TIPPING POINT IMPACTS

Why 2008 Will Be Softer!
The Consumer “Discretionary

Spending” Sqgueeze N
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COST - INCOME STRESSES
IMPACTING CONSUMERS

COSTS INCREAS

5

Discretionary: Travel

INCOMES LAG
rlrl Median Income Uo Average <1%/yr for 6 yrs
Volatlle Stock Market Creates Corncerr

DEBTS INCREASE — ,
DISCRESIONARY SPENDING DROPS!

Basics: Gas, rleating, rrrlrpoorr Goods, Morigages

/7

A



ONLY HIGH INCOME HOUSEHOLDS HAVE
GAINED SIGNIFICANT INCOME INCREASES {
All Incorne Groups Under $100,000 Are ‘

Jecl]n]ru In rlotel Roorn Use As
Supprirne Market Flits them and..
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E Viore Floiel Rooms Are Being Bougnt -
Only By High Inicorme Flouser) aphepsmm
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2007 DOMESTIC TRAVELERS'
FINANCIAL STRESSES INCREASING

HREACTIONS CHREATE MORE
FIOTEL TIPPING POINTS! N\
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TIPPING POINT!
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GAS PRICE IMPACTS

(While Sneare of Roorm-Nignis
Chzl mged Litile for Alr vs. Auio)
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Lelsure Flotel Guesis Ave

[
ELIHJJ(JJ with Gas Price Increases
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D,V Shifflet & Azzocie

TIPPING POINT!

Even In The Hoiel
CO
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PRICE SENSITIVE N
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0 g
Irant % Likely to Stay (%9-10) If Restaurant Offered
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J;J“KIEJ/I e Me Pay for Water
rely to Stay (W9-10) if lterr Orrergdlev
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Conilnulng rlassles

Percelved On Property
“Nicrel & Dime-ing” \
Faies Now Inc ees]ng Faster T
Than Product Imorovermnents
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TIPPING POINT! (

RESULTING ATTITUDE SHIFT...

BRAND ACCEPTANCE N




AND BEHAVIORAL CHANGE...

TRADE-OUT ¢ Econormy)

TRADE-DOWN

HORTER STAYS .
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2007 Increasingly Snorier Lengin of Siay!
C

Dornestlc Travelers: Mainly Mid-Level and Econorny
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IMPACT:
SLOWING DOMESTIC DEMAND

DOMESTIC TRAVEL: ‘
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INTERNATIONAL TRAVELERS Are Up=—
Essentlally Holding Total Demancd Flat
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D SA Flotel Volurne Index

U.S. Hotel Room-Nights by Domestic vs. International Travelers
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CONCLUSIONS

Dornestic Travelers Financlally Siressed
E Cosis and Degt ug

E ADRs Up Wnile Most Incormes Are Not \

e - ~ T C> Ay Ay

Dornestic Demand Continues to Soften
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CONCLUSIONS
CONSUMER TIPPING POINTS |

Increasingly Price Senslilve
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RESULTING DEMAND IMPACTS {
Dormesiic ‘
Tracde-Dowr & Trade-Out

Snorter
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Internationsal to UsL —

B More HevPar Rellance o) N1 —
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Trnenk You!

Douglas Shifflet
President & CEO
D.K. Shifflet & Associates Ltd.

Prione: 703.536.0500
=rnadl: dsnifflet@clisa.corr
Wepn:  www.cisa.corrn
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