


Gulf State, camel racing. Ski Dubai opened
in 2005, enabling people to enjoy winter
sports while, outside, other holiday-makers
swelter in the sun.

The Dubailand development will include the
world’s first purpose-built sports city, covering
50 million square feet. This will include a golf
course, a sports academy and a residential
community — with the entire development set
for completion by 2010. With so much to
offer, it's not surprising that according to the
HotelBenchmark™ Survey by Deloitte for the
first ten months of 2006, Dubai was the top
performing Middle Eastern market in terms
of both hotel occupancy and average room
rates. At US$237, average room rates in
Dubai are among the highest in the world,
bypassing other first-class destinations such
as New York, London and Paris.

Some analysts suggest Dubai’s hotel market
is overheating, but with government plans
to drive up tourist numbers from 6 million in
2006 to 15 million by 2010, hotel
performance in Dubai will continue to do
well. However, with more than 55,000
rooms predicted to enter the four and five-
star market in the United Arab Emirates
(UAE) over the next five years, the rate of
growth may be restrained.

Neighbouring countries, like Qatar and Abu
Dhabi, are keen to emulate Dubai and
multimillion dollar projects are changing the
Gulf landscape forever. The makeover of
Abu Dhabi is moving ahead quickly.

The country now has its own airline — Etihad
Airways — its own tourism board and many
new hotels. In the first ten months of 2006,
Abu Dhabi recorded the highest growth in
average room rates across the region, up
47.6% to US$158, helped by several major
exhibitions and conferences.

Bahrain has basked in the glory of Formula
One Grand Prix, bringing in thousands of
spectators to this small island, while
enjoying the attention of millions of TV
viewers. However, 2006 gave Doha the
chance to shine, as the country hosted

the Asian Games in December — second
only to the Olympics in terms of global
multisports events.

Investment is being been pumped into
airport expansions and new aircraft,
especially by Qatar Airways, which is now
one of the fastest-growing in the world.
Qatar also invested heavily to bring its
roads, hotels and leisure facilities up to
international standards for the Asian Games
in December 2006.

In the firing line

The two countries caught in the firing line
of Middle East politics are Lebanon and Egypt.
Lebanon, having pulled itself together after
years of civil unrest, had been making solid
progress until its Prime Minister was
assassinated in February 2005. That year, visitor
numbers went down by 10% to 1.2 million.

The future looked more positive in 2006,

with 49%* more tourists arriving during the
first six months of the year. However, the
picture changed in mid-July, when the capture
of two Israeli soldiers by Hezbollah led to a
devastating response from Israel. A review of
hotel performance based on figures from Daily
HotelBenchmark™ by Deloitte shows that
during the first three weeks of the crisis, Beirut
hoteliers saw occupancy fall to around 33% —
some 40% below the levels achieved in 2005.
Rates remained fairly stable during the first
week of the conflict; however these
subsequently fell by over 30%?® in the second
and third week, resulting in revenue per
available room (revPAR) falling to just under
US$40.

Despite this, the net impact on the city for
the first ten months of 2006 was negligible.
Although average room rates in Beirut
dropped 5.2%?° to US$137 compared to 2005,
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occupancy managed to increase slightly to
51%. This reinforces the belief that as
tourists become more resilient, the impact
of such events is increasingly becoming
relatively localised and short-lived. Egypt’s
image was damaged through a series of
bombings at popular resorts, but tourists are
not easily put off. The country hopes to
bring in 16 million international visitors by
2014. Itis also appealing to Arab tourists
and its Nawart Masr — "You light up Egypt’ —
campaign is expected to drive Middle
Eastern holiday-makers numbers up

by 30%.7

The world’s best

Hotels in the region enjoy some of the
world’s highest occupancy and average
room rates. For example, in 2005, the
Middle East region saw revPAR increase
21.4%, helped by an incredible 22.8%
increase in average room rates — up to
US$117 compared to US$95 in 20042

Looking at the first ten months of 2006,
revPAR was up 14.5% compared to the
same period last year. Although continuing
terrorist threats in key areas combined with
an increase in hotel supply has seen
occupancy fall 2.0% for the first ten months
of 2006, average room rate growth remains
strong. This surged 16.8% to US$131, and
as the table below confirms, the resulting
US$89 revPAR puts the Middle East just
behind Europe.®

Room for development

A number of international hotel chains
have rapid expansion plans for the Middle
East, including Accor, which hopes to
increase its portfolio of 18 hotels to 58 by
the end of 2009. Marriott International is
planning a 250% increase in its rooms over
the next five years, while Movenpick Hotels
and Resorts will add 13 properties by 2008.

Millennium Hotels and Resorts has opened
regional headquarters in Abu Dhabi to
oversee the development of 35 hotels in the
Middle East and North Africa over the next
five years. Hilton Hotels Corporation and
Four Seasons Hotels and Resorts are also
expanding fast.

Although international operators tend to
dominate, local operators are also staking
their claims. Aldar Properties is planning
32 hotels in Abu Dhabi within the next
three to seven years, ranging from small
boutique accommodation to major resorts.

Emirates Hotels & Resorts is building a
US$490 million 77-storey hotel in Dubai’s
Business Bay area. The Emirates Park Towers
Hotel and Spa, the group’s fifth property,
scheduled for completion in 2010, will have
900 rooms and 300 serviced apartments.

To date, most hotel development has focused
on the luxury end of the market but the gap
in the budget sector will soon be filled.
easyHotel has signed a deal with Dubai-
based investment company, Istithmar, to
bring 38 budget hotels into the Middle East,
North Africa, India and Pakistan by 2011.

Yotel, a revolutionary hotel concept inspired
by Japanese pod hotels and business class
air travel, will also challenge the status quo.
Its first hotels in London’s two main airports,
Heathrow and Gatwick, will soon be
followed by others in the Middle East.

Whitbread Plc, one of the UK's leading
hospitality companies, plans to bring its
Premier Travel Inn brand into the Middle
East. Initial sites will be in Dubai, adding
800 rooms for the business traveller.

The first Premier Travel Inn scheduled to
open is the 300-room hotel at Dubai
Investment Park in the final quarter of 2007.

Table 1 - Global hotel performance for the first ten months of 2006

Occupancy

(%)

Middle East and Africa 67.6
Asia Pacific 711
Europe 69.6

Source: HotelBenchmark™ Survey by Deloitte

Average room rate RevPAR Change
(US$) (US$) (%)

131 89 14.5

117 83 8.1

139 97 9.6

InterContinental Hotels Group will join the
budget market push in 2007, when the first
Express by Holiday Inn opens at Knowledge
Village in Dubai with 240 rooms. The group
has plans for around 20 properties in the
Gulf and 20 more in Lebanon and Syria.

Going large

At the high end of the spectrum, the
development pipeline boasts schemes that
will enhance the Middle East's image as a
place where fantasy meets reality.

For instance, real estate developer Nakheel
has teamed up with US developer Donald
Trump to create a centrepiece for the Palm
Jumeirah. Located on the ‘trunk’ of the
palm, the 48-storey Trump International
Hotel and Tower will comprise a 300-room
condo hotel, 360 freehold residential
apartments, offices, restaurants, business
centres, health clubs, swimming pools and
entertainment venues.

Dubai already has the world’s tallest tower,
largest shopping mall and many other
projects described in the superlative, and
now it will boast the world’s largest hotel.
With 6,500 rooms, the Asia-Asia hotel will
be the centrepiece of a US$27.3 billion
tourist and leisure resort located in
Dubailand.

Not to be outdone, Abu Dhabi is pushing
ahead with its Emirates Pearl Island project,
plus another US$27 billion island
development. This will create an island half
the size of Bermuda, with 29 hotels,
including one with a 7-star rating. It will be
developed in three stages between now and
2018 and will eventually become home to
150,000 residents.

In Oman, The Wave is being built on
reclaimed land along the Seeb seafront.
This US$800 million resort will stretch along
7.3km of beachfront west of Muscat and is
due to open in 2009.

By the plane load

Passenger traffic is growing faster in the
Middle East than anywhere else in the
world — up 15%' in 2005, according

to the International Air Transport
Association. All the major airports are being
upgraded, and regional carriers are placing
multibillion-dollar orders to expand

their fleets.




Over the next 20 years, Middle East airlines
are expected to buy around 870 aircraft
worth US$115 billion. In 2005, Emirates
Airlines placed the biggest order Boeing has
ever received for 42 Boeing 777s, worth
US$9.7 billion. Qatar Airways, with a
current fleet of 45 all-Airbus aircraft will
soon include 60 generation Airbus A350s
as well. The airline will be among the first
to fly the innovative twin deck A380 super
jumbos.

Sustainable growth

The World Tourism Organisation predicts the
region will see an average annual growth
rate of 6.7% — the highest in the world —
leading to around 68.5 million international
visitor arrivals by 2020.

But this incredible transformation of the
region comes at a cost to the environment,
and the global tourism industry is beginning
to question whether the current level of
growth makes sense and is sustainable.

Some experts are calling for immediate
action to preserve the region’s ecology, and
many developers are adopting high
standards to protect and conserve the
natural environment. Nakheel, for example,
has invested in more than 20 research
projects to promote environmental
sustainability. Marine regeneration has
created a new ecosystem on The Palm,
while the shelter of the breakwater provides

a fertile habitat for coral to grow. There is
also the pressing issue of recruitment, as the
demand for trained staff increases.
Concerns are likely to escalate, because
many of the hotels and resorts are huge
multimillion-dollar schemes, needing
thousands of staff to look after guests and
run the business.

For example, the 300 room Emirates Palace in
Abu Dhabi has more than 1,000 staff.
Acquiring, developing and retaining staff
will therefore be a major challenge, and one
that will be exacerbated by the fact that the
traditional Indian workforce may prefer to
return to their own country, where the hotel
sector is also booming.

Putting these two issues to one side, the sun
will undoubtedly continue to shine in the
Middle East and despite the shifting political
landscape tourism is likely to remain big
business. @
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7. Asia Travel Tips

8. The HotelBenchmark™ Survey by Deloitte

9. The HotelBenchmark™ Survey by Deloitte

10. International Air Transport Association

Full details of hotel performance in the region can be obtained
from Deloitte’s HotelBenchmark™ team.

The HotelBenchmark™ survey tracks more than 420 markets
in 140 countries on a daily and monthly basis.
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