to be a leader

Identify your opportunities to fair market share
Modern tourism in the first decade of the twenty-first century can be described as one of continued trials and challenges.

The terrorist attacks on September 11, 2001 caused the Travel and Tourism Industry to face global scrutiny and changed the way the tourism industry does business. Then it had to face food safety, health crisis, natural disaster and the rapid rise in petroleum price resulting in major price increases. Now once again we face a very different type of threat. The current threat is the economic meltdown of unprecedented nature.

In order to navigate these turbulent times:

· We have to use prudent management

· We have to BE REALISTIC

In every crisis a myriad of opportunities arise. There is a chance for new and innovative ideas to emerge, new avenues to be taken and new partnerships and alliances to be forged. Take a deep breath, think logically, deeply and act fast. Find various possible solutions that will permit you to overcome these challenges in a short time span and plan for the future in a strategic way in a most measurable and manageable fashion.

B) This is not the first time nor will it be the last that we have faced such turmoil. Difficult economic times demand good positive leadership and management skills.

C) Believe in facts rather than analytical fictions. Know how to separate facts from opinion (truth). 

This should be the main focus point

Hotel Internet Marking Tranches

Web 2.0 and Social Media

Paid Search (Search engines website optimization)

Email Marketing

Online display advertising

Even in this economy, the internal and especially the direct online channel.  You must carefully employ ROI-centric initiatives like the ones in website optimization and SEO, paid search email marketing online display advertising and proven social media initiatives.

Differentiation through the customized service

The industry remains very homogeneous from the way services were offered in the manner in which guests’ needs were satisfied in the 70’s, 80’s. Globalization and the development of new technologies modified travellers’ needs. Guests became more demanding and developed a taste for quality services. The 21st century witnesses a bolder industry that’s characterized by coastal growth, and above all fierce competition. As a result of the increased competition guests became aware of the major role they play within the market. Through these tools customers demand more benefits and a high quality of service which translates into high satisfaction levels during the stay. The best weapon at their disposal is the power of choice.

Globalization has made business focus on their strategies on the search for tools that allow for differentiation within the market. These tools are focusing on the way the services are offered. Knowing what customers want is no longer useful when there are often businesses offering the same.

The key to success is not to offer the same, but to offer in different ways services which customers find unique and cannot be easily imitated by the competition. The customer is seen not only as a rational being but as an emotional being as well. 

The goal is to design personalized service, getting different information from the guest and customizing service as a relational service, thus raising the emotional value of the services.

By:  Ali Khan

Date:  May 29, 2009
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