


“Average
Sentiment Score
for Japan was
negative 72.3,
still indicating
exceptionally
pessimistic
outlook.
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SENTIMENTRANKINGS

As a way to measure and comp  are the survey result from
Japan to the results from different regions of the world, 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.

Hoteliers in Japan still seem to have remarkably pessimistic
sentiments toward the current market situation. The
overall average Japanese hotel market sentiment score
was negative 72.3, improved only a little from the
negative 74.1, calculated in February 20009.

Although the global average score of negative 43.7 in
June, 2009 is a severe relegation from its previous score of
-34.2, this score yet again is far above that of Japan.
Furthermore, the average sentiment score for the
countries in Asia remained at negative 41. This result can
be interpreted as the current cr  isis still has a strong impact
on the Japanese hotel market outlook. As opposed to the
average sentiment scores calculated in the beginning of

the year, Japan’s score was higher than those of
Singapore (-80.1) and Hongkong  (-94.1), but still lower than
China (-43.6) and Thailand (-54.0). All the scores from
Asian hoteliers remained negative.
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RATIO OF RESPONSES HRSTHALF MARKETPERFORMANCE

The first survey question dealt with the respondents’ actual
performance in the first half of 2009 compared to the

respondents’ expectations at the beginning of the year.

The average sentiment scores measured using the
following three indicators—Occupancy, ADR, and
Revenue—turned out to be all negative: -95.8, -89.6, and

-112.5 respectively.

In response to expectations on market-wide occupancy
performance, 83 percent of Japanese hoteliers replied
that performance in the first half of the year was worse or

much worse than what had been expected, 7 percent

“Only 10 percent replied that occupancy performance was the same,
of the while 10 percent replied bett er or much better. The
respondents 7 industry was already expectin g a harsh effect: 81 percent

performance was
better than
expected.”

of the respondents in our February survey expected a
decrease in occupancy. Therefore, the results from our
June survey implied that the actual impact the recession
had on room night demand was even more devastating.
Majority of our responde nts experienced a dreary
outcome in terms of ADR performance, as 85 percent
stated that their ADR was worse or much worse than what
they had expected at the beginning of the year. Only 7
percent of the respondents fo  und their ADR to be similar
to what was expected. 8 percent saw a positive ADR

performance with regards to their expectations.

Revenue suffered the most of all our performance gauges,
with 94 percent of the respondents replying that their
revenue performance was worse  or much worse than their
expectation. Merely 6 percent of the respondents voiced
that their revenue’s actual performance was the same,

better, or much better than expected.
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R e SECOND HALFMARKETOUTLOOK

Japanese hoteliers were asked their expectations for
market performance over the second half of the year
compared to that of the second half of last year, in

relation to Occupancy, ADR, and Revenue.

Over 75 percent of our respondents stated that they
expect all performance measures to perform worse or
much worse in the second half of this year in comparison

to the second half of last year.

Occupancy scored an average sentiment score of -75.7,

wherein 79 percent expected decline in occupancy

compared to that of the seco  nd half of 2008. 13 percent
“Japan’s second said that occupancy will remain the same and only 8

half market percent anticipated better occupancy.
expectations are

Alon ith its average sentiment score of -80.6, ADR
even worse than g wih {is average sem S

those of the followed a similar trend, wherein the majority, 77 percent
Ffirst half.” expected worse or much worse ADR. In contrast, 19
percent believed that ADR will  remain constant and only 4

percent expected better ADR. There was no Japanese

hotelier who projected much better ADR.

Revenue recorded the lowest sentiment score of all our
performance gauges. Revenue received an average
score of negative 88.3 and 86 percent expected lower
revenues in the second half 2009. Merely 6 percent
believed that revenue will re  main constant and 8 percent
projected better revenue. Again, there was no

respondent who expected mu  ch better revenue.

The average score of -81.5 indicates a 7.8 point decrease
from -73.7 in the February survey. This decreased score
certainly reflected our respondents’ even more pessimistic
perspectives on market perf ormance during the second
half of 20009.
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RATIO OF RESPONSES

“Over 75 percent
of the
respondents
expected to see
a drop in
performance
growth of at
least 5 percent”
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HOTELPERFORMANCEEXPECTATION

Lastly, Japanese hoteliers were asked to share their
perspectives for their hotel performance in the second
half of 2009 compared to the second half of 2008.

Given that the entire global ho  spitality industry is currently
experiencing a prolonged recessio  n, it is not surprising to
see a bleaker forecast for the market outlook for 2009.
With a sentiment average score of -63.0, the 2009
performance anticipation furt  her eroded hopes that the
economy was starting to emerge from recession, a
significant relegation from -39.1 in February. Over 75
percent expected a drop in performance growth of at

least 5 percent, and more than 25 percent expected that

hotel performance diminished by 10 percent or more.

Specifically, 58 percent of the respondents expected
occupancy to decrease by at least 5 percent in the
second half, and occupancy received an average
sentiment score of negative 51.9. The sentiment score for
ADR was -64.5, with 58 percent of the respondents
expecting performance to diminish by at least 5 percent.

The sentiment regarding revenue in Japan again scored
the lowest sentiment score of all the performance gauges,
-72.5. The respondents were the most pessimistic, with 70
percent of them expecting revenues to plunge by at least

5 percent during the remaining 6 months.

Compared to the results of our February survey, the ADR
score (-64.5) was decreased by 32.9 points from -31.6, a
more significant drop than that of occupancy, that
dipped by 11.1 points. This severe drop in the ADR score
indicates that majority of hotels try to adjust to the
changing market environment by  aggressively

discounting room rates.
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CONCLUSIONS

While hoteliers in Japan are anxious for any hopeful signs of a recovery, the lingering
economic stagnation throughout the world in 2009 still seems to have a severe impact on the
Japanese hotel market outlook. Furthermore, the outbreak of Swine Influenza (H1N1) may
have exacerbated the already pessimistic 2009 outlook. In fact, majority of respondents
believed their actual performa  nce during the first half in all three measures—Occupancy,

ADR, and Revenue—were worse than what they expected in the beginning of the year.

More respondents seem to project performance at their property would get worse as overall
market performance would. The average sentiment score of hotel performance has dropped

by more than 20 points, whereas that of market performance has by less than 10 points. As a
result, the gap between these two scores narrowed to 10.7 points from 34.6 points in February
thus many of the respondents seem to struggle to identify effective tactics in the middle of

the extended turmoil.

Globally omnipresent pessimistic outlook is certainly reflected in Japan’s average sentiment
score. This score has improved a little from the score in February, but still is one of the lowest
compared to those of major regions of the globe. Especially, a 32.9 point drop in the ADR
score indicates that Japanese hotels now exercise a “price war” in order to survive by

aggressively discounting their room rates.

Other Market Sentiment Reports
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Sydney@HorwathHTL.com

Tokyo, Japan
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vmarti@horwathconsulting.com

Moscow, Russia
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Atlanta, USA
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Palm Beach, USA
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ochudnobsky@HorwathHTL.com

AFRICA

Cape Town, South Africa
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