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A Global Overview

Following the impact of the relapsing global economy in 2011, European economic woes persisted
related to difficulties of weaker members such as Spain, Greece, and Italy. Output in the second half of
2011 was particularly weak, exacerbated by natural disasters such as the floods in Thailand. Contrarily,
2012 began on a positive note in terms of market sentiment and easing monetary policy in developing
countries; this was reflected in the rebound of economic activity in both developing and advanced
countries. Towards the end of May, however, negative sentiment in the Euro Zone re-ignited behind a
silhouette of market tension, fiscal slippage, banking downgrades and political uncertainty. With further
deterioration, the increase in tension subtracted from Euro Zone growth in 2012, which registered a
contraction of 0.3%. With this in mind, and on account of market volatility, global GDP increased by an
estimated 3.3% in 2012 according to the International Monetary Fund (IMF), aided by the limited
contagion effect the Euro Zone had on developing countries. Growth, hereafter, is expected to
accelerate in 2013 and 2014 by 3.6% and 4.1%, respectively.

2012 was a year of change in the global political arena. In the United States, President Barack Obama
was re-elected after facing off with Mitt Romney from the Republican party. In Europe, the economic
crisis plaguing the region continued to be addressed by the respective politicians. Following a credit-
rating downgrade in France, former President Nicolas Sarkozy attempted to stimulate the economy,
which was not received well. In April, the country voted for socialist nominee Francois Hollande to take
the role of leading the country. On a similar note, after austerity talks collapsed, Dutch Prime Minister
Mark Rutte resigned from his post while at the same time, the two main political parties in Greece
continued facing financial crises. Include herein the ongoing battles between Iran, Israel and the United
States and the general overview was in a similar condition as the global economy; uncertain and
unstable.

Slowing global output growth resulted in the World Trade Organisation downgrading the 2012 forecast
for international trade growth to 2.5% from 3.7% in the third quarter. Moreover, the 2013 estimate for
trade growth was scaled back to 4.5% from 5.6%. Output and employment data in the United States
continued to provide disappointing results, while purchasing managers’ indices and industrial
production figures in China indicated slower growth in the world’s largest exporter. Additionally, and
more importantly, the sovereign debt crisis in Europe did not subside, resulting in painful and volatile
fiscal adjustments. Generally, world trade figures include trade between EU countries, making them
particularly sensitive to developments
in that region.
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conveyed in these years has changed direction as investors weigh the potential upside opportunities
against the downside risks of the current economy. Longer term projections show a moderate, albeit
steady rise, with 2013 expected to reach 2007 levels again nearing the US$1.8 trillion mark and 2014
forecast with USS$1.9 trillion.

International tourism in all regions was up by the end of H2 2012. Asia Pacific led international growth
by 8% following a recovery of Japanese inbound and outbound tourism. With some of the most visited
global destinations, Europe lagged behind the majority of regions with 4% annual growth. This growth
was led by Central and Eastern Europe, with the Mediterranean experiencing a meagre 1% growth, and
was likely restrained by a recovery of the destinations in North Africa and the Middle East. Central and
South America took the helm in the western hemisphere, with average growth in the Americas reaching
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A Regional Overview

From a more local perspective, the Arab Awakening that was spurred towards the beginning of 2011 has
largely faltered, with the exception of Syria, where the situation remains a humanitarian disaster. The
uprisings in Egypt, Bahrain and Oman are in the past, with growth returning to their respective tourism
industries on the wave of improved traveller confidence. During the periods of violence and clashes,
neighbouring United Arab Emirates benefitted largely from a shift in demand, as did domestic travel in
the Kingdom of Saudi Arabia. Syria and its neighbours, on the other hand, have been gravely affected by
the ongoing violence as a result of travel bans and warnings made to GCC residents. Egypt, following
more recent media coverage, experienced a relapse in its stability in December 2012 as protestors took
to the street once more as the country reforms. In 2012, as evident in Figure 1.3, all major cities have
returned to growth, particularly Bahrain and Cairo, which witnessed significant contractions in year-on-
year airport passenger movements in 2011. Figure 1.3 provides an indication of the growth exhibited
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Middle East countries expect an aggregate growth of 5.2% in 2012, with several mega developments
coming online between 2014 and 2016. Despite a handful of mega developments in the UAE being
halted in 2011, many have since then been reinstated, while Saudi Arabia ploughs ahead with financial
and technology cities. The most recent mega development to be announced in the region is Dubai’s
Mohammed Bin Rashid City, which is expected to cost nearly USS$3 billion and will feature the world’s
largest shopping mall, five distinct theme parks, as well as an astounding 100 additional hotels.

Intra-regional travel stagnated with the dawn of the Arab Spring; Qataris chose Germany over Egypt and
Saudis chose London over gulf destinations. This is not aided when reviewing emerging destinations for
the top regional airlines; focus is geared towards Europe with major airlines adding flights and opening
new spokes. However, a significant portion of regional travel is domestic, via road, and it does continue
to produce figures. According to figures prepared by the respective government ministries, 75% of travel
to Bahrain continues to originate from the GCC, 50% of travel to the UAE continues to originate from the
GCC, and Arab countries remain roughly 40% of Lebanon’s source markets. As a result of the Arab
Spring, nonetheless, GCC nationals opt to travel to Europe, or remain domestic tourists. In the short-
term, slow improvement is forecast, whilst in the medium- to long-term, dependent on the stability of
the region, positive growth is forecast in regional tourism.
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About HVS

HVS is the world’s leading consulting and services
organisation focused on the hotel, restaurant, shared
ownership, gaming, and leisure industries. Established
in 1980, the company performs more than 2,000
assignments per year for virtually every major
industry participant. HVS principals are regarded as
the leading professionals in their respective regions of
the globe. Through a worldwide network of 30 offices
staffed by 400 seasoned industry professionals, HVS
provides an unparalleled range of complementary
services for the hospitality industry. For further
information regarding our expertise and specifics
about our services, please visit www.hvs.com.

HVS has a team of Middle East experts that conducts
its operations in the Middle East and North Africa. The
team benefits from international and local cultural
backgrounds, diverse academic and hotel-related
experience, in-depth expertise in the hotel markets in
the Middle East and a broad exposure to international
hotel markets. Over the last four years, the team has
advised on more than 300 hotels or projects in the
region for hotel owners, lenders, investors and
operators. HVS has advised on more than
USS48 billion worth of hotel real estate in the region.
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