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TIPPING POINT IMPACTSTIPPING POINT IMPACTS

Why 2008 Will Be Softer!Why 2008 Will Be Softer!

The Consumer The Consumer ““ Discretionary Discretionary 
SpendingSpending”” Squeeze Squeeze ��

D.K. Shifflet & Associates Ltd. D.K. Shifflet & Associates Ltd. 
AH&LA SUMMIT 10 Nov. 2007AH&LA SUMMIT 10 Nov. 2007
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COSTS INCREASECOSTS INCREASE
Basics:Basics: Gas, Heating, Transport Goods, Mortgages Gas, Heating, Transport Goods, Mortgages 
Discretionary:Discretionary: TravelTravel

INCOMES LAGINCOMES LAG
HH Median Income Up Average <1%/yr for 6 yrsHH Median Income Up Average <1%/yr for 6 yrs
Volatile Stock Market Creates ConcernVolatile Stock Market Creates Concern

DEBTS INCREASE DEBTS INCREASE ––
DISCRESIONARY SPENDING DROPS!DISCRESIONARY SPENDING DROPS!

COST COST -- INCOME STRESSESINCOME STRESSES
IMPACTING CONSUMERSIMPACTING CONSUMERS
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ONLY HIGH INCOME HOUSEHOLDS HAVE 
GAINED SIGNIFICANT INCOME INCREASES

All Income Groups All Income Groups UnderUnder $100,000$100,000 Are  Are  
DecliningDeclining in Hotel Room Use As in Hotel Room Use As 
Subprime Market Hits them andSubprime Market Hits them and……

ADRs Are Up SignificantlyADRs Are Up Significantly
Especially in the HighEspecially in the High--EndEnd

More Hotel Rooms Are Being Bought More Hotel Rooms Are Being Bought --
Only By Only By High Income HouseholdsHigh Income Households
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2007 DOMESTIC TRAVELERS2007 DOMESTIC TRAVELERS’’
FINANCIAL STRESSES INCREASING FINANCIAL STRESSES INCREASING 

REACTIONSREACTIONS CREATE MORE CREATE MORE 
HOTEL TIPPING POINTS!HOTEL TIPPING POINTS!
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TIPPING POINT!

GAS PRICES DRIVE 
LEISURE TRAVELERS TO

STAY CLOSER TO HOME!
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GAS PRICE IMPACTSGAS PRICE IMPACTS

As Price of Gas has Risen
LEISURE Distance by Auto Has Declined

(While Share of Room(While Share of Room--NightsNights
Changed Little for Air vs. Auto)Changed Little for Air vs. Auto)
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Leisure Hotel Guests Average Miles by Auto Leisure Hotel Guests Average Miles by Auto 
Declining with Gas Price IncreasesDeclining with Gas Price Increases
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*Time period is based on fiscal years ending in June, i.e. 2007 encompass July 2006 through June 2007
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TIPPING POINT!

Even In The Hotel, Even In The Hotel, 
Guests Becoming More Guests Becoming More 

PRICE SENSITIVEPRICE SENSITIVE
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Moderately Priced Restaurant Moderately Priced Restaurant 
Preferred 2 TO 1 In All SegmentPreferred 2 TO 1 In All Segment

Hotel Restaurant % Likely to Stay (%9Hotel Restaurant % Likely to Stay (%9--10) if Restaurant Offered10) if Restaurant Offered
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‘‘DonDon’’ t Make Me Pay for Watert Make Me Pay for Water ’’
% Likely to Stay (%9% Likely to Stay (%9--10) if Item Offered10) if Item Offered
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Continuing HasslesContinuing Hassles

Perceived On Property Perceived On Property 
““ Nickel & DimeNickel & Dime--inging””

Rates Now Increasing Faster Rates Now Increasing Faster 
Than Product ImprovementsThan Product Improvements
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TIPPING POINT!

RESULTING ATTITUDE RESULTING ATTITUDE SHIFTSHIFT……

DECLINING DECLINING 
BRAND ACCEPTANCEBRAND ACCEPTANCE



D.K. Shifflet & Associates Ltd    All Rights ReservedD.K. Shifflet & Associates Ltd    All Rights Reserved 1313

AND BEHAVIORAL CHANGEAND BEHAVIORAL CHANGE……

TRADETRADE--OUTOUT ((Mainly Economy)Economy)

TRADETRADE--DOWNDOWN (More Mid-Level)

SHORTER STAYSSHORTER STAYS (Everywhere)
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2007 Increasingly Shorter Length of Stay!2007 Increasingly Shorter Length of Stay!
Domestic Travelers:Domestic Travelers: Mainly MidMainly Mid--Level and EconomyLevel and Economy
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IMPACT: 
SLOWING DOMESTIC DEMAND

DOMESTIC TRAVEL: DOMESTIC TRAVEL: 
Leisure SofteningLeisure Softening
Group Business SoftensGroup Business Softens
Transient Business Weakens FurtherTransient Business Weakens Further

BUTBUT……

INTERNATIONAL TRAVELERS Are Up INTERNATIONAL TRAVELERS Are Up --
Essentially Holding Total Demand FlatEssentially Holding Total Demand Flat
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CONCLUSIONSCONCLUSIONS

Domestic Travelers Financially Stressed Domestic Travelers Financially Stressed 

Costs and Debt upCosts and Debt up

ADRs Up While Most Incomes Are NotADRs Up While Most Incomes Are Not

Domestic Demand Continues to SoftenDomestic Demand Continues to Soften
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CONCLUSIONSCONCLUSIONS

CONSUMER TIPPING POINTS IICONSUMER TIPPING POINTS II

�� Increasingly Price SensitiveIncreasingly Price Sensitive

�� Gas Prices Gas Prices �������� Leisure Auto Distance Leisure Auto Distance ����

� Annoyed By On Property Extra Fees

� Brand Acceptance Attitudes Softening
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RESULTING DEMAND IMPACTSRESULTING DEMAND IMPACTS

DomesticDomestic

�� TradeTrade--Down Down �������� && TradeTrade--Out Out ��������

�� Stays Shorter Stays Shorter ��������

International to USAInternational to USA

More RevPar Reliance on IntMore RevPar Reliance on Int ’’ l l 
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Thank You!Thank You!
Douglas Shifflet Douglas Shifflet 
President & CEOPresident & CEO
D.K. Shifflet & Associates Ltd.D.K. Shifflet & Associates Ltd.

Phone: 703.536.0500Phone: 703.536.0500
Email:  dshifflet@dksa.comEmail:  dshifflet@dksa.com
Web:Web: www.dksa.comwww.dksa.com


