2

ECOLE HOTELIERE

LAUSANNE

Since 1893

Sir David Michels on the shape
of the coming recovery

The outlook for 20 key markets,
from China and the USA
to Germany, Brazil and Libya

Is it time to change in-ro&"‘

technology standards ?

How the crisis
“will affect luxury in 2010

Editorial input from 25 hotel' L
mdustry CEOs

& HSYNDICATE

[

e

a3l

4 ﬁ 1

-

. -
-
L
L]
L)
' boutique
SR
T Cornell University o i b e n C h A
GE) School of Hotel Administration nDeEvS;Ig&jrl‘\I W des‘;ll:g gﬂlrons


www.ehl.edu/eng
www.watg.com
www.boutiquedesign.com
www.benchevents.com
www.hotelschool.cornell.edu
www.hsyndicate.org/index.html

2

ECOLE HOTELIERE

LAUSANNE

Since 1893

boutiqu
DESI(JN

new york

AHFTP

bench

E VENTS

4 Cornell University

= HSYNDICATE

WATG

designing destinations

School of Hotel Administration

The Ecole hoteliere de Lausanne (EHL) is the co-publisher of The Hotel Yearbook. As the oldest Hotel School
in the world, EHL provides university education to students with talent and ambition, who are aiming for
careers at the forefront of the international hospitality industry. Dedicated to preparing tomorrow’s executives
to the highest possible level, EHL regularly adapts the contents of its three academic programs to reflect the
latest technologies and trends in the marketplace. Since its founding in 1893, the Ecole hoteliere de Lausanne
has developed more than 25’000 executives for the hospitality industry, providing it today with an invaluable
network of contacts for all the members of the EHL community. Some 1800 students from over 90 different
countries are currently enjoying the unique and enriching environment of the Ecole hételiére de Lausanne.

Boutique DESIGN New York, a new hospitality interiors trade fair, will coincide with the 94-year-old International
Hotel/Motel & Restaurant Show (IH/M&RS). Designers, architects, purchasers and developers will join the hotel
owners/operators already attending IH/M&RS to view the best hospitality design offerings as well as explore a
model room, exciting trend pavilion and an uplifting illy® networking café.

HFTP provides first-class educational opportunities, research and publications to more than 4'800 members
around the world. Over the years, HFTP has grown into the global professional association for financial and
technology personnel working in hotels, clubs and other hospitality-related businesses.

Bench Events host premier hotel investment conferences including the International Hotel Investment Forum;
the Arabian Hotel Investment Conference and the Russia & CIS Hotel Investment Conference. Bench Event’s
sister company, JW Bench, is a benchmarking company that has launched the Conference Bench and the
Productivity Bench. An industry first, the Conference Bench, measures performance data for conference space
in hotels throughout Europe.

Founded in 1922, Cornell University's School of Hotel Administration was the first collegiate program in
hospitality management. Today it is regarded as one of the world’s leaders in its field. The school’s highly
talented and motivated students learn from 60 full-time faculty members — all experts in their chosen disciplines,
and all dedicated to teaching, research and service. Learning takes place in state-of-the-art classrooms, in the
on-campus Statler hotel, and in varied industry settings around the world. The result: a supremely accomplished
alumni group-corporate executives and entrepreneurs who advance the industry and share their wisdom and
experience with our students and faculty.

With an exclusive focus on global hospitality and tourism, Hsyndicate.org (the Hospitality Syndicate) provides
electronic news publication, syndication and distribution on behalf of some 750 organizations in the hospitality
vertical. Hsyndicate helps its members to reach highly targeted audience-segments in the exploding new-
media landscape within hospitality. With the central idea ‘ONE Industry, ONE Network’, Hsyndicate merges
historically fragmented industry intelligence into a single online information and knowledge resource serving
the information-needs of targeted audience-groups throughout the hospitality, travel & tourism industries...
serving professionals relying on Hsyndicate's specific and context-relevant intelligence delivered to them when
they need it and how they need it.

Qver the course of the last six decades, WATG has become the world’s leading design consultant for the hospitality
industry. Having worked in 160 countries and territories across six continents, WATG has designed more great
hotels and resorts than any other firm on the planet. Many of WATG's projects have become international
landmarks, renowned not only for their design and sense of place but also for their bottom-line success.
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Lux in flux:

will 2010 spell a redefinition of
high-end hospitality ?

What is the difference between pre- and post-crisis luxury? HOWARD J. WOLFF, Senior Vice President
at destination design firm WATG, says that, for 2010, bling has blung.

Luxury hospitality has been hit harder by the worldwide
financial disruption than any other segments of the hotel
business. It follows, therefore, that it is likely to take awhile for
this sector to recover.

Some will simply wait for affluent travelers to return. Others
say things will never be the same. Either way, there are some
trends emerging that can help guide us through this fog of
uncertainty.

Simon Cooper, president of The Ritz-Carlton Hotel Company,
is one of many whose near-term plans assume a rebound:

«When home prices stabilize, the stock market stays bullish
and jobs are created, there will be a large amount of pent-up
demand to travel. » A recent consumer survey corroborated this
trend, suggesting that travel is an area in which people expect
to indulge. However, others are more cautious — like Ted Teng,
President and CEO of The Leading Hotels of the World, Ltd. —
who expects that the current difficult business environment will
persist in 2010.

While all indications are that affluent travelers will indeed return
eventually, what they will be hoping to find in the hotels and
resorts they visit will have morphed in a number of subtle ways.
Shifting perceptions about luxury will account for changes that
we will see, as early as 2010, in high-end hospitality.

The changing nature of luxury

What sets apart the most recent financial crisis is its
widespread and possibly lasting influence that seems to be
occurring at every level — from surface to soul. Sonu Shivdasani,
Chairman and CEO of Six Senses Resorts & Spas, describes the
genesis of the company’s «Intelligent Luxury » initiative: «|
believe that this financial crisis has been a catalyst for a more
general movement of change that is about reconsidering our
values and our priorities, and changing the way we do things. »

To the extent that conspicuous consumption and ostentatious
décor might be considered bad form in a global recession

— where so many people and businesses have been hard

hit — design aesthetics will be tamped down in new and
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recently renovated properties, thereby changing the look and
reconsidering the definition of luxury.

Nevertheless, Mandarin Oriental Group Chief Executive
Edouard Ettedgui believes that, « whether in boom times or
recession, the ability to provide exceptional and consistent
quality facilities and service will remain the focus for each of
our operating hotels. »

Others agree about the need to stay focused. Teng, of The
Leading Hotels of the World, believes that some brands in

the luxury sector will actually benefit from the shift in the
marketplace... but not by slashing rates, amenities and staff.
«The key to success is to remain focused on the organization’s
values and be able to deliver on the brand promise, despite
market conditions. »

While luxury conjures images of excess and indulgence, Isadore
Sharp, founder, Chairman and CEO of Four Seasons Hotels

and Resorts, views it as something that goes deeper than
aesthetics: «For our guests and clients, luxury is about making
the most of their precious time. It's about feeling welcomed
and recognized. It's about not having to worry about a thing. »
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Conscientious consumption

Among affluent travelers, there seems to be a general self-
consciousness about the appearance of over-indulgence and

a desire to feel vindicated in some way. Shivdasani, of Six
Senses, identifies the shift as «a move away from conspicuous
consumption to conscientious consumption ».

In other words, bling has blung. When it comes to luxury
hotel design in 2010 and beyond, expect to see less flash and
more substance; comfort over coolness; friendliness

over pretentiousness.

Though clearly a five-star brand, St. Regis recently went
through the conversion of a property in Princeville, on the
island of Kauai, that involved removing tons of polished marble,
ornate railings and chandeliers, European themed furniture

and artwork, and gilded Corinthian columns. Designers
repositioned the Hawaii property to reflect its locale through
the use of indigenous materials, paintings and sculpture by
local artists, and custom-designed carpets and furnishings with
a residential feel that exudes warmth and hospitality.

In 2010, polished brass and shiny chrome will be out. Natural
stone and salvaged wood will be in. Recycled materials and
accessories will enhance the guest experience and give a
property a unique story to tell.

The recently opened Rough Luxe boutique hotel, in a London
townhouse, illustrates this trend. « Luxury is about appreciating
the provenance of an item and its unique qualities, » says Rabih
Hage, the hotel’s local architect. The design incorporates layers
of the property’s history from different periods and an eclectic
collection of furniture from previous owners. Its very name
encapsulates this emerging paradoxical trend.

Value is invaluable

For even the wealthy traveler, value will be a top priority, with
branding taking a backseat in the coming years. The fact that
consumer spending, even on sale items, will continue to be
replaced by a reason-to-buy at all, spells trouble for brands
with no authentic meaning, whether high-end or low.

«People want value for their money in every single market, »

states Ralph Toledano, Chairman and CEO of Chloé in Paris.
Affluent travelers will be looking for an optimal price/quality
balance when they are selecting their luxury vacation.

That suggests that luxury hotel and tour operators will thrive if
they can demonstrate why it's worth paying a bit more for an
extraordinary experience.

To Isadore Sharp, real value is not about offering reduced room
rates but rather it is about delivering «service that is consistent,
reliable and tailored to each guest’s individual needs. »

Authenticity is for real
Moving away from the day when themed architecture
transported guests to another place and time, new projects

suggest a move toward a more natural hospitality environment.

According to Thomas Storey, president of Fairmont Hotels &
Resorts, « People are choosing authenticity over glamour and
experiences over acquisitions. »

Bonnie Knutson, professor at Michigan State University School
of Hospitality Business suggests that « Old Luxury » was about
things, whereas « New Luxury » is about experiences, feelings

and memories. »

KEY INDUSTRY SEGMENTS IN 2010
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That sentiment is echoed by Ritz-Carlton’s Simon Cooper: «To
bring back the luxury customer, our industry will need to do
more than add trappings and over-the-top amenities. We will
have to ensure top-tier prices are equaled by truly memorable
experiences. »

Decades ago, WATG lost a commission to renovate the
venerable Raffles Hotel in Singapore, because company
founder Pete Wimberly refused the owner’s request to replace
the iconic ceiling fans with central air conditioning in the
guestrooms. Holding steadfast to his principles, Pete was less
concerned about energy cost implications in 1988 than he
was with preserving the authenticity of the place. While it's
doubtful many architects and designers would turn down
work these days, for Pete it was about protecting the soul, the
character, the uniqueness of a property.

Now, more than ever, there is a desire and an appreciation for
cultural authenticity and for destinations with a sense of place.

Fairmont’s Storey seeks to provide guests direct opportunities
to connect with the people and the place where their
properties are located. « It is up to us as hoteliers, » he says,
«to be creative and design adventures embroidered with

the classic comforts that today’s luxury travelers appreciate.
Whether it’s a chef’s rooftop garden where guests enjoy tea
with lavender honey harvested from our own beehives, or
working with National Geographic to lead guests on a safari
tour with one of the world’s great photographers, we seek to
provide rich experiences that are a true reflection of the land
and local culture. »

Green is (here for) good

To some degree, green design has been about being altruistic
— do what is right because it is right — but respecting the
environment has been shown to make sense financially as well
and will continue to gain traction in the luxury sector.

Some of this momentum is coming from travelers themselves,
who are, according to Thomas Storey of Fairmont,

HOTELyearbook2010

«increasingly aware that some of the world’s most naturally
spectacular environments are luxuries that need to be
protected if we are to share them with our children and
generations to come. »

Bardessono, a boutique hotel in Napa Valley, California,

illustrates how luxury and green can go hand-in-hand.
Designed to LEED Platinum standards, the property uses solar
and geothermal energy, sophisticated energy management
systems, sustainable building materials, and organic landscape
management practices. Developer Phil Sherburne credits the
green aspects of the design with providing a distinctive edge
and getting him through the challenge of opening a luxury
property in the midst of an economic downturn.

Guests like having a story behind their stay. Sharing « what
makes it green » is one way to tell a story and to brand and
differentiate a property.

Green also refers to « eco-luxury travel, » which is asserting

its place in the luxury travel market. Based on WATG's current
portfolio of design commissions around the world, 2010 will
see a continued rise of intimate, sustainable, villa resorts in eco-
friendly destinations.

Many luxury hotel companies see the coming year as an
opportunity to redouble their commitments to caring for the
communities in which they work. « True luxury, » according to
Raymond Bickson, Managing Director for Taj Hotels Resorts &
Palaces, «encompasses authentic stewardship for the people
and places we do business. » For Taj, this translates into
investing 40 % of its profits back into both rural and

urban communities.

Respecting rather than rejecting the past

New and newly renovated hotel properties will have noticeable
references to the past, designed in a contemporary manner.
For Taj's Bickson, « Luxury moves ahead best by respecting

the past. »

The days of overpriced, undersized, trendy hotels are
numbered. Timeless will trump trendy in the future, as hoteliers
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will seek to avoid the pressure to refresh their properties
every year, lest they go out of fashion. Hotels that start with
a bit of history can gain an edge over their competitors in this
increasingly crowded landscape.

Case in point: One of the fastest growing hotel groups in
Greece (and all of Europe), Grecotels is systematically and
steadily expanding its portfolio of four- and five-star luxury
properties by renovating and enhancing existing hotels with a

contemporary nod to their historic past. The properties are not
only a hit with guests, they also have been recognized with

over 150 industry accolades and design awards.

Experience beats extravagance

This shifting definition of luxury, away from extravagance and
toward experience, is captured by Geoffrey Kent, founder,
Chairman and CEO of Abercrombie & Kent. In describing what
his customers are looking for, Kent suggests, « Our guests are
searching for authentic experiences that are true to a place
and its traditions, incorporating elements of the past and
reflecting the local culture. They don’t want to simply arrive at
a destination and look at things; they want to learn from local
experts with an intimate, lifelong knowledge of the area

and leave with a new understanding of how life is lived in
another part of the world. This is travel for people who define
luxury not so much by the degree of elegance but by the
quality of experience. »

The opportunity to immerse oneself in an authentic
environment can also take a more dynamic form, as it does

in the growing arena of luxury adventure travel, appealing

to those who are seeking above-and-beyond experiences in
exciting new destinations. Some of these offerings will actually
compete with traditional high-end hotels: niche boat cruises,
exclusive safaris, and luxury destination clubs.

Emanuel Berger, CEO of The Victoria-Jungfrau Collection,
speaks of authenticity as «a genuine experience of genuine
hospitality. » According to Berger, « Spending valuable time
with a partner and the family in a meaningful way, meeting
interesting people, absorbing the local culture, experiencing
the authenticity, inspiration and contextual sustainability —
these are the new luxury goods of tomorrow. »

Luxury won't go out of style

Many in the industry align themselves with Simon Cooper of
Ritz-Carlton in hoping that, as early as 2010, «we will see the
perception of luxury as a negative begin to change. »

Adrian Zecha, founder of Amanresorts, predicts with
confidence that « The top of the market will always be there. »
Even so, he acknowledges that recovering from decreased
revenues will continue to be a challenge in 2010. »
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There is little doubt that customers of high-end hotels and
resorts will still want to experience luxury, but, according

to Cooper, «their willingness to pay for it depends upon a
return of consumer confidence. » Ted Teng thinks the luxury

sector will return to its roots by catering to a clientele more
immune to volatile economic conditions, rather than the
recently widened approach designed to appeal to aspirational
consumers, who have, for the moment, disappeared.

Some of those who have disappeared fell prey to the global
slump in property and equity markets that cut the number of
millionaires by 15 % to 8.6 million, wiping out two years of
increases, according to a survey by Capgemini and Merrill Lynch
& Co. And the value of the world’s millionaires” assets slid 20 %
to US$32.8 trillion, according to that same survey, conducted

in mid-2009. The good news is that several sources predict

HOTELyearbook2010

a boost in the number of millionaires in 2010 as well as an
increase in their wealth and an enhanced propensity to spend.

Lavish spending in some segments of the luxury sector
already points to such a return. In the world of accessories,
for instance, if you can offer something exciting, price is not
a problem.

In terms of travel choices, however, conspicuous consumption
and bragging rights may no longer be the motivators they once
were. Ted Teng sums it up when he says that elite clientele

will become even more discerning, but in slightly different
ways: « Customers will increasingly be seeking value, quality,
authenticity and personalized enriching experiences. »

The luxury hoteliers who succeed in 2010 will heed these
trends and position their properties accordingly. B
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