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QUICK SERVICE, LOW PRICES AND CONVENIENCE – A RECIPE FOR TOURISM IN TOUGH TIMES
 

Some of the 3rd quarter results from lower-cost hospitality products indicate that Canadians are still spending, but spending frugally.  For example, Priszm Income Fund (linked to 400 quick service restaurants, including KFC, Taco Bell and Pizza Hut) reports its cash and equivalents increased by $3 million in the third quarter of 2009.  Restaurant sales are up by 0.1%.  Tim Horton’s’ third quarter results show a 10.7% gain in 2009 over Q3 2008.  Expedia reported a 26% increase in Q3 2009 transactions and an adjusted net income increase of 22% over Q3 2008.   On the “luxury” side, LVMP Moet Hennessy Louis Vuitton, the world’s largest luxury-goods company and considered a bell weather for the luxury-goods industry, reports its sales are slipping in the same quarter.  However, the Recreational Vehicle Industry Association is predicting a 27% increase in RV sales in 2010.    These indicators point to changing North American demographics (aging populations), the continuing demand for comfort over luxury, the continuing desire to eat out despite uncertain economic times and a certain amount of optimism about gas prices.

SASKATCHEWAN AND NEW BRUNSWICK CONTINUE TO BUCK THE TREND IN INTERNATIONAL ARRIVALS
According to Statistics Canada’s International Travel, Advance Information survey, US automobile and non-automobile trips to Canada in August 2009 (over August 2008) decreased by 14.6% and 9.3% respectively.  Overall, US visitation to Canada was down by 12.7 % during August.  However, the story varies province by province, with Saskatchewan and New Brunswick showing positive growth during the month (and year to date), while the rest of the provinces and territories saw declines.  Visitors from other countries (excluding entries by land same day via the US) declined by 14.2% in August.   

Year to date (January to August) US trips to Canada continue to be negative, with automobile entries at -5.2% and non-automobile entries at -9.4% for the country overall.  Other countries have seen a 12.7% decline YTD.  

 

CONSUMER CONFIDENCE, RETAIL SALES WOBBLING A BIT AS WE APPROACH THE HOLIDAY SEASON

 
In Canada, the Conference Board of Canada’s Index of Consumer Confidence “dipped marginally” in October, after reporting an increase of six consecutive months in August.  But are we spending?  Canadian retail sales increased by 0.8% in August (month to month) but were -3.7% year over year.

In the US, the Conference Board Consumer Confidence Index® declined both in September and October.  It now stands at 47.7 (1985=100), down from 53.4 in September.  However, generally speaking, the index is substantially higher than in February of 2009.  It peaked in late spring, dipped in the summer, recovering somewhat in August.  Shoppertrak’s National Retail Sales Estimate (NRSE) reported a decline of 4% in year-over-year retail sales for the week ending October 24, extending a worrisome trend seen over recent months.  However the company predicts a forecast of 1.6% in retail sales for the holiday season, despite a decrease in foot traffic of 4.2 % over last year.  2008 will be an easy year to beat, when the industry experienced a “perfect storm” in November, with high gas prices, the collapse of financial markets and the presidential election distracting shoppers, producing the worst year-over-year losses in holiday retail sales in the US in 40 years.
Germany, which is experimenting with a shortened work week in an attempt to stabilize employment, saw a drop in retail sales for the second consecutive month (probably due to a drop in disposable income resulting from the shortened work week).  In Japan, it was good and bad news – retail sales slipped in September (down 1.4%) but the dip was less than expected.  In the UK, while retail sales volume increased over the quarter, growth was flat between August and September.

CANADIAN AIR TRAFFIC SLOWED DOWN THIS YEAR

 

NAV CANADA traffic figures show that over the last 12 months, air traffic has been down 6 per cent (or 5.8 per cent on a normalized basis taking into consideration the impact of leap year).  Monthly traffic declines were highest in May 2009 at 9.4 per cent lower than May 2008.

WORLD PRIDE EVENT TO COME TO CANADA IN 2014

 

Toronto will be the host of the international celebration of gay rights in 2014, known as World Pride, which will include a parade, festivals and cultural activities.  London will be the host just prior to its Olympics, in 2012.
 
QUOTES TO REMEMBER

“Often managers would prefer to use value adds. However, the customer (especially during this time) is less interested in value adds and when offered an upgrade versus a discount, they are inevitably choosing the discount. So far, we have created a budget which we are using to either cover value adds and/or discounts as we always believe in giving the customer the choice.”  Jon Zwickel, EVP, Bellstar Hotels and Resorts, Canadian Resort Investment Conference e-brochure, October 19, 2009

BEST PRACTICES

 

Reporters at sea: Royal Caribbean International cruise line teamed up with USA Today to launch a “Reporter at Sea” contest.  The contest searched for a “citizen journalist” to cover the unveiling of the Oasis of the Seas – touted at the world’s largest, most innovative cruise ship and the most environmentally sustainable – from November 19 to 22.  Contestants submit a 45-second video showcasing his or her video skills and why he or she should be selected.  Judging of a short list of contestants from Canada, the US, Germany, Mexico and the UK was done on-line by ordinary people.  The winner will be announced on November 4.

Adding value and doing the right thing: In an effort to add value to its product offer, Park N Fly at Toronto’s Pearson Airport is offering a day of free parking for clients who donate canned goods or cash from November 2 to December 21.   PNF will also match cash donations up to $5000.  

For more information on any of the above stories, click here to access the full report online or to download a copy.     

Feel free to circulate with attribution.  If you no longer wish to receive this mailing, email mmj@mahonjones.com and write the word “cancel” in the subject line. 

Mahon Jones & Associates is a consulting firm specializing in tourism.  For more information about our services or to discuss how we can add value to your organization, government agency or business visit our website at www.mahonjones.com or contact us at mmj@mahonjones.com 
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