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Spotlights

Disrupting
airline distribution

Airlines are keen to lower distribution costs and develop better
ways of marketing their offerings across their own sales channels.
Some major European airlines are levying surcharges for tickets
bought through an intermediary. To find out more and what this

*Please open using Adobe Acrobat Reader to view detail.

Travel and expense:
Go further with an end-to-end approach

Many companies use online booking tools and many have
introduced expense management systems. But there’s so much
more they can do to implement an end-to-end system, which
reduces the stress of business travel, while improving travel

could mean for you, click here. program effectiveness. We explore the options they have here.

Europe
We lowered our intercontinental
business fares forecast from 2% to 1%,
but increased it for intercontinental
economy from 0% to 1%.

Middle East

The forecasts for intercontinental
and regional economy fares increased
from 0% to 2%.

Africa

We revised up our outlook for
intercontinental economy fares
from -2% to -1%. But we
lowered it for regional economy
fares from 0% to -1%.

Asia
Because of stronger demand,
our intercontinental fares
forecasts increased to 1% for
both business and economy
travel, up from 0% and -1%
respectively.

Improving economic conditions
supported strong global air travel
demand throughout 2017. Traffic grew
by 7.6% year-over-year." Stronger
demand growth and rising business
confidence towards the end of the year
point to a solid start for air traffic in
2018. High load factors may encourage
airlines to pursue the fare increases they
need to offset rising fuel and labor costs.
Prices are climbing slowly in the markets
with the strongest demand.

Click on our commentary for each
region to see more detail*

L|ATA, Air Passenger Market Analysis, December 2017

North America
Growing demand
persuaded us to increase
our forecast for intercontinental
economy fares from 0% to 1%.

Latin America
As we revised up our forecasts for
intercontinental economy and regional
business fares, most fares will be
flat. But they will decrease
for regional economy travel.

Southwest Pacific
We raised our intercontinental
economy forecast from -2% to 0%, to
reflect stronger than expected demand.

Intercontinental Regional
Business Economy Business Economy

Global

North America
+2% t0 4%

Bold numbers indicate change to original forecast

Europe
Our global rate outlook for 2018 0 0
remains unchanged at 2-4%. We +1%10 3%
adjusted our forecasts for the Middle
East, as concerns about demand
persuaded us to lower our figures for
Oman and Saudi Arabia. We also revised
our outlook for Africa to 6-8%, after
lowering our forecasts for Egypt, Kenya
and Nigeria. Asia’s forecast changed
from 1-3% to 2-4%, as we increased our
forecast for China from 2-4% to 3-5%
because of stronger-than-expected
demand. We maintained our forecasts
for the other regions.

Asia
+2% to 4%

Middle East
-1% to +1%

Africa

+5% to 7% Southwest Pacific

+3% to 5%

Latin America
+2% to 4%

Click on our commentary for each
region to see more detail*

Global +2% to 4%

Bold numbers indicate change to original forecast

Economic growth assumptions

Regional economic growth forecasts 2016-2018

2016 2017 2018
World
or
o 2017 2018
growth 2.9% 3.2%

The outlook for the global economy has improved. In 2018, it will grow by 3.2%, delivering Middle East 5.0% 1.2% 3.0%
its strongest performance since 2011. Emerging markets are largely responsible for this ] . ) .

improvement, with growth forecasts upgraded for both Asia and Latin America. Among North America 1.5% 2.3% 2.6%

: : i E : ;
advanced economies, the improvement in European growth continues, and will be faster Southwest Pacific 2.7% 2.3% 2.5%

than previously thought. While there has been no change to the outlook for North
America, the prospect of a U.S. government stimulus program could result in
stronger-than-currently forecasted growth.

Bold numbers indicate change to original forecast

Global

Source: Oxford Economics, January 2018

QOil price assumption QOil prices
USS The continuation of OPEC’s production cuts will preserve the gains oil prices made during the
second half of 2017. U.S. producers are unlikely to increase supply enough to lower prices.
60 Demand should also increase, as the global economy strengthens, and this will provide further
per barrel support to prices. We have raised our oil price assumption from US$50 to USS60 per barrel.

Source: BCD Travel
*Please open using Adobe Acrobat Reader to view detail.
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Africa — 2018 airfares by destination

Business class fares will stay flat or fall. Economy fares will fall to all regions except North America.
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Forecasted year-over-year change in average corporate client airfares (in € EUR), point of origin Africa. Back to the 2018 Industry Forecast
Bold numbers indicate revision to previous forecast.

Source: BCD Travel 2018 Industry Forecast Update
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Asia — 2018 airfares by destination

Most fares will increase by 1-2%. Economy fares to Africa and the Middle East will fall.
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Forecasted year-over-year change in average corporate client airfares (in USD), point of origin Asia. Back to the 2018 Industry Forecast
Bold numbers indicate revision to previous forecast.

Source: BCD Travel 2018 Industry Forecast Update
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Europe — 2018 airfares by destination

Business fares will increase to all regions except the Middle East and Latin America. Economy fares will stay flat or
increase to all regions except Latin America.
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Forecasted year-over-year change in average corporate client airfares (in € EUR), point of origin Europe. Back to the 2018 Industry Forecast

Bold numbers indicate revision to previous forecast.

Source: BCD Travel 2018 Industry Forecast Update
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Latin America — 2018 airfares

Fares will be flat or fall in most markets, except to Europe and for business class travel to Southwest Pacific.
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Forecasted year-over-year change in average corporate client airfares (in USD), point of origin Latin America. Back to the 2018 Industry Forecast
Bold numbers indicate revision to previous forecast.

Source: BCD Travel 2018 Industry Forecast Update
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Middle East — 2018 airfares by destination

Business fares will increase only for regional trips and to Asia. Most other fares will be flat or
increase by 1-2%.
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Forecasted year-over-year change in average corporate client airfares (in USD), point of origin Middle East. Back to the 2018 Industry Forecast
Bold numbers indicate revision to previous forecast.

Source: BCD Travel 2018 Industry Forecast Update
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North America — 2018 airfares by destination

Fares will rise in the Americas and Europe, and for economy travel to Southwest Pacific.
They’ll be flat or fall in all other markets.
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Forecasted year-over-year change in average corporate client airfares (in USD), point of origin North America. Back to the 2018 Industry Forecast
Bold numbers indicate revision to previous forecast.

Source: BCD Travel 2018 Industry Forecast Update
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Southwest Pacific — 2018 airfares by destination

Regional fares and those to Asia and Africa will increase. All other
fares will be unchanged or fall.
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Forecasted year-over-year change in average corporate client airfares (in USD), point of orl Back to the 2018 Industry Forecast

Bold numbers indicate revision to previous forecast.

Source: BCD Travel 2018 Industry Forecast Update
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Morocco
+2% to 49

Africa - hotel

rates for 2018 |

Ghana
0% to 2%

Back to the 2018 Industry Forecast

Source: BCD Travel 2018 Industry Forecast Update
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Asia - hotel
rates for 2018
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Back to the 2018 Industry Forecast

Source: BCD Travel 2018 Industry Forecast Update
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Iceland*
+6% to 8% Norway

0% to 2%

Europe - hotel
rates for 2018 Erh

% to 2%

Portugal
+3% to 5%

Back to the 2018 Industry Forecast

Source: BCD Travel 2018 Industry Forecast Update
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Costa Rica ‘

0% to 2%

Latin America -

hotel rates
for 2018

Chile
0% to 2%

Back to the 2018 Industry Forecast

Source: BCD Travel 2018 Industry Forecast Update
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Middle East -

Israel

hotel rates
for 2018

Qatar
-2% to 0%

Back to the 2018 Industry Forecast

Source: BCD Travel 2018 Industry Forecast Update
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North America -

hotel rates
for 2018

Back to the 2018 Industry Forecast

Source: BCD Travel 2018 Industry Forecast Update
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Southwest

Pacific - hotel
rates for 2018

New Zealand
+5% to 7%

Back to the 2018 Industry Forecast

Source: BCD Travel 2018 Industry Forecast Update
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Spotlight

Disrupting
airline
distribution

! Buying Business Travel, April 21, 2017
2 Air Transport World, October 31, 2007

Alrllnes are keen to lower distribution

costs and develop better ways of marketing their
offerings across their own sales channels. Some
major Europe-based airline groups, such as
Lufthansa Group and two IAG airlines (British
Airways and lIberia), have started to levy
surcharges for tickets bought through an
intermediary. Air France-KLM will follow suit
soon. This has led to increased costs for custom-
ers buying tickets through third-party channels,
like global distribution systems (GDS).

To help corporate travelers avoid these surcharg-
es, the airlines have launched new direct
booking application programming interface
(API) connections and an online booking portal
specifically for travel agencies. The surcharges
generally do not apply to direct APl connections,
agent portals or direct sales channels, such as
airline websites.

But these agency portals may not deliver all of
the reservation functions that a GDS currently
handles, such as managing traveler profiles,
itinerary changes, payment options, luggage
interlining and feeding data into traveler-tracking
and management-information systems. Nor do
the portals effectively handle codeshare flights,
which presents a problem, as the airline joint
ventures that rely on them continue their expan-
sion. As a result, travel management companies
(TMCs), which require scalability and compari-
son shopping to service their high-volume
corporate customers, have not been keen to
adopt these agency portals as an alternative to
the GDS.

IAG has responded to these concerns with a
customer-centric  model, offering  select
intermediaries, including large TMCs, the ability
to continue to receive BA and IB content
through their distribution relationships with the
major GDSs. Customers get a surcharge waiver
when booking through these intermediaries.
This approach may prove to be a bridge to the
introduction of NDC (IATA’'s New Distribution
Capability) by the GDSs, which have all commit-
ted to developing the connectivity at IATA level 3
certification. Their progress can be found in the
IATA NDC Registry.

The private channel won’t be the right approach
for all. BA and IB also waive their surcharge for
bookings made through NDC-based API connec-
tions. These are most commonly available

through IT aggregators, but currently have
limitations on service and carry extra costs.
Smaller TMCs might also choose to use IAG’s
own booking portal for travel agencies. But like
the Air France-KLM portal, it is unlikely to be an
option at any scale.

The major airlines aren’t the only ones adding
surcharges for GDS bookings. Ukraine Interna-
tional Airlines (UIA) has already introduced a
USS9 per flight segment fee to “cover the
growing fees of global distribution systems.”
The fee does not apply to bookings made direct
through UIA channels.

Easylet and Lufthansa Group subsidiary,
Eurowings, both of which have always sold the
majority of their tickets direct, charge
point-of-sale fees through all indirect channels.
For easylet, it’s part of a strategy to increase
bookings by corporate customers through
TMCs. All its fare content, including corporate
fares, is visible in the GDS. Easylet firmly
believes it will still offer corporate travelers
lower fares than traditional airlines.?

There are other ways that airlines can get closer
to travelers and reduce the role of intermediar-
ies in ticket sales. In China, Alibaba Group’s travel
service platform, Fliggy, offers airlines a different
way to approach the local market. By renting a
virtual “store” in Fliggy’s online mall, airlines
decide what products to showcase, control sales
and pricing, and can transact directly with their
travelers. Airlines pay Fliggy to advertise their
stores, and might also entice travelers with
discount codes. So far, more than 20 airlines
have opened Fliggy stores, including American
Airlines, Lufthansa and Qantas.

Corporate travelers are already using Fliggy’s
existing ticket auction service to compare
prices. Fliggy claims to have 5,000 small and
medium enterprises (SMEs) buying airline
tickets through its Ding Ding app. It may only be
a matter of time before some start buying
tickets in airline stores, too.

Airlines want to increase direct interaction with
travelers. They will continue to seek out innova-
tive ways to do this. Travelers and travel buyers
should beware of the potential increased cost of
ancillary products and services without the
ability to comparison shop.

Back to the 2018 Industry Forecast






Spotlight

Travel and
expense:
Go further
with an
end-to-end
approach

! Buying Business Travel, April 21, 2017
2 Air Transport World, October 31, 2007

TraVEI and expense management (T&E)
has moved firmly into mainstream business
travel. Approximately 60% of companies
surveyed by BCD Travel use an online booking
tool (OBT) and the same proportion have
introduced an expense management system
(EMS). Surprisingly, less than a third of those
companies have integrated the two.

Travelers and travel program managers benefit
from combining OBTs and EMSs. Travelers, who
dislike making expense claims and who find
manual entries time consuming and error
prone, gain a simpler and faster expense claim
and reimbursement process. Travel managers
get greater visibility into spend. This allows
them to identify new opportunities to improve
their programs through traveler engagement,
compliance or, simply, better supplier manage-
ment.

Companies with a high volume of business
travel have led the way in adopting T&E
systems. Larger companies are more likely to
invest in integrated solutions. According to our
survey, more than half of companies with an
annual travel spend above USD $25 million
have adopted them.

Greater adoption of OBT and EMS integration
is hampered by a lack of knowledge and inertia,
as many organizations haven’t assigned owner-
ship of the end-to-end process. It’s also difficult
to predict and measure the returns from an
investment in integrated solutions. This makes
it hard to engage stakeholders. Getting senior
management onboard is crucial, but not easy.
Travel managers must initiate the strategic
conversations around T&E integration. They
are best-placed to engage all stakeholders and
balance the interests of the company and its
travelers.

Integrating travel and expense management
systems is just one way to reduce the stress of
business travel for travelers and travel manag-
ers alike. The payment category offers addition-
al opportunities. More merchants are embrac-

ing virtual cards, and travel management
companies are facilitating their use. Paying for
travel using a virtual card makes the payment
invisible to travelers, who no longer have to use
their own cards and go through a long
reimbursement process.

Other systems integrations, like HR and
accounting, enable travel managers to
optimize and improve program performance.
This holistic solution, which links multiple
systems and makes trips seamless for travelers
while increasing program effectiveness, is
referred to as end-to-end (E2E) program
management.

The ability for systems to work together has
made the vision of a seamless trip attainable.
Industry players see collaboration as the future
and are willing to work together to enhance
their mutual customers’ experience. Data
exchange will be critical to success. Beyond
that, technological advances, such as artificial
intelligence and machine learning, will use data
to personalize the traveler’s experience and
make program performance measurement
and optimization easier for travel managers.

Each company’s stakeholders must decide
what level of integration works best for them
based on their individual situation, openness to
change, readiness to invest and ability to
execute on the vision. They can choose a
simple model linking just travel and expense or
a more complex system that incorporates
payments, HR feeds and other systems.
Regardless of their size and which systems they
choose to include, organizations will benefit by
replacing a fragmented approach with a
user-friendly, integrated E2E solution.

Back to the 2018 Industry Forecast












