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AG E N DA A dramatic recovery

Fconomic fundamentals

The twin-headed monster

The travel outlook




1 A dramatic recovery



Air travel modestly down in June (but supply is largely to blame)

Air Passenger Volume
% of 2019 level
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Occupancy down low single digits
Total U.S., weekly occupancy % change to 2019
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‘Summer of summers’ is beginning
U.S., Weekly RevPAR % change to 2019, 2021-2022

B Weekly RevPAR % Chg
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Weekends, shoulders basically recovered. Weekdays working on it.
U.S., daily occupancy % chg. to 2019, weeks ending 2 Apr — 11 Jun 2022
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ST Rental Demand Up 26% in May, another peak

Change in United States Short-term Rental Demand vs 2019
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-conomic fundamentals




Now just 1.3 million jobs short of peak

US: Nonfarm payroll employment
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Unemployment rate from 15% to 3.6% in record time

US: Unemployment rates
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Consumers feeling uneasy

US: Consumer surveys
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Record high gas prices are a key reason

US: Surging gas prices are excerbating depressed sentiment

$ per gallon Sentiment
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Inflation stating to take its toll on consumer spending

% change m/m



But spending on services still showing resilience




...especially in travel-related sectors




The savings war chest is being tapped

18

US: Households' excess savings
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The labor market remains strong




3 The twin-headed enemy of recovery



Enemy #1: Labor shortages

Job openings rate

Share of job openings as a percent of total available jobs
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L&H is 1.3 million jobs short of peak (same as total economy!)

US employment loss by industry
Jobs still lost from Feb. 2020-May 2022

Leisure & hospitality 1,345
Government e 515
Health services ——— 339
Other services —
Mining & logging -
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Manufacturing !
Educational services
Real estate, rental & leasing
Construction
Information
Finance & insurance
Retail trade
Transportation & warehousing
Professional & business services

-1000 -500 0 500 1000 1500

Source: BLS



Situation is especially acute in hotel and recreation sectors

Share of jobs lost in L&H sub-industries
% of industry jobs lost from February 2020
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Unemployment rate considerably higher in L&H

Unemployment rate
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And quit rates remain elevated

Job quits rate
Share of quits as a percent of total employment
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More than 2 job openings per unemployed person

L&H labor market

L&H job openings per unemployed L&H worker

2.5 B L&H job openings per unemployed
(May 2021-Apr. 2022)
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Labor supply rebound — an encouraging sign for 2022

US: Labor force participation rate
%

68 - Forecast
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64 - Downward
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No sector has matched L&H wage increases

Wage growth by industry

% change relative to May 2019, industries ranked by hourly wages
Utilities :

Information

|
[
[
Financial Activities I

Professional & business services

|

Mining & logging Total private
v

Wholesale trade +14.7%

Construction

Education & health services
Manufacturing

Transportation & warehousing
Other services

Retail trade

Leisure & hospitality

I

0% 5% 10% 15% 20% 25%

Source: BLS



Increases MUCH larger for lower ranks

Accommodation wage growth
% change relative to April 2019
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Enemy #2: Inflation

US: Consumer prices

%, year
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Expecting a very gradual descent in CPI inflation

US: CPI inflation

%, year ElFood contribution
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Gas prices are the biggest concern for travel

U.S. Retail Gasoline Prices Dollars per Gallon

Weekly, all grades
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Source: EIA




Travelers VERY concerned about gas prices




But... US fuel consumption highly inelastic

Gasoline expenditures

Index (Jan-2000=100)
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Sources: Tourism Economics, EIA, BEA

Note: BEA data based on average annual expenditures by consumer units. PCE as of April-22, Gas Price as of May-

Gas prices Gas expenditures




...and remains a reasonable share of household expenditures

4.0%

3.5%

3.0%

2.5%

2.0%
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Gasoline and other motor fuel expenditures
Share of total personal consumption expenditures
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Source:
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* Even with recent gas price
increases, the budget
burden on households is
less than experienced from
2010-2014.



Auto travel still pacing ahead of last year




Air travel prices have spiked but still below overall inflation

US CPI
Index (Jan-2018=100)

110
100
90
All items
80 e Air fares
70
60
2018 2019 2020 2021 2022

Sources: Tourism Economics, BLS, Haver

“Revenue management
systems are just
beginning to tighten up
because we don't want
to run out of supply for
this summer... And our
biggest concern right
now is selling out for
this summer. And
again, we've made the
appropriate changes
so we don't do that..”
United Airlines revenue
guidance, May 16



An unprecedented recovery in ADR

US ADR

Quarterly, relative to 2019

30%
20%21%21%22%

18%18%19%
20% 2022 Q3 4o 15%15% 17%18%18%
12%12%12%13% ' 7
10% 2019 level 4% 39, 7% I I I I I I I
o (V)
1

” o
-4% I
-10%
-10%
-20%
-24% " ~22%
-30% 27%
-40% -37%
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 4 Q1 Q2 Q3 M4 Q1 Q2 Q3 4 Q1 Q2 Q3 4
2020 2021 2022 2023 2024 2025

Source: STR; Tourism Economics



Inflation-adjusted ADR outlook is less impressive

US ADR

Quarterly, relative to 2019
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Wages are offsetting much of the price increases




...especially among lower paid workers




Fed isn’t finished

The Fed further projects
an increase in the
unemployment rate to
4.1%, which is consistent
with a mild recession.



...and seems to be anticipating a recession

The Fed further projects
/ an increase in the
unemployment rate to

4.1%, which is consistent
with a mild recession.



70% of economists expect a recession by the end of 2023




GDP growth to slow significantly in latter part of 2022 into 2023

US: GDP Forecast (provisional) “GDP growth is expected to
Real GDP growth, % annualized remain below the potential
8.0 - trend rate of 1.8% for two
70 4 6.7 6.9 Forecast consecutive years in 2022
' 6.3 and 2023 at 1.7% Q4/Q4.
6.0 The unemployment rate is
50 - forecast to eventually rise
t0 4.1% in 2024, which
4.0 7 would be consistent with a
30 - mild recession — implying a
' 2.3 b ftish landina.”
50 | umpy, softish landing.
10 - - Oxford note to clients, June 16,2022
0.0 A
-1.0 -
-2.0 - -1.5
Q- Q2- Q3- Q4- Q1- Q2- Q3- Q4- 21 22 23

21 21 21 21 22 22 22 22

Source: Oxford Economics / Tourism Economics



A The travel outlook



Comparing current and previous forecast

US domestic trip volume
% of 2019
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Domestic leisure has recovered. Much slower growth ahead.

Domestic leisure person trips
% of time period in 2019

120%

Forecast “Despite the usual caveats for COV'D,

now a rising inflation to worry about
and of course, the geopolitical
situation, the pent-up demand that’s out
there for travel seems to be
outweighing anything the market can
throw at it and we continue to be feeling
very good about a summer recovery
that should be very robust.”

100% o %
0 p— 01% 02% 03% 05
93% ?
80%
60%
40%
20%
0%

2021H1 2021H2 2022H1 2022H2 2023H1 2023H2 2024H1 2024H2

Expedia earnings call, May 2

Source: Tourism Economics, U.S. Travel Association



Intentions to travel remain high at 9-in-10




US DMO website searches remain above 2019 levels




International is on its way back

International inbound forecast
% of 2019
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100%
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40%

20%
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100% 98% 96%
24% 24%

86%
82%
66% 67%
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mFall 2021  ®mSpring 2022

Source: Tourism Economics, U.S. Travel Association

“We have seen a recovery in
international travel, particularly from
Canada, Germany and the U.K. New
York remains the top destination
market followed by San Francisco and
Seattle, and we expect sequential
improvements in international demand
over the course of this year.”

Host Hotels revenue guidance, May 5



Market mix in 2022 different from “normal”

Top US origin markets in 2022

% recovered relative to 2019

Mexico I, 75
India I, 7%
Canada I G5
France GG -2
UK I, G
Germany I 5o
Brazil I -0
Italy N /79
Australia I :/
S Korea NG -
China / HK 1IN 0%
Japan T 15%

0% 20% 40% 60% 80% 100%

Note: Top 12 origin markets for international travelers to the United States.
Does not include increased international travel from dropping of pre-
departure testing.

Source: Tourism Economics



NAM and Europe will lead recovery into next year

Top US origin markets

% recovered relative to 2019

s ©1%
N o 90%
e 90%
France | s 54%
UK | e 56%

Mexico
India

Canada

Germany | — 53
Bracil ——
Italy | S 77
Australia | 7%
S Korea | — (0% w2022
China / HK | e — 5% m 2023
Japan [ e —— 3%
0% 20% 40% 60% 80% 100%

Note: Top 12 origin markets for international travelers to the United States.
Does not include increased international travel from dropping of pre-
departure testing.

Source: Tourism Economics



Policy matters

Effects of policy changes

Millions of international arrivals (Visitation), $ billions in international visitor spending

140

m 2022 baseline +$14.2B

120 B Dropping pre-departure testing
100 B Reduced visa wait times

80

60 +7.6M

40

20

0

Visitation Spending

Source: Tourism Economics



Current situation requires a focus on “real” travel spending

Total US visitor expenditures
% of 2019
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International spending will “out-recover” domestic by 2026

Real travel expenditures
Index (2019=100)

120 Forecast

102 105 106403
100 95 93
85
%0 78
69
60

60
40
20

0]

2020 2021 2022 2023 2024 2025 2026

® Domestic M International

Source: Tourism Economics, U.S. Travel Association



9-in-10 US companies traveling now or planning to start soon

Domestic business travel outlook

% of US companies
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“The leisure part is
strong and will
continue as far as the
eye can see. But the
great part is the
business part, which is
continuing to bounce
back rapidly here in
the US and Europe.”
United Airlines earnings
call, May 17



Improvements for groups in sight (but still -20% through 2022)

On the books relative to historical pace

Pace ahead of future date (same time last year), relative to 2019 pace

o “Demand still building,
for business and for

e I . I l group on top of very

-20% -17.6% N i

» = pgy  195% strong leisure.

40% e 0% We're seeing meetings

50% and events coming

60% back strongly.”

70% 66.7% IHG earnings call, May 6

_aNno
80% -78.4%

-90%
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2021 2022

Source: SimpleView CRM (250+ DMOs)



Recent BT improvements, especially for internal meetings




Business travel will still take time for full recovery




Trip volume at 81% this year and 96% next year

US domestic business trip volume

% of 2019 :
“As we exited the quarter

(March), domestic
corporate sales improved
to approximately 70%
recovered versus 2019,
and our recent survey
results show that 90% of
our corporate accounts
anticipate travel volumes
to increase in the June
quarter as offices continue
to reopen.”

Delta earnings call, April 13
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100%
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Source: Tourism Economics, U.S. Travel Association



On a spending basis, business travel at 74% this year and 91% in 2023

Real travel expenditures
Index (2019=100)

120
Forecast 106 110 111
101 103
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a 95 95 94
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Note: Domestic travel expenditures only.

Source: Tourism Economics



Groups are getting a massive cut on ADR right now
U.S., segmentation ADR % change to 2019, weeks ending 2 Apr — 11 Jun 2022
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Room demand hits breakeven this quarter. Additional gains modest.

Room demand
Quarterly, relative to 2019
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2023

“For 2022, we expect leisure RevPAR
to exceed 2019 peak levels given
excess consumer savings, a strong
job market and pent-up demand. We
expect business transient to be
roughly back to 2019 levels by year-
end, with expectations supported by
rising corporate profits, rebounding
demand from big businesses, and
loosening travel restrictions. On the
group side, we expect RevPAR to be
at approximately 90% of 2019 levels
by year-end, as demand for company
meetings and convention business
accelerates into the back half of the
year.”

Hilton earnings call, May 3



Summary

1 A dramatic recovery

The US travel sector has experienced an “unprecedented’ recovery with hotel demand
fully back, short term rentals far ahead, and air travel at around 90% back

?  Economic fundamentals

The key fundamentals of corporate performance, employment, household savings,
and income growth are all favorable

3 The twin-headed monster (labor and prices)

Labor force shortages will limit air travel recovery and continue to put pressure on
prices. A mild recession seems likely in the latter part of this year into early next year.

4 The travel outlook

Nevertheless, the impact on travel may be muted. Business travel will continue on a
‘return to normal track” and household finances + pent-up demand + goods inflation
should prevent a typical exaggerated drop. Risks do skew to the downside.



SUMMARY FORECAST DATA TABLE

ustravel.org/research/travel-forecasts









