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OUR VISION IS THAT BY 2020:

 Cape Town will be Africa’s top city, and one of top 10 world cities, to
visit, live, work and invest.

» Tourism industry will be recognised as a real driver of economic and
social transformation in Cape Town.

« Tourism industry will have played a key role
in promoting Cape Town as the creative
and lifestyle centre of Africa.

Our strategic target, to enable the city to
achieve this vision, is to double the
value of tourism to the economy of

the city by 2020.




CAPE TOWN'S STRENGTHS...

e Scenic beauty

* Rich Culture & Heritage

 Diversity of attractions & experiences
 Value for money

WINDOW OF OPPORTUNITY ...

¢ 2010 FIFA World Cup

- Marketing Benefits
- Economic Benefits
- Legacy Benefits




RECENT CHALLENGES

Global Economy

— Decreased business activity

— Decreased disposable income
— Unemployment

* (Lack of) Consumer and Business Confidence
« Shorter booking window
e Smaller margins
 Reduced capacity
 H1N1 virus (Swine Flu)

UNTWO World Tourism Barometer
June 2009




STATE OF TRAVEL INDUSTRY

e Globally, industry moving towards “bottomed-out” tr end
— Jan - April 2009 recorded 247m international tourists
 Down 22m from 2008
» 8% decline year on year

— International tourism is forecast to decrease by between -6%
and -4% in 2009

— Decline expected to ease back half of 2009

o 2009: falling consumer demand
— Tourism arrivals: -1.1%
— Air travel: -2.3%
— Hotels: -3.6%

 Consumers are trading down
— Luxury to mid-priced
— Lower priced transport (I.e. Rail in Europe)
— Business Class vs. Upper Class




STATE OF TRAVEL INDUSTRY

« Auviation
— 8% decline in passenger traffic globally
— Capacity was cut by 4%
— Load declined from 76% to 72%

e Hotels

— There is a downward trend globally for hotel key performance
indicators:

» Occupancy and room rates down
 RevPAR down double digits

 Business Travel
— 23.6% decline (May 2009) in premium passengers
— Corporate buyers trading down > luxury vs. moderate
— 85% of companies cut travel spending
— Travel restricted to generating revenues & only essential
— New trends emerging i.e. Video conferences & Webinars




STATE OF TRAVEL INDUSTRY

« Africa is the only region to experience an increase

In arrivals

— Africa: +3%
— Europe: -10%
— Americas: -5%

— Asia & the Pacific: -6%
— Middle East: -18%




WHEN WILL IT ALL END?

V.U .L




DISTRIBUTION CHANNELS

FROM

Consumer > Retail Travel Agent > Wholesalers > Inbound
Operators > Product

TO
Consumer > Product OR Inbound Operator > Web ???

New Trends emerging (Australian Survey):
* Direct—from 3% > 27% (over past 5 years)

e Online —from 9% > 18%

— Wholesale and Tour Operators — from 37% > 18%
— Travel Agency — from 51% > 36%




THE CHANGING CONSUMER

* Anxiety
 Uncertain future

» Credit crunch > Average American household has credit card debt
of $9900

« Time poverty > 41% of Americans feel they do not have enough
time...

e Too much work! > 57% of Americans feel life has become too
complicated

« Vacation Deprivation > 47% of Americans feel they do not have
enough vacation time

« Climate conscious > long-haul travel in danger




CONSUMER TRENDS

e Still committed to travelling

« GenY (ages 25-35) are spending the most

e 18-34 year olds are more likely to travel more
« Boomers (ages 45-64) are spending the least

 “Togethering” > Family Travel

71% of parents wish their family spent more time together
69% wish they had more time to just sit and talk with their kids
Consumers want to reconnect with what is really important

73% now spend more time thinking about making valuable
choices

52% of parents will take kids out of school for a vacation

 Multi-Generational Travel

38% of leisure travelers are now grandparents
27% took at least one trip with grandchildren



CONSUMER TRENDS

» Celebration Vacation
— Vacation taken to celebrate a special occasion

— Generally family oriented i.e. anniversaries, honeymoons, family
reunions

— Taken by 70% of leisure travellers
— Tend to be longer & more people
— Generate greater travel expenditures

 The Younger Market
— Less effected by economic crunch
— Sitill travelling
— Convert for life

« Affinity/Special Interest Travel i.e.  Culinary, Religious, Academic,
Sport

— Passion outweighs Cost




CONSUMER TRENDS

» Trading down, not out > price vs. value
— 92% agree that: “it is usually not necessary to pay full price”

« Shorter vacations > weekend escapes vs. long vacati  ons

— Number of Vacation days per year
« ltaly 42
* France 37
« Germany 35
» Great Britain 28
« Canada 26
e Japan 25
« USA 13




CONSUMER TRENDS

e Environment

— 85% of adults consider themselves to be environmentally
conscious

— But, only 47% are willing to pay higher price to responsible
suppliers

— Contribute Most To Global Warming
39% - Airlines

12% - Car rental companies

4% - Hotels/resorts

3% - Attractions

3% - Cruise Lines

« Been There, Done That
— 66% would like to visit someplace new




CONSUMER PLANNING TRENDS

e
o1 BN

« Average of 4 hours planning a vacation (3 hours more than planning
a medical procedure)

» Average consumer makes 22 visits to travel sites before buying
online

 15% don’t know where they’re going when they start planning
* 39% don’t know when they will be travelling




RESEARCH TRENDS

15t Stop for Information
— Search engines like Google, Yahoo, MSN > 34%

— Web site of tourist office > 23%
— Online travel agency like Expedia, Travelocity > 22%
— Web site of hotel chain > 8%
— Web site of individual hotel or resort > 7%
— Web log > 1%

« Critical about search results
— More reliance on “objective” sources

« Give it to me straight
— 1/3 travellers visit a “blog” to read a review 15t

— 37% report being influenced by personal comments read on
social networking or travel advisory web sites

— Sites such as MySpace.com (56%) and Facebook (30%) are
searched more than travel advisory or review sites such as
TripAdvisor (14%)




TOP INFLUENCERS — LEISURE

» Affluent travellers want:
— Great value for money
— Treat for themselves/family
— Promotional offers
— Tailor-made getaway/mini vacation
— Unique experience

» Chain hotels still preferred by majority, but independent
hotels/guest houses gaining popularity

« Value is now more important than brand
— Top 3 reasons for booking:
 Room upgrades
e Complimentary meal plans
» Room discounts greater than 20%

— 35% ranked affordability and low price as most important
planning factor




MAINTAINING RATE INTEGRITY

« Will this preserve my brand equity and put me in a favourable
position to take advantage of the recovery when it happens?

« Dumping or dramatically increasing rates can affect our image
negatively...

 What are our options or alternatives?

— Generating Ancillary Revenue like i.e. fees for non-core
services

— Price Fencing i.e. offer aggregate price for longer stays

— Opaque pricing > user discovers name of hotel only AFTER
booking

— Affinity pricing i.e. members, locals, spouses
— Local Partnerships i.e. include a local tour
— Innovative promotions




POST 2010 STRATEGY:
MANAGING PERCEPTIONS & EXPECTATIONS

* Hosting major events can stall tourism growth

1.8

NEVAN —
7 \\//

7l )

Million Visitors

2.1

1999 2000 2001 2002 2003 2004 2005 2006 2007%

International Arrivals in Sydney




LESSONS FROM SYDNEY...

» Take care of existing customers first

* BE REALISTIC

» Decide what is suitable for your business i.e. contract with MATCH or sell
directly to visitors

» Secure partnerships with official event wholesalers and travel sellers ASAP

» Secure accommodation contracts with event sponsors

» Develop flexible and inclusive packages to meet needs and to increase
perceived value

» Be proactive to generate additional revenue i.e. food & beverage

o If your hotel is near an event venue, shout about it or link into and provide
adequate information or transport support

* Where did hotels run into difficulties?
-Transportation & Location
- Waiting too long to release hotel rooms
- Greed
- Not being proactive
- Assuming demand will exceed supply



LESSONS FROM GERMANY...

 Failed to get business before and after Games
* Don’t be greedy

* Have contingencies

» Don’t raise prices more than 30% - 40%

» Most tickets go to sponsors

» People travel in groups — be prepared

» Package with local partners i.e. transport, tours

» Expect a dip after the Games and plan now...




CAPE TOWN 2010 PRICING
STRATEGY

« Maintain position as value for money destination

* Need to manage realistic expectations

e Integrated planning with provision for interventions
» Get industry & citizens on board & communicate

« Ensure pricing not exceed peak season pricing

» Use event to counteract seasonality, package winter and
attract interest from non-traditional markets
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CAPE TOWN
TOURISM

Living Cape Town. Loving Cape Town.




