2

ECOLE HOTELIERE

LAUSANNE

Since 1893

Sir David Michels on the shape
of the coming recovery

The outlook for 20 key markets,
from China and the USA
to Germany, Brazil and Libya

Is it time to change in-ro&"‘

technology standards ?

How the crisis
“will affect luxury in 2010

Editorial input from 25 hotel' L
mdustry CEOs

& HSYNDICATE

[

e

a3l

4 ﬁ 1

-

. -
-
L
L]
L)
' boutique
SR
T Cornell University o i b e n C h A
GE) School of Hotel Administration nDeEvS;Ig&jrl‘\I W des‘;ll:g gﬂlrons


www.ehl.edu/eng
www.watg.com
www.boutiquedesign.com
www.benchevents.com
www.hotelschool.cornell.edu
www.hsyndicate.org/index.html

2

ECOLE HOTELIERE

LAUSANNE

Since 1893

boutiqu
DESI(JN

new york

AHFTP

bench

E VENTS

4 Cornell University

= HSYNDICATE

WATG

designing destinations

School of Hotel Administration

The Ecole hoteliere de Lausanne (EHL) is the co-publisher of The Hotel Yearbook. As the oldest Hotel School
in the world, EHL provides university education to students with talent and ambition, who are aiming for
careers at the forefront of the international hospitality industry. Dedicated to preparing tomorrow’s executives
to the highest possible level, EHL regularly adapts the contents of its three academic programs to reflect the
latest technologies and trends in the marketplace. Since its founding in 1893, the Ecole hoteliere de Lausanne
has developed more than 25’000 executives for the hospitality industry, providing it today with an invaluable
network of contacts for all the members of the EHL community. Some 1800 students from over 90 different
countries are currently enjoying the unique and enriching environment of the Ecole hételiére de Lausanne.

Boutique DESIGN New York, a new hospitality interiors trade fair, will coincide with the 94-year-old International
Hotel/Motel & Restaurant Show (IH/M&RS). Designers, architects, purchasers and developers will join the hotel
owners/operators already attending IH/M&RS to view the best hospitality design offerings as well as explore a
model room, exciting trend pavilion and an uplifting illy® networking café.

HFTP provides first-class educational opportunities, research and publications to more than 4'800 members
around the world. Over the years, HFTP has grown into the global professional association for financial and
technology personnel working in hotels, clubs and other hospitality-related businesses.

Bench Events host premier hotel investment conferences including the International Hotel Investment Forum;
the Arabian Hotel Investment Conference and the Russia & CIS Hotel Investment Conference. Bench Event’s
sister company, JW Bench, is a benchmarking company that has launched the Conference Bench and the
Productivity Bench. An industry first, the Conference Bench, measures performance data for conference space
in hotels throughout Europe.

Founded in 1922, Cornell University's School of Hotel Administration was the first collegiate program in
hospitality management. Today it is regarded as one of the world’s leaders in its field. The school’s highly
talented and motivated students learn from 60 full-time faculty members — all experts in their chosen disciplines,
and all dedicated to teaching, research and service. Learning takes place in state-of-the-art classrooms, in the
on-campus Statler hotel, and in varied industry settings around the world. The result: a supremely accomplished
alumni group-corporate executives and entrepreneurs who advance the industry and share their wisdom and
experience with our students and faculty.

With an exclusive focus on global hospitality and tourism, Hsyndicate.org (the Hospitality Syndicate) provides
electronic news publication, syndication and distribution on behalf of some 750 organizations in the hospitality
vertical. Hsyndicate helps its members to reach highly targeted audience-segments in the exploding new-
media landscape within hospitality. With the central idea ‘ONE Industry, ONE Network’, Hsyndicate merges
historically fragmented industry intelligence into a single online information and knowledge resource serving
the information-needs of targeted audience-groups throughout the hospitality, travel & tourism industries...
serving professionals relying on Hsyndicate's specific and context-relevant intelligence delivered to them when
they need it and how they need it.

Qver the course of the last six decades, WATG has become the world’s leading design consultant for the hospitality
industry. Having worked in 160 countries and territories across six continents, WATG has designed more great
hotels and resorts than any other firm on the planet. Many of WATG's projects have become international
landmarks, renowned not only for their design and sense of place but also for their bottom-line success.
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2010 RECOVERY

We asked SIR DAVID MICHELS, one of the hotel industry’s legendary figures, if he would share with us his view of 2010
for the business as whole. The former Chief Executive of HILTON GROUP PLC, Sir David is now a Board member of
both STRATEGIC HOTELS & RESORTS and JUMEIRAH HOTELS. In short, he knows what he’s talking about. His outlook

in a word: recovery.

To forecast the recovery of the hotel business is really like trying
to forecast the recovery in the world economy as a whole,
because there is no doubt that the two are indelibly linked.
However, hotels do have particular peculiarities and are often
the bellwether of the economy as a whole. So, to defy Albert
Einstein’s quote, « I never think about the future; it comes soon
enough, » | will take my chances of almost inevitably being
wrong and try to forecast a likely scenario for 2010.

Let's look first at where we are some year-and-a-bit into the
downturn. Across almost the entire world, we have seen
RevPAR — and probably turnover, too — decrease by anywhere
from 35 % and more. Furthermore, there’'s been an almost
direct corollary that regardless of its location, the more up-
market the hotel, the greater has been this decrease. But
even at the budget end of the market, there has been a firm
downturn. Across the industry, hoteliers have tried to deal with
this by
lowering prices in order to try and maintain occupancy;
cutting as many services as possible that they believe will not
directly affect customers;
delaying or canceling refurbishments and capital expenditure
in general; and
doing without as many team members as any hotel believes
it possibly can.

All natural reactions, but as we know in the hotel business,
there are a limited number of things you can do to «save the
business, » but they won't increase turnover.

Two other facts cannot be questioned. First, along with much
of the property industry, many hotels are running with negative
equity, i.e. they are either not paying their interest or have

at least broken banking covenants. Second, sales of hotels
around the world have not been lower in number in recorded
history. Yes, some owners have changed flags or changed their
strategy certainly, but have not actually sold the property.

A bleak picture. So how will things get better ? And when, and
how, might things look different as they do improve ?

yearbook

Let’s first look at the general economic climate. There seems to
be the view at the moment [October 2009] that most Western
economies have at least bottomed out. It's just how long we
will stay at the bottom that no one is sure of. But at this stage
of the cycle for hotels, we have seen in the past — and | believe
we will see again in the future — a different attitude, from both
business and leisure, as we enter 2010. Corporations in general
need to sell to customers; they need to hold long-delayed
meetings and conferences; they need to reinvigorate their
teams, display products and in a general sense re-enter the
business environment. All of these activities directly affect the
hotel business, and | believe we will see these events unfold in
the spring of 2010. To the positive bottom line of the industry.

Tourists have by no means deserted hotels over the recession;
they have merely paid less for the privilege of not doing so.

| believe by the second quarter of next year they will start
traveling again. Many people now realize that they are not
going to be out of work, and many didn't have a holiday

in 2009, so the temptation to have one in 2010 is greater.
Transportation costs, in particular air fares, have never been
cheaper in real terms, so | believe the holiday industry will
return — albeit initially in the guise of shorter breaks.

If these forecasts are true, then hotels will see a much busier
2010 than the last two years — but not a vastly more profitable
one, since they will be full at low rates. Rates lag occupancy,
and | don’t see a return to 2007 rates until 2011-2012.
Therefore, in the industry | see no return to historic profitability
until then.

So what happens next year to the hotels — so many of them:
too many of them — that are in financial difficulties at
the moment?

There are two strong arguments that the banks are in no hurry
to put hotel companies into receivership. First, they don’t want
to write their balance sheet down. Second, like everyone else,
they believe business will return, the natural consequence of
which will be higher values — and thus the banks feel there is
no need for a writedown. This will almost certainly be the case
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in 2010 so long as the lenders are satisfied with the current
management ability.

On the other hand, there is enormous interest on the part of a
large number of institutions and individuals, from private equity
to rich individuals to wealth funds and real estate investors,
who believe they can enter the hotel real estate business now
at a good price, and engorge themselves by the consequent
upswing. So we are seeing the very few hotels currently being
marketed with an enormous number of bidders, at a price no
one will accept. | hereby predict that somewhere between

April and July of next year, the two views will cross, and a large
number of hotels will change hands, brands and owners.

2010 is going to be a particularly interesting year for the hotel
industry: a benchmark year to look back on. This article,

of course, could be quite perfectly held up for ridicule in
hindsight. So | shall put away my crystal ball and hope that | am
wrong about some things and right about others. One thing is
sure: the hotel industry will continue to survive. It has for over
2000 years, and it will continue to give employment to many —
and pleasure to many more.

tf’ué, thenhotels will see 3
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no products to my clients that | don't have
full confidence in. Because at Vontobel

we are guided by solid and sustainable values.
Our investment strategies are carefully
structured and tailored toward individual
goals. This enables my clients to do well

even in difficult times — and over the long
term to miss out on

nothing.

Regula Wasinger-Riiegg, Private Banking
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Investment Banking
Asset Management

Bank Vontobel AG

Gotthardstrasse 43

8022 Zurich

Telephone +41 (0)58 283 79 95
Performance creates trust www.vontobel.com
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