BCD‘Q travel

REPORT

TRAVEL
MARKET

REPORT
2024 Outlook

Produced by Research & Intelligence

November 2023

Copyright © 2023 BCD Travel N.V. All'rights reserved.




Travel Market Report 2024 Outlook

Welcome to the fourth edition of the Travel Market Report, brought to you by The Research & Intelligence team
BCD Travel’s Research & Intelligence team.

This quarter's Travel Market Reportis dedicated to presenting an outlook for
2024. Itincludes the following content:

« Avreview of the prospects for the world economy in 2024, including some of

Mike Eggleton
the risks and headwinds it may face

Director, Research & Intelligence
« Afocus on some of the key risks travel managers and travelers may have to
deal with nextyear

« Alookatthe current state of air travel, its outlook (including an update on
airline distribution) and our global airfare forecasts for 2024

«  The outlook for hotel room rates in 2024, starting with a global overview
and followed by the numbers for key markets in Africa and the Middle East,

. Natalia Tretyakevich
Asia Pacific, Europe, Latin Americaand North America

| Senior Manager,

«  Our perspective on ground transportation, largely relating to carrental Reseaelnéd nielligence

*  Withtravel's recovery underpinned by an imperativeto doso in a
sustainable manner, we finish the report with eight sustainable travel trends
to look out forin 2024.

Melina Sibaja
Travel Insights Analyst
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Economic outlook for 2024

Current situation

Growth in 2023 so far has exceeded expectations, despite persistent high inflation and monetary policy responses. This is particularly true among the advanced economies in Europeand
North America.Butwhatwe have mostlikely seenis a delay to, ratherthan an outright change in the outlook. The transmissioninto the wider economy of the subduing effects of policy
tightening has simplytaken longerthan economists had expected.

Inflation remains stubbornly high in major markets, but headlineinflation should fall sharply, as commodity prices and supply chain issues ease.Recentrises in oil prices caused by tight supply
are of some concern, butitwould need a moresignificantriseto delay the normalization of inflation, whichis currently expected by the end of 2024.

With inflation now under more control, interestrates are likely to have peaked in most countries, butthey're likelyto remain higher forlonger, in order to curb some demand in the market. This
may weigh on economic growth.

Outlook for 2024

Whilstthe economic outlookfor 2023 improved as the year progressed, Regional outlook for 2024

the prospects for growthin 2024 became more subdued. Economists have

now settled on 1.9%, a modestslowdown on the 2.5% expected for 2023.

Prospects for regions vary. In advanced economies, the full effects of

policytightening have yet to be felt. An underperformance from China Asia Pacific-amongtheregion’s key markets, Japan’s economy is expected to lose momentum, while China

may spill over into other emerging markets. must contend with challenges in its property sector, which threaten knock-on effects for domestic
consumptionandinvestment

Africa -economic growth should pick up from2.8%to 3.0% in 2024, but conflicts in West Africa will weigh
on the region achievingits full potential.

Changing outlook for global economic growth
Europe-expected to grow by just0.8%in 2023, the European economy has virtually stagnated. With no

307 clear drivers of growth and facing multiple headwinds, Europe will do well to grow by 0.9% in 2024.
R 25 7 Latin America -recentstrong performances in key economies, such as Brazil, are unlikely to continue into
< ] 2024, resultingin amodestweakeningin growth from 1.7%this yearto 1.2%.
5 20 —
E’ 15 - Middle East-while oil production cutsslowed economic growth in 2023, it should rebound above 3.0% in
. 2024.But, as well as sanctions, currency pressures, inflation and political instability, the shockwaves fromthe
1.0 1 Israel-Gaza conflict willadd an extra downsiderisk for the region’s economy to navigate.
—2023 —2024 . . - . . . .
0.5 - North America-havingso far been resilient, growth inthe U.S. economy s set to falter amid the cumulative
00 . . . . . . . . . . . impact of interestrate hikes and weakening household finances. A mild recession is areal prospectin the
Jan  Feb Mar Apr May Jun Jul Aug Sept Oct Nov early partof 2024, pushing annual growth down from 2.1%in 2023 to just0.2%.
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Risk outlook for 2024

Macrorisks

The world economy has managed to confound mostforecasters during 2023. The U.S. economy delivered a strong third quarter, un employmenthasnotspiraled up, inflation is easing, and
central banks may be done with interestrate raises. Butthe foundations for future growth may not be as stable as they seem. And even if the economy continues to defy such concerns, there

are still more specific risks that could undermine or derail it.

Persistent high interest rates

Whileit appearsthatinterest rates may now have peaked, a rapid retreatis unlikely. Asthe
excess savings usedto supportrecenteconomicgrowth are depleted, high interest rates will
startto bite more on consumer spending, weighing down heavily on economic growth.
Higherfinancing costs are already beginning to impact businesses, with bankruptcies rising
in Europeandthe U.S."

Bond market developments

Aswe head into 2024, the linked threats of rising bondyields and falling bond prices have
emerged to darken the outlook.?2 The interest(yield)that governments must pay when issuing
new debt (bonds) has been rising. This is driving up borrowing costsfor both governments
and consumers. Higher interest payments may also hitfuture governmentspending on public

services and investment.
@v to those with higheryields. As a result, the value of
existingbonds hasfallen, impactingthefinances of
I \ ! anyoneowningthem. At particular riskare companies
‘\\- Lz andbanks holdingthese normally stable assets as
\, \\\\\\\\ \\\ collateral on their balance sheets. Worries are growing
wm, LI y thatthe liquidity issues this raises could spark a new
*_"_k . - financial crisis, althoughitis unlikely to be of the same
y magnitude as the global financial crisis of 2008/2009.

As risingyields mean better returns for investors, they've
been sellingthe bondstheyalready own and switching

Source: (1) Economist, Nov. 2, 2023, (2) BBC, Nov.1

, (3) Oxford Economics, Global 2023 Scenarios, Sept. 2023, (4) Oxford Economics, Research Briefing, Nov. 2, 2023

Geopolitical issues

Geopolitical concerns have grown significantly. Respondents to Oxford Economics’ Q3 Global
Risk Survey recently cited them as their top downside economic risk2 Russia’sinvasion of
Ukraine has already hitthe world’s economies with energy price spikes and sharply elevated
inflation. With the conflict seemingly in stalemate, efforts by either side to break the deadlock
could have new regional or even global consequences. Accusations by Russia’s Defense
Minister thatthe Westis trying to spreadthe conflictto Asia Pacific could be an attemptto
divert attention away from Ukraine. More alarmingly, his comments may offer China the
encouragementitneeds, shoulditwantto more actively pursueits interests in Taiwan.

Eveninthe absence of an outright conflict, a sharp escalationin tensions between the West
and China over Taiwan could have a severe impacton the global economy. Oxford
Economicsbelieves thatreciprocallyimposed trade barriers, restrictions on technology
transfer andthereaction of financial markets could knock one percentage pointfrom global
growth in both 2024 and 2025.

Morerecently, anew geopoliticalheadwind has re-emerged, as tensions rise in the Middle
EastasIsrael expands its ground operations in Gaza. Concerns aboutan intensification of the
conflictbetween Israel and Hamas have grown. Around 60% of the businesses surveyed by
Oxford Economics view developments in the Middle East as a very significantrisk to the
global economy over the next two years.* Should this resultin substantial market disruption,
through, for example, hostilities between Israel and Iran, Oxford Economics believes this
couldreduce global economic growth fromthe 1.9% currently forecastedto 1.1%.


https://www.economist.com/leaders/2023/11/02/the-world-economy-is-defying-gravity-that-cannot-last?utm_campaign=r.cover-story&utm_medium=email.internal-newsletter.np&utm_source=salesforce-marketing-cloud&utm_term=11/4/2023&utm_id=1805997
https://www.bbc.co.uk/news/business-67262339
https://www.oxfordeconomics.com/wp-content/uploads/2023/11/Middle-East-escalation-would-pose-mild-recession-risk.pdf

Risk outlook for travel in 2024

Travel risks
In addition to the macro risks facing the wider economic and business outlook, BCD Travel’s Global Crisis Managementteam has outlined the key risks it believes travel programs and travelers
shouldlook outforin 2024.

» v Climate change

@ Extreme weather events have become less rare, increasingthe (travel) disruption that often accompanies them. Add to this, travelers face increased health risks from extreme heat,
compromised air qualityand changing patterns of communicable diseases, all associated with the changing climate.

Cybersecurity

P

@]‘J Traveling for work exposes employees to unique cybersecurity risks, as they access corporate data and systems remotely. The risks of lost mobile devices and attacks via unsecured
Wi-Fi networks are especially acute for remote workers. Cybercriminals’ use of emerging technologies, such as deep fakes and gen erative Al, require heightened vigilance and robust
protective measures to safeguard sensitive information during travel.

Geopolitics
Governments decide who can travel, how often and under what conditions. With the geopolitical landscape rapidly changing and becoming more complex, rules governing travel are
more likely to change, sometimes with little or no notice.

‘@ Health

The World Health Organization has yetto declarean endto the COVID-19 pandemic, as new variants, such as EG.5 Eris, emerge. Renewed restrictions, while unlikely, cannot be ruled
outcompletely in some countries. Beyond COVID-19, vaccine hesitancy and strainson medical systems have seen a resurgence in diseases once considered under control, suchas

measles, mumps and rubella.

= Polarized politics

Increased political polarization may give a voice to extreme elements, particularly during election periods. This maytranslate into increased risks for sometravelers, and possibly even
restrictions. As well as monitoring the situation, travel managers must stay abreast of any changes to legislation that might directlyimpacttheir travelers.

O Rising crime
N The cost-of-living crisis, combined with the prospect of a general economic slowdown, will have wider socioeconomicconsequences. This could resultin rising crime rates, social
unrestand potentially violence, to which business travelers mightfind themselves exposed, particularly when visiting unfamiliar destinations.

BCO...

Source: BCD Travel, Global Crisis Management, November 2023



The current state of air travel

Progresstowardsrecovery

SinceMay 2023, therecoveryin global air travel has experienced a loss of
upward momentum, with traffic remaining between 3% and 6% froma full
recovery.® Driven largely by astrongreboundin the Chineseand Indian
markets, and morerecently fromthe U.S. market, domestic air travel has
remained above pre-pandemic levels for the last six months. However, recent
weaknessin the Brazilian market underminedthe domestic segment’s
contribution to the global recoveryin September. Globally, domestic air travelis
now 5% higherthanin 2019.

Having stalled for three months, the recoveryin international air travel resumed
in September. Even though itclimbed by almost one-third year-over-year, traffic
wasstill 7% lower thanin 2019.

Afullrecoveryin total trafficis largely being held back by Asia Pacific, where
travel is still down by 10%. Butdemand in this region is growing rapidly year-
over-year. Africaand Europe, which began their recoveries much earlier, have
yet to see airlinetraffic fully restored. And while the Middle Easthas recently
joined Latin and North America with traffic above 2019 levels, this progress
couldbe undermined by eventsin Israel and Gaza.

Even now, it's clear that markets are at differentstages in their recoveries. Unlike
pastdisruptive events, the post-pandemic recovery has notbeen globally
synchronized and has faced interruptions and reversals. The earliest recovering
regions are already seeing a noticeable slowdownin year-over-year growth, as
they cycle over last year's surgein demand. Asia, which only really reopened at
the startof 2023, is still recording growthin air travel of close to 90%.

This adds upto a complex marketsituation, which both airlines and their
customers willneedto navigate. The residual effects fromthe pandemic on both
demandand capacitylook setto continuewellinto 2024.

Source: (5) IATA, Air Passenger Market Analysis, Sept. 2023
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https://www.iata.org/en/iata-repository/publications/economic-reports/air-passenger-market-analysis---september-2023/

Air outlook for 2024

The outlook is complex

The broad-based uncertainty that characterizes the general outlook will have directimplications for air travel and pricing in 2024. Geopolitical developments areimpactingwhere airlines can
fly, and, in the case of Europe-Asia air services, they'reincreasing flighttimes and airlines’ operating costs. Supply chainissues have constrained the return of capacity at some carriers, as they
contend with crew and aircraft shortages. High fuel andrising labor costs areincreasing pressure on airline profit margins. And the economic outlookis weighing on travel demandin a

number of markets.

Airlines will do all they can to shield themselves from such uncertainties and challenges. Thanks to the sophistication of th eir revenue management systems, they possess the power to
managetheirinventoryand pricing like atno other time in their history. And by continuing to exercise capacity restraintand doing allthey can to avoid operating lossmaking services, airlines
should be able to limit the extent of any retreat from current pricing levels. Some airlines already plan to slow capacity growth in order to protecttheir pricing power.

If demandfor air travel continues to grow in 2024, airlines are likely only to add capacity into markets and on routes that makefinancialand operational sense. New aircraft deliveries will
replaceolder, less efficientequipment, helpingto lower costs and environmental impact. They'llonly be usedto increase capacitywhere demandtrulywarrants it,and wherethereturns are
almostguaranteed. Therisks of overcapacity, whichwould weigh on pricing, should be low. That said, after recentrisesin fares, we should expecta modest price correctionin some markets

in 2024, although underlying pricing should generally remain strong.

Asthey continueto rebuild their operations, airlines will increasingly find it difficult to maintain a balance between supplyand demand. In those markets where price increases do happen,
airline concerns aboutdamaging demand and creating an oversupply will limit such increases to very low percentages.

Corporate contracts

A growing number of airlines are reducing the value of corporate contracts by lowering
discounts, declining to engage with marketsharetargeting or removing fixed fares from
anydeals.

Amid a boomin leisuretravel andthe slower recovery of business bookingsin the wake
of the COVID-19 pandemic, airlines have shifted their priorities. Some have even
questioned the value of corporate contracting, particularly as demand amongleisure
travelers, who may be preparedto pay full-faretickets or trade up into premium cabins,
holds up. That said, should leisure demand ease and coincide with the return of more
capacity, airlines may become more amenable to corporate contracting once again.

NDC gains ground in distribution

Shift from savings to cost avoidance

Asthe markethas recovered, there have been some
steep airfareincreasesin the lasttwo years. This has
made it almostimpossible for travel buyers to use
savings as a measure of their performance. Thefocus
mustandis changing.

Instead, companies areincreasingly tryingto achieve
some costavoidance, by closely re-examining their travel
policies and the booking behaviors of their travelers, to
reducetheoverall costoftheirtravel programs.

The distribution of airline content using IATA’s new distribution capability (NDC) is gaining momentum. Travel buyers need to assess its potentialimpactand
choosethe contentstrategy that best meets the needs of their program. Find out more about NDC and airline distribution on the next page of this report.

Source: BCD and Advito analysis



Airline distribution

NDC adoption picks up pace

This year, as theyrecover fromthreeyears of disruption, airlines have begun to ramp up their adoption of the International Air Transport Association’s (IATA) new distribution capability
(NDC). American Airlines has been one notable example, making many of its fares exclusiveto NDC channels from last April. Other airlines around the world have been progressing NDC,
amongthem Air France-KLM, Finnair, Qantas, Scandinavian Airlines (SAS) and United Airlines. They're doing this for a variety of reasons.

How NDC can benefit airlines

@ Control % New revenue

NDC can supportairlines’ efforts to Airlines can use NDCto expandtheir offer
increase control over their distribution to customers, including ancillary products
strategy. It can helpthem make andservices, such as extra baggage or seat
differentiated product offerings to the selection. Thericher contentthat NDC
marketand can reducetheirrelianceon allows also means airlines can introduce far
third parties, like the global distribution more differentiation, way beyond simple
systems (GDS), to distribute their content. text descriptions and offers sorted solely on
their price.

How NDC developedin2023

The introduction of NDC-based solutions gathered pace during 2023. This saw a number of
airlines remove certain low fares fromthetraditional GDS channels, whilst making some
contentuniqueto their NDC channels. Use of continuous pricing also increased.

In response, BCD Travel has partnered with GDS companies Amadeus (NDC[X]) and Sabre
(Beyond NDC). Such partnerships are a natural evolutionin our longstanding collaborative
relationships with the GDSs. They're also part of our broader vision for further digital
transformation of the booking environment. Having launched ourfirst GDS-based NDC
solutionsin 2023, we're currently working with multiple airlines including Air France-KLM,
American Airlines, British Airways, Qantas, Singapore Airlines and United Airlines.

Savings Increased
@5 %9 engagement

Airlines believe they can reducetheir By providinginsightsinto traveler
distribution costs by leveraging NDCto behaviors andtheir shopping preferences,
shiftmore contentto directdistribution which will enable them to deliver
channels. Atthe sametime, they can personalized offers to their passengers,
exploit such capabilities to extract extra airlines will be able to increasetheir direct
revenue by applying surcharges to GDS engagementwith all their customers.

bookings and secure better commercial
terms in their negotiations with the GDS
companies.

What 2024 holds for NDC

We maintain our view thatthe scale and functionality required by the airlineindustry, and
also by travel management companies, means GDS companies will be best-placed to
deliver the full breadth of NDC solutions, systemwide. This will require further investment
and system evolution on their part. Butwe strongly believe that GDSs will continueto playa
vital role in enablingtransparent price comparisons.

Goingforward, all participants, including IATA and airlines adopting NDC, mustensure
comparison shoppingis enhanced, and notdiluted. Airlines’ NDC solutions should
continueto grow. During 2024, we expectthemto remove more contentfromthe GDSs
andincreasethe contentavailable exclusivelyin their NDC channels. BCD Travel will
respond by releasing solutions for more airlines.



Global airfare forecasts for 2024

Global airfare outlook

The timing of therecoveryin airtravel has notbeen synchronized aroundthe world. As a result, the factors
drivingchangesto airfares in 2024 will vary by market. In some cases, demand and/or capacity may notyet
havereturnedto pre-pandemic levels; in others theinitial rebound may have ended, allowing more normal
market conditionsto resurface.

Globally, we expectaverage ticket prices (ATPs)to decrease by 0.8% in 2024. Regionalfares should fall by
0.9% andintercontinental fares by 0.5%. At 1.2%, the forecasted fallin global business fares should be
steeper than the 0.8% easing we expectfor economytickets.

Asia, Europe, Latin America and Southwest Pacificcan expectto see ATPs fall by morethan 2%. Higher
average airfares are onlylikely in Africaand North America, buttheincreasein ATPs in thesetwo markets
looks setto be less than 1%.

Average ticketprices in 2024

Europe
'2.1 % Asia
North ; -2.1%
America Middle
+0.6% gy
g o
Africa 0.1%
Latin +0.9%
America Southwest
-2.3% Pacific

-2.6%

Source: BCD analysis

Our airfare forecasts for 2024

In 2024, we expect average ticket prices (ATPs)to fall year-over-yearin
most marketsegments. Butthere'll be variation between regionaland
intercontinental ATPs and between business and economy class tickets.

Globally, regionalbusiness fares arethe mostlikely to decrease.Onlya
singleregion, Africa, should see higher ATPs. Thisis largely a function of
limited air service options in this region.

Asia can anticipate some of the biggestfalls in ATP, particularly on
intercontinental routes, with the recovery in demand so far provingto be
weaker than hoped.

The 0.6% risein ATPs we expectfor North America will be driven by
higher economyfares for both regional and intercontinental travel.

Otherthan Africa, only Europe may see higher intercontinental business
faresin 2024.

Average ticket price inflation in 2024 by region and segment

Regional Intercontinental
Business Economy Business Economy
Africa 0.4% 0.8% 1.0% 1.2%
Asia -1.0% -2.0% -3.0% -3.7%
Europe -1.2% -2.5% 0.5% -1.0%
Latin America -1.1% -2.5% -1.5% -1.0%
Middle East -0.5% 0.0% -1.0% 0.5%
North America -2.1% 0.8% -1.2% 2.5%
Southwest Pacific -1.8% -2.7% -2.6% -2.0%
World -1.6% -0.8% -0.8% -0.2%

BCD'%



Global hotel rate forecasts for 2024

Summary

We expect global hotel rates to increase on average by 6.8%in
2024.Even asthe pace oftherecovery shows somesigns of
slowing, demand should continueto outpace available supplyin
many markets. Whilethere are numerous projects underway to
increase hotelroomnumbers, these willtaketime to come online,
and development will vary greatly by market. What's more,
hoteliers’ preoccupationwith occupancy has given wayto a sharper
focus on average daily rates (ADR) and revenue per available room
(RevPAR). Instead of trying to fill every room, hotels seem more
preparedto acceptlower occupancy, limiting availability and then
holding outfor higher rates. With inflation running so high in many
countries, this changein priorities has the added advantage of
lowering hotels’ operating costs. Lower occupancy should make it
possibleto reduce housekeeping costs, for example.

In markets where demandis more rapidly losing momentum or
whereit has notrecovered as quickly as expected, hotels may still
seek higher rates to offset the effects of high inflation on their
running costs. Thatsaid, concerns about higher prices undermining
demand should moderate how far ADRs canrise.

In recentyears, hotels have been followingairlines in adopting
more sophisticated revenue and yield managementtechniques.
Notonly hasthis helped them improve their ADRs and RevPAR, but
it may also make it more difficultfor business travelers to find rooms
available at preferred rates. Whileit's importantfor travel buyers to
negotiate goodrates, it's equally importantfor thoserates to be
available when needed. Havingto pay marketrates for hotel
accommodationis justanother way for the cost of hotel programs
toincreasein 2024.

Source: BCD analysis

Hotel average daily rates in 2024
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Hotel rate forecasts for Africa and the Middle East

Current situation

Acrossthe Middle East, average daily rates (ADRs) increased by closeto 5% year-over-year duringthe Hotel average daily rate forecasts for 2024 7
firstnine months of 2023.6 Butthis onlyresulted in pricing around 1% above its pre-pandemic level. Over
the last 12 months, the pace of ADR inflation has certainly become more stable (chart below).

Turkey
At 7.2%, Africa’s average ADR inflationthis year has been a little stronger than in the Middle East, butit +36%
has already delivered prices 18% higherthanin 2019.Theregion’s ADR index has displayed signs of Israel
stronger pricingin 2023. Momentum has come largely from North African markets, particularly Egypt, Morocco +2-0%\.
with hotel rates rising by more than 80% so far this year. v . Jordan . warr 92t
Algeria 0% 4.0 +4.0%
Hotel average daily rate index® +4.0% Egypt B ° ./ .
+7.0%
120 1 Saudi Arabia +5-g°/°
o man
115 - +5.8% +6.9%
o
2110 -
o 105 A
= —— Africa —— Middle East Nigeria
100 T T T T T T T T T T Ghana +4.o% Ethiopia
+3.0% +7.0%
95 -
Jan-22 Mar-22  May-22 Jul-22 Sep-22  Nov-22  Jan-23 Mar-23 ~ May-23 Jul-23 Sep-23 Kenya
+7.0%
Outlook for 2024 Ta;z(a):l/ia
+35.07%
On average, we expect roomrates in Africatoincreaseby 5.2%in 2024. Across individual markets, ADRs
couldincrease by between 3.0% and 7.0%.
The regional forecastforthe Middle Eastis much higherat 14.4%, butthis figure has been inflated by the
large increase expected in Turkey. Exclude this market, andthe average figure dropsto 5.2%.
Clearly events unfolding in the Middle East could impacttravel, demand for hotelaccommodationand
inevitably roomratesin 2024.Butit's still too earlyto tell. Jordanis a prime example. Its hotels had been
lookingfora5-7%increasein 2024.They'llnow be lucky to maintain rates and may even seem themfall.
The risks of overspill extend to Egypt, wherethe high levels of occupancythathave driven asharprate South Africa
rise in ADRs in 2023 may rapidly ease amid concernsaboutthesituationin Israel and Gaza. +4.0%

At 5.8%, SaudiArabia may see one ofthe Middle East’s stronger ADRrises in 2024, as its Vision 2030
strategy brings in visitors faster than it can add the hotel capacity needed to accommodate them.

BCD'%

Source: (6) Historic data: STR; (7) Forecasts: BCD analysis



Hotel rate forecasts for Asia Pacific

Current situation

Pricingacross Asia’s main regionshas followed very different trajectories.® While average daily rates
(ADRs)in Southwest Pacifichaverisen byonly 2.5% sofarin 2023, in Southeast Asia, they've increased by
more than 30%.The paceatwhich rates arerisingis now startingto ease, however.

In Northeast Asia, ADRs haverisen by closeto 20%. The delayed reopening of China and Japan means
prices for hotelaccommodation have yetto return to their pre-pandemic levels. This may leave scope for
furtherincreasesintheyearahead. The return of Chinesetravelers will also be fundamentalto ADR
movements in key destination markets across the rest of Asiain 2024.

Hotel average daily rate index?®
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Outlook for 2024

On average, we expect ADRs in Asiato increase by 6.3%in 2024. Our expectations for price movements
in Southwest Pacificare much lower, averaging 3.1%.

Almostthree-quarters of hotels in Asia Pacific expect ADRs to risein 20247 Those operating in Southeast
Asia are most optimistic, due to the strong growth in touristarrivals they've already seen. We forecast a
5.7% raterisein this regionin 2024.China’s expansion of visas for group toursshould add renewed
momentumto the recoveryin demand. This shouldalso helpto push rates 6.4% higher in Northeast Asia.

India can expectone of the biggest rateincreases in 202 4. With robust demand outpacing the expansion
of supply, ADRs could increase by as much as 10%.

Hotels mustcontend with rising costs, which have yetto be offset by recovering revenue. Employee
shortages continueto drive up labor costs, particularly in the higher service tier hotels frequented by
businesstravelers. This will be a key factor behind above-inflation ADR increases in some markets.

Source: (8) Historic data: STR; (9) Forecasts: BCD analysis, (10) JLL, Hotel Operators’ Sentiment, Sept. 2023
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Hotel rate outlook for Europe

Summary

So farthis year, average daily rates (ADRs) for hotelaccommodation across Europe have risen by more
than 9% year-over-year."" Variation across its main regions has been small, with aggregated price
movements located in anarrow 7.5%-10% range. Priceinflation has been atthe upper end of thisrangein
Southern and Western Europe and lowestin Northern Europe.

Individual markets with some of the strongest numbers this year are spread across Europe and include
Belgium, Bulgaria, FranceandPoland. This highlightstheimportance of local factors in driving rates.

Upward momentum has been strongestin Southern Europe and shows no signsof abating. After pausing
in recentmonths, Eastern Europe may be ready to match the pricing recovery in other regions.
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Outlook for 2024

Across Europe, we expectaverage daily rates to increase by 7.0%in 2024."' Thetrend seen sofarin 2023
is likely to continue, with the strongestrises in ADR nextyear most likely in Europe’s Southernand
Western regions: 8.6%and 8.7 %, respectively. However, if Russia is excluded fromtheforecast, the
remaining markets could lift Eastern Europe’s numberto 11.3%, making itthe region with the strongest
ADR outlook. Likewise, Russia’s exclusion would lift the aggregated figure for Europeto 8.7%.

Rateinflation should continueto bethe weakestin Northern Europe, averaging only 4.5%in 2024.

In some markets, hotels’ inclination to use the latest rates of generalinflation as the benchmark for setting
2024 pricing may resultin some higher-than-expected ADR movements.

Source: (11) Historic data: STR; (12) Forecasts: BCD analysis

Hotel average daily rate forecasts for 2024 12

Iceland
+9.4%
Sweden Finland
14.0% +6.0%
Norway q
R
+3.7% by
Netherlands
+8.29
8.2% Denmark
+3.4%
Ireland U.K. Poland

+10.5% +9.0% Germany +10.0%

. +8.0% Czech Rep.
Belgium +12.4%
+8.0% Austria "
+10.0% " n9ary

Luxembourg  France +11.1% Romania

+5.0% +10.0% Croatia +9.0%
+8.5% Bulgaria
Pog:g/a Spa_nSwitzerIa nd ltaly +15.1%
+8. : Y
° +8.0% +2.0% 8.7 Greece
+10.0%



Hotel rate outlook for Latin America

Currentsituation

Duringthefirstnine months of 2023, average daily rates (ADRs) in local currency rose on average by 19%
across Latin America.’3 Having stagedthe earlier rate recovery(accordingto indexed ADR), hotels in
Central America have seen price increases moderate recently, averaging 9% sofarin 2023.

Pricingin South American markets was much slower to recover. ADRs have retained upward momentum
this year, rising by more than one-fifth already. With little sign of a slowdown in South America'’s price
recovery, it seems likely thatthis momentumwill carry over into nextyear.
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Outlook for 2024

Across Latin America, we expect ADR movements to average 8.2%in 2024, largely reflecting rate
increases of 5-10%in most markets.

Braziland Colombia are likely to see the largest ADR increases. Following 2023's20%rise, there should
be some normalization of roomrates in Brazilin 2024, butto offsettheimpact of higher costs and general
inflation, hotels will lookfora 10% increase in ADR. Inflation will also be the driver of a10% increasein
Colombia too, although travel buyers may see some variation between cities and individual properties.

After rising by more than 12% so far this year, ADR increases in Chile should easeto 5%in 2024.We
make a similar forecastfor U.S. dollar-based rates in Argentina, butthis assumes the outcome ofthe
country’spresidential election will resultin littleimmediate change in economic policy. With occupancy
yetto returnto 2019 levels, Peru’s hotels will struggle to secure anyrisein rates in 2024.

In Central America, boosted by expanding demand, hoteliers in Costa Rica may pursuea 6% ADR
increaseto cover rising payrolland other costs.

Source: (13) Historic data: STR; (14) Forecasts: BCD analysis, local currency (except Argentina)
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Hotel rate outlook for North America

Currentsituation

So farin 2023, year-over-year movements in hotel roomrates have been mixed acrossthethree Hotel average daily rate forecasts for 2024 16
markets.’> Canada'’s hotels have posted the strongest performance, with average daily rates (ADRs) up by
11%.Amore modest 5% increase has been recorded inthe U.S.

In Mexico, ADRs have decreased on average by 2%, after fallingin every month since March. However,
this largely reflects overcapacity in the leisure segment, disguising some strong upward movements seen
in corporaterates.

Latest pricing trends pointto a more stable position emergingin Mexico andthe U.S. but provide a sense
of rates continuing to push higherin Canada.

Hotel average daily rate index15
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Across North Americaas a whole, we expectthe costof hotelaccommodation to increase on average by
4.7% in 2024.Rate movements should be the most restrained in the U.S. market, where weforecasta

4. 3% risein ADRs. We expectthe current pricing momentum among Canada’shotels to continue into
2024,when ADRs couldrise bya further 6.5%.

Travel managers should anticipate the strongestrisein ADRs in Mexico. The high levels of corporate rate
inflation seen in 2023 will ease, as demand begins to normalize, and new hotels are opened by chains
including Hilton and Hyatt. But, with little material changein inflation forecasted for 2024 and nextyear’s
presidential elections adding extra uncertainty, rising costsshould still see hotels push ADRs 8.0% higher.

o
o . BCDe
Source: (15) Historic data: STR; (16) Forecasts: BCD analysis, local currency



Ground transportation in 2024

Carrental

Global carrental rates at major suppliers eased in thethird quarter of 2023. This is likely to have been a correction on lastyear’s highly elevated

pricing, which had resulted from an acute supply/demand imbalancein the wake of the pandemic. Even after this adjustment, prices remain
30% higherthanin2019.

These headline numbers relate to rentals across all customer segments: corporate and leisure. In the corporate segment, in recentyears, car
rental companies have become more determined in their pursuit of higher rates and have resisted requests to roll over existin g contracts into
subsequentyears.Many corporate clients have already seen their pricingincrease by 7-10%. With the major car rental companies seemingly
aligned on their pricing strategies, customers have found italmostimpossible to avoid higher rates. Depending on therenewal date, most
travel managers have seen or will experience an uplift of this magnitude in their car rental costs.

Whererental agreements have already been renewed and cover multiple years, travel buyers should notexpectto see any increasein
contracted rates; atleastnotuntilrenewalis due. Butthey should anticipate higher prices for rentals made with companies thatare nottheir
preferred suppliers. This means it's moreimportantthan ever for companies with high levels of car rental spendto have at least one secondary
provider in their program. This should help to limit the number of rentals not covered by a corporate agreement.

Pricing outside theterms of corporate agreements is likely to continue to increase. We expect open market pricing rises in the 5-7% rangein
2024.The car rental companies are becoming more creative in their pursuit of higher prices. Customers may, for example, face fees for services
previouslyincludedin therental price.

Carrental companies have changedthe waythey're managingtheir fleets. Ensuring availability for their mostimportant corporate customers
has become less of a priority. Instead, to boostincome, they're doing moreto ensurethereis availability for uncontracted customers, who are
willingto pay (higher) marketrates.

Supply chain overhangs have been compounded by recentindustrial actionamongsome U.S. automakers, and so rental companies may find it
difficultto replenish carinventories. Travelers may have to accept higher mileage cars and can expectto face availability issues, which may be
mitigated by reserving car rentals wellin advance.

Other ground transportation options

Pricingfor trips with ride-hailing services, such as Uber and Lyft, will continueto increase alongside taxirates in 2024. Elevated fuel pricesand a
shortage of available drivers are concerns. Itis importantthat policies covering ground transportation encourage the shopping of ride-hailing as
well as taxi rates.

Black car rates willalso continueto increase. Labor shortages in this sector, as well as the loss of some companies during the pandemic, have
resultedin increased pricing. Corporate policies needto clearly definethose travelers eligible to usethese servicesandat whatcost.

Source: BCD analysis




Sustainable travel in 2024

Travel managers and travelers have engaged with sustainability

Two-thirds of travel buyers consider environmentally sustainable travel to be very or extremely important. And 45% now have formal goals in place to make corporate travel more sustainable.
They seem to be doinga goodjob, with 60% of travelers satisfied with their sustainability efforts ranging from emissions reporting to sustainable travel options. But travel managers will need

to do more, particularlyin light of some of the sustainability developments we anticipate for 2024.

What to look outforin 2024

More regulation,
more reporting,
more data

The EU’s Corporate Sustainability
Reporting Directive (CSRD) will comeinto
effectin 2024, expanding on existing
corporate sustainability disclosures. With
the U.K,, Australiaand possiblythe U.S.
likely to follow, travel suppliers andtheir
corporate clients can expect greater
demands for data and transparency around
their emissions.

Sustainable aviation
fuel (SAF) takes off

Asthey ramp up their commitments to net
zero, airlines are focusing heavily on SAF.
Companies areincreasinglyinvestingin itto
reducetheimpactof their travel programs.
But SAF's potential will remain limited,
reflecting supply constraintsandthe amount
of energyrequiredto produceit.

Backlash against
“greenwashing”

As standards andregulations become
clearer, more companies will see their
green credentials come under scrutiny.
Carbon neutral, climate neutraland green
will becometerms to be avoided. Any
claims about sustainability will need to be
specific and supported by data. While
travel programs and suppliers will have to
clearlydemonstratetheir progress, any
claims made aboutcarbon-neutral travel
will be met with skepticism.

(Q) More disruption,
5% more resilience

As climate changeresults in more frequent
floods, wildfires, extreme heat, etc., travel
will become more unpredictable,
intensifying pressure on both suppliersand
travelersto act. TMCs will be increasingly
called on to build travel programresilience

and provide traveler supportwhen needed.

Source: BCD Travel, travel buyer and business traveler surveys (July 2023)

Sustainable

c ’ procurement

Aswe approach 2030, pressure will grow
on customersto encouragetheir suppliers
to adoptsustainable practices, including
measurementandreporting.In travel, the
GBTA is helping companies ask theright
questions of their travel suppliers and
analyzetheir responses.

[ | Sustainable hotel

ﬂ D choices

Global hotel chains willincreasingly strive
to havetheir sustainability credentials
certified by the likes of GreenKey, Green
Globe andISO. These schemes are starting
to find common ground, and this will make
it easier to compare hotels for their
progress on sustainability.

oooooo

2og Think biodiversity,
——=[Y not just climate

Climate changeisintegralto an emerging
biodiversity crisis. Travel mustthink beyond
carbon to consider the widerimpact of
flights and hotel stays on nature in general.
Such nature-based principles should also
extend to the solutions for compensating
for emissions.

» % Meaningful travel
=

N\
After such a strong post-pandemic
rebound, thevalue of travel will come
increasingly underscrutiny. Businesstravel
will need to prove notonlyits economic
benefits butbe convincingabouttheforce
for goodit represents forthewider

community. o
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Share yourthoughts
Do you have any questions or comments regarding
Please email Mike Eggleton to share your thoughts

We have carefully researched and checked the information contained
in this report. However, we do not guarantee or warrant the
correctness, completeness or topicality ofthis reportand donot
accept any liability forany damages or loss as a result of the use of the
information contained in it.
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