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INTRODUCTION

The Horwath HTL Global Hotel Market Sentiment Survey has been
designed to provide the global hotel industry a quick assessment of
the future market outlook. The survey focuses on the outlook for

occupancy, average room rates and total revenue.

In this mid year survey, hoteliers have also been asked to make
comments on their expectations for the coming semester in
comparison to the second half of last year, as well as comment on

the impact the crisis has had on room night demand.

This report summarizes the outcome of the survey, gathered from
responses across Czech Republic. Of the 64 respondents, an
overwhelming majority of them, 95 percent, came from Prague (75
percent in February) and roughly 5 percent from other parts of the
country (27 percent in February). Therefore, the results of this
survey have to be considered as primarily reflecting the market
sentiment in the Czech capital. 3-star hoteliers represented the
highest share among the total respondents with 48 percent, followed

by 4-star (44 percent) and 5-star (8 percent).

At the current point in time, with the economic crisis still affecting all
corners of the globe, it is not surprising to find Czech Republic having
the same negative assessment of the outlook for 2009 as most of the
markets across the world. However, we hope that the following
analysis provides some useful insight as to the expectations for

different hotel markets across the world.
This being the second survey this year by Horwath HTL, we have

been able to analyze previous sentiment scores in order to give a

more in depth analysis.
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SENTIMENT RANKINGS

As a way to measure and compare the results across regions and
countries, we have created an index to formulate an overall average
sentiment score from all survey questions. Points are assigned to
each corresponding response and compounded accordingly. The
index utilized a scale of negative 150 to positive 150 in which a score
of negative 150 denotes a sentiment of absolute pessimism; a zero
score indicates unchanged expectations from the previous year
whereas a positive 150 signifies a very optimistic outlook. The
purpose of creating a sentiment index or score is also to better track
changes in market sentiment in future surveys to be conducted by

Horwath HTL.

The sentiments of hoteliers across Czech Republic have been clearly

“Czech RepUinC appears affected by the global economic crisis, visible from the results.

to be the COU”tIy with General market sentiment was particularly pessimistic with a national
T average score of negative 93, down further 39 points from the
the most pessimistic 8 8 P

. negative 54 calculated in February. Czech Republic appeared to be

sentiment among every
the country with the most pessimistic sentiment among every other

other European
” European country, who altogether reached an average of negative 55
count,

score. On a much more global scale and according to the results of
the Global Hotel Market Sentiment Survey, Czech Republic was

outranked only by Hong Kong (negative 94) in terms of pessimism.

Contrasting with previous results, 4-star hoteliers achieved the
lowest score with negative 94, as opposed to negative 52 in our
February survey. This is primarily attributed to the fact that the 4-
star sector seems to be the most oversupplied, therefore the most

impacted sector of the Czech capital.

It is worth mentioning that the 5-star hotel sector did not score the
lowest mark in the survey as it would have been understandably
expected, despite the fact that luxury and upscale segment globally

has been particularly hit by the current economic crisis.
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“74 percent of hoteliers
replied that
performance in the first
half of the year was
worse or much worse
than what had been
expected.”

FIRST HALF MARKET
PERFORMANCE
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FIRST HALF MARKET PERFORMANCE

The first survey question dealt with the contributors’ actual
performance in the first half of the year compared to their

expectations, at the beginning of the year.

In response to expectations on market-wide occupancy performance,
74 percent of hoteliers replied that performance in the first half of
the year was worse or much worse than what had been expected,
putting Czech Republic above the Global and European mark at 66
and 65 percent respectively. |3 percent of the respondents replied
that occupancy performance was the same, while just 14 percent
replied it had improved. This result demonstrates the strong negative
impact on demand Czech hoteliers were anticipating due to the
economic crisis, as already 74 percent of them expected occupancy
declines in our February survey. 5-star hoteliers affirmed they were
particularly hit as they all declared the first half of 2009 as being

worse or much worse than forecasted.

ADR followed a similar trend, as 80 percent of respondents replied
that ADR performance had been worse or much worse than
expected, a 6 percent bigger share compared to previous February
results. 89 percent of 3-star hoteliers displayed the most important
discontent in terms of ADR performance, followed by 4-star (74

percent) and 5-star (60 percent) hoteliers.

Of all performance gauges, revenue suffered the most, as 89 percent
of hoteliers across every category revealed that revenue was worse
or much worse than what had been expected at the beginning of the
year. Only 5 percent of respondents found performance to be
similar, while roughly 6 percent saw a positive performance with
regards to their expectation. The 5-star segment unanimously stated
that revenues in their properties underperformed forecasts, while
the 4-star and 3-star had the same view in the proportions of 85

percent and 90 percent respectively.

In terms of first half market performance ranking, results between 5-
star and 4-star properties were identical with negative 70 points,
while 3-star attained negative 80, resulting in a national aggregated

score of negative 75, well below the European mark at minus 46.

www.HorwathHTL.com
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RATIO OF RESPONSES THE IMPACT OF THE FINANCIAL CRISIS

10% 0%
The second question asked respondents if the currents crisis has

impacted demand to the extent which was expected.

When hoteliers were asked if the crisis had impacted their demand

as expected, a prominent 87 percent responded that demand had

65%

been affected more or much more than anticipated. Merely 3 percent

::::: rore of respondents replied that demand had been affected as predicted,
.::': and 10 percent proclaimed that the crisis had impacted demand less
eRtuchiless or much less. When categorizing these results according to the
various types of accommodation, the following pattern can be

outlined: the higher the category, the most likely was demand to

“Czech Republic suffer as 83 percent of 3-star hoteliers noted that demand was more
achieved a sentiment or much more impacted than what was previously thought, as

opposed to 88 percent and 100 percent of 4-star and 5-star hoteliers

score well below the
Global and European
average.”

respectively. This confirms and emphasises the effect the crisis has
had on a certain clientele, mainly corporate as well as wealthy
individual guests, to whom hotels in the upper end of the market
scale used to cater.

IMPACT OF THE FINANCIAL

CRISIS Looking at the hotel performance ranking, it can be noted that Czech
Republic achieved a negative 75 score, well below the Global and
European average of negative 27 and 29 respectively. The category
with the least pessimistic view lies within the 3-star segment
(negative 70), followed by 5-star (negative 75) and 4-star (negative
78).

%\ Horwath HTL www.HorwathHTL.com
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. RATIO OF RESPONSES SECOND HALF MARKET OUTLOOK
90% -
g% - Hoteliers were asked their expectation for the second half of the
70% - year compared to the second half or last year, in relation to hotel
60% 1 occupancy, average room rate and hotel revenues.
50% -
40% -
20% | Over 80 percent of respondents stated that they expected all
20% - performance measures to perform worse or much worse in the
10% 1 second half of the year in comparison to the second half of last year
0% -
Occupancy ADR Revenue
® Much Better Occupancy scored a national average sentiment score of negative 77
m Better
Same wherein 80 percent of respondents expected declining growth in
u Worse
m Much Worse occupancy levels vis-3-vis the second half of 2008. Although remaining

in the negative grounds, 3-star hoteliers recorded the least

pessimistic sentiment score (negative 70), followed by their

“88 percent of hoteliers

counterparts in the 4-star category (negative 83). 5-star hoteliers on

in Czech Repl'IinC the other hand completed the ranking by expressing the bleakest
eXpeCt lower revenues view with a sentiment score of negative 90.
in the second half 2009
compared with second The national average sentiment with regard to ADR expectations
half 2008.” scored negative 90. This sentiment was accentuated in the 3-star

category with a score of negative 98 reflecting the negative outlook
of 90 percent of the hoteliers in this category with respect to the

second half of 2009. Three quarters of 5-star respondents and 77
EXPECTATION FOR THE SECOND

HALF OF THE YEAR percent of 4-star hoteliers shared the same view, unsure about the

extent to which they would be able to preserve their rates.

With regard to Revenue expectations for the second half of 2009, 88
percent of Czech hoteliers expected lower revenues compared with
the second half of 2008, resulting in a national average sentiment of
negative 90. 4-star hoteliers were the most cautious about Revenue
expectations, scoring negative 92 points, closely followed by 3-star
hoteliers with a negative sentiment of 88. Quite surprisingly, the 5-
star was less bearish as one could have been expecting, displaying a
relatively less negative sentiment score of minus 56, partly explained
by the fact that a quarter, 25 percent, of respondents believed
revenue performance would resume growth in the second semester

of 2009.

%\ Horwath HTL www.HorwathHTL.com
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HOTEL PERFORMANCE EXPECTATION

The last survey question asked was for hoteliers to give their
expectation of how their respective hotels will fare in the second half

of 2009 with respect to the second half of 2008, in percentage terms.

The national sentiment outlook was yet again rather bleak from
hoteliers, with a sentiment average score of negative 100. Over 90
percent of hoteliers expect to see a drop in performance growth of
at least 5 percent, and on average 35 percent of Czech hoteliers

expect to see hotel performance contract by |5 percent or more.

90 percent of hoteliers expect occupancy to decrease by at least 5
percent in the second half, and a national sentiment of negative 87
was scored. 3-star hotels were relatively the least pessimistic
category, scoring negative 80, whilst 5-star and 4-star hoteliers
grasped a more pessimistic approach with scores of negative 90 and

96 respectively.

The Czech sentiment score for ADR was much lower than for
occupancy, scoring negative 104, with 92 percent of hoteliers in the
country expecting performance to diminish by at least 5 percent, 40
percent believing it would decline by |5 percent. 5-star and 4-star
properties shared more or less the same opinion, with negative 98
and 100 sentiment score, while 3-star hotels expressed lowest

sentiment expectations with a negative score of 106.

The Czech sentiment regarding hotel revenues scored the lowest
sentiment score of all the performance gauges and of this whole
survey, with negative 108, 2.4 times less than the European average.
Hoteliers were the most pessimistic, with 93 percent of respondent’s
expecting revenues to falter by at least 5 percent in the coming
semester, wherein 40 percent believed the fall to be of at least |5

percent.

www.HorwathHTL.com
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CONCLUSIONS

Hoteliers in Czech Republic generally expect the year to remain extremely tough, with respect to market-wide
and individual property performance. The majority of the contributors projected that performance in all three
measures, room occupancy, average room rates and total revenue will continue to decline in the second half of
the year. While still expressing a very bleak outlook for the upcoming months, hoteliers in the 5-star segment
were overall surprisingly less pessimistic than their colleagues in lower categories. However, in several
occasions they unanimously expressed their very unenthusiastic views, especially in terms of future
performance expectations for their specific hotel.

The impact of the current financial crisis is seen to have affected all segments of the market in Czech Republic,
with hoteliers broadly agreeing on the fact that demand was impacted in a much more extensive way than they
expected at first, hence underlining how little visibility and readability this current recession has had in the view
of Czech hoteliers. It is therefore very much understandable why hoteliers in Czech Republic are now
extremely cautious about future expectations not only in terms of market but also in terms of their individual
properties’ performance, resulting in them scoring among the most pessimistic sentiment scores in Europe and

worldwide.

We understand that the Czech market has already been hit by the crisis towards the end of 2008, resulting in a
sour view when hoteliers are asked about their opinion. With the market in Prague being oversupplied and
saturated, declining demand resulted in supply and demand imbalances deepened, which could not be helped
with the demand created by or attributed to the Czech Republic being the president of the European Union
during the first half of 2009. In our view, hoteliers will be experiencing further difficulties for the reset of this
year and any growth in the short- to mid-term is to pave the way for slow recovery only.
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NORTH/CENTRAL AMERICA

Atlanta, USA
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jmontgomery@horwathhl.com

Los Angeles, USA
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Montreal, Canada
horwath@horwath-lariviere.com

Palm Beach, USA
staylor@horwathhl.com

San Francisco, USA
jhiser@HorwathHTL.com

Santo Domingo, Dominican
Republic
sotero@codetel.net.do

Toronto, Canada
horwath@hhgi.com

SOUTH AMERICA

Buenos Aires, Argentina
ochudnobsky@HorwathHTL.com
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Cape Town, South Africa
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