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Consumer Price Sensitivity Consumer Price Sensitivity 
Impacts LodgingImpacts Lodging

1.1. ConsumersConsumers’’ Financial StressFinancial Stress

2.2. Importance of High Income HouseholdsImportance of High Income Households

3.3. Hotel Segment UsersHotel Segment Users’’ Income ProfilesIncome Profiles

4.4. High Income HHs = More Rate Increases?High Income HHs = More Rate Increases?

5.5. LODGING USE IMPACTSLODGING USE IMPACTS



Tipping Point!Tipping Point!

INCOME/COST STRESSESINCOME/COST STRESSES

HIT CONSUMERSHIT CONSUMERS



For Most PeopleFor Most People……

COSTS INCREASECOSTS INCREASE
Basics: Gas, Heating, Transport Goods, ARM Basics: Gas, Heating, Transport Goods, ARM MortgMortg
Discretionary: Air Fares, Hotel ADRsDiscretionary: Air Fares, Hotel ADRs

INCOMES LAG AS DEBTS INCREASEINCOMES LAG AS DEBTS INCREASE
HH Median Income Up Average <1%/yr (HH Median Income Up Average <1%/yr (’’0202--’’06)06)
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$100K+ Income HHs Gaining Share (11%)$100K+ Income HHs Gaining Share (11%)
Other HH Incomes Growing SlowlyOther HH Incomes Growing Slowly



IMPORTANCE OF HIGH INCOME HHs:IMPORTANCE OF HIGH INCOME HHs:

While Income Drives While Income Drives 
Total Hotel Use FrequencyTotal Hotel Use Frequency

Only the High Income GroupOnly the High Income Group

Gains Room ShareGains Room Share
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Share of Rooms: Share of Rooms: 
Only $100K+ Income Group IncreasedOnly $100K+ Income Group Increased
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Share of 2006 Room Nights by IncomeShare of 2006 Room Nights by Income

8%

20%
22%

19%

32%

<$25K $25-50K $50-75K $75-100K >$100K

$100K+ Income Group Now Accounts For $100K+ Income Group Now Accounts For 
~1/3 Of All Domestic Rooms Sold~1/3 Of All Domestic Rooms Sold

17%17%> 100K> 100K

11%11%$75$75--100K100K

18%18%$50$50--75K75K

26%26%$25$25--50K50K

27%27%< $25< $25

% of U.S. Households% of U.S. Households
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High Income And High Hotel UseHigh Income And High Hotel Use
Weak Hotel Use Below HH Median Of $46.3KWeak Hotel Use Below HH Median Of $46.3K

HH IncomeHH Income Pop %Pop % RN %RN % IndexIndex

$100K+$100K+ 1717 3232 180180

$75$75--100100 1212 1919 172172

$50$50--7575 1818 2222 122122

$25$25--5050 2626 2020 7777

$0$0--2525 2727 88 3030



So the HighSo the High--End Hotels Win          End Hotels Win          

Right?Right?

Hotel Segment UsersHotel Segment Users’’
IncomeIncome ProfilesProfiles



D.K. Shifflet & Associates Ltd    All Rights ReservedD.K. Shifflet & Associates Ltd    All Rights Reserved 1111

DKSA Domestic Segments*DKSA Domestic Segments*
Include Small Chains & IndependentsInclude Small Chains & Independents

6 SEGMENT6 SEGMENT 3 SEGMENT3 SEGMENT

LuxuryLuxury HighHigh--EndEnd
UpscaleUpscale

Upper ModerateUpper Moderate MidMid--LevelLevel
ModerateModerate

Lower ModerateLower Moderate EconomyEconomy
BudgetBudget

*Does not include use by International Visitors to the USA*Does not include use by International Visitors to the USA
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All Hotel Segments Have High Income GuestsAll Hotel Segments Have High Income Guests
But are < 50% of RoomBut are < 50% of Room--Nights/Segment Nights/Segment (2006)(2006)
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High Income GuestsHigh Income Guests

Pay The Highest RatesPay The Highest Rates

In Each SegmentIn Each Segment
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ADRsADRs By Income Group By SegmentBy Income Group By Segment
High Income Travelers High Income Travelers Pay HighestPay Highest
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Given High Income HHs:Given High Income HHs:
High Frequency of Hotel Use,High Frequency of Hotel Use,

Pay Higher ADR Within SegmentsPay Higher ADR Within Segments……

Hotel Rates Can Increase Hotel Rates Can Increase 
Almost Indefinitely Without Almost Indefinitely Without 

Negative ImpactNegative Impact……

Right?Right?
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ADRs Have Increased SignificantlyADRs Have Increased Significantly
All Segments All Segments –– Especially the HighEspecially the High--EndEnd
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+5.7%

Hotel Room-Night $ by Segment (Includes Small Chains & Independents)



2006 DOMESTIC TRAVELER 2006 DOMESTIC TRAVELER 

REACTIONS CREATE REACTIONS CREATE 

HOTELHOTEL TIPPING POINTSTIPPING POINTS



Tipping Point 1Tipping Point 1

SHORTER STAYS!SHORTER STAYS!
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2006 Shorter Length of Stay!2006 Shorter Length of Stay!
Especially in High End and Economy SegmentsEspecially in High End and Economy Segments
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Tipping Point 2Tipping Point 2

TRADETRADE--DOWNS!DOWNS!

HighHigh--End Luxury End Luxury 

Retains IntRetains Int’’l Travelersl Travelers’’ Support Support 

as Domestic Travelers Leaveas Domestic Travelers Leave
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Domestic HighDomestic High--End End Trades-Down! ! 
While MidWhile Mid--Level Gains!Level Gains!
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Greatest MidGreatest Mid--Level Segment GainLevel Segment Gain
Is From $100K Income GroupIs From $100K Income Group
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Tipping Point 3Tipping Point 3

TRADETRADE--OUT!OUT!
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As Domestic Hotel Night Demand Weakens, As Domestic Hotel Night Demand Weakens, 
Paid NonPaid Non--Hotel Nights Gain StrengthHotel Nights Gain Strength

Accommodation Types Used: Cumulative % Change Since 2002
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CONCLUSIONSCONCLUSIONS

Domestic Consumers Financially Stressed Domestic Consumers Financially Stressed 

HighHigh--Income HHs Are:Income HHs Are:

–– Significant In All SegmentsSignificant In All Segments

–– Only Group Gaining RoomOnly Group Gaining Room--Nights ShareNights Share

ADRs Are Up Significantly As ADRs Are Up Significantly As 

Occupancy Growth Slows/DeclinesOccupancy Growth Slows/Declines

–– Especially in High End Hotels (Domestic)Especially in High End Hotels (Domestic)
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CONCLUSIONSCONCLUSIONS

2006 Consumer Behavior Tipping Points2006 Consumer Behavior Tipping Points
(Including High Income Households)(Including High Income Households)

1.1. Shorter StaysShorter Stays

2.2. High End TradeHigh End Trade--Down: Down: 

More Upscale Loss Than LuxuryMore Upscale Loss Than Luxury

3.3. TradeTrade--Out to NonOut to Non--Hotel PaidHotel Paid

Our Industry is never really easyOur Industry is never really easy……
WhatWhat’’s In Your Pipeline Wallet?s In Your Pipeline Wallet?
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Additional Tipping PointAdditional Tipping Point

High End Properties AreHigh End Properties Are
More Reliant On IntMore Reliant On Int ’’ l Travelersl Travelers

U.S. is Losing Share of IntU.S. is Losing Share of Int ’’ l Visitorsl Visitors
-- Image Abroad + WHTI Issues Image Abroad + WHTI Issues ––

Overseas Visitors Still Down 17% From 2000Overseas Visitors Still Down 17% From 2000

Support Policies/Communications ToSupport Policies/Communications To

Make USA Visitors Welcome!Make USA Visitors Welcome!
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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
Fax:Fax: 703.536.0580703.536.0580
Email:  dshifflet@dksa.comEmail:  dshifflet@dksa.com
Web:Web: www.dksa.comwww.dksa.com


