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Overview & Methodology

Overview

The purpose of this study is to measure shifts in how consumers have shopped for travel
as the economy has weakened and to understand the outlook that consumers have for
travel in 2009.

Specifically, this study seeks to identify if there have been notable changes in consumer
behavior while travel shopping and, if so, what the implications are for travel marketers.

Methodology

o Clickstream Analysis
— Conducted on Compete’s proprietary U.S. consumer panel

— Timeframe: January 2007 through November 2008
Focus on Sep, Oct, Nov comparisons between 2007 and 2008
» Behavior studied across hundreds of travel websites
Sample size of 172,000 online travel researchers passively studied

— Population: Groups of panelists who either conducted online travel research in both 2007 and 2008, or
conducted online travel bookings in both 2007 and 2008
e Survey

— Compete invited consumers who had either traveled for leisure purposes in the prior 6 months, or intended to do
so within the next 6 months

— Fielded 12/5/08 — 12/10/08
— Sample size = 1,156
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Two key terms we will be using today

Researcher

A consumer who looked at information on a travel eCommerce website (supplier or
Online Travel Agency), but did not necessarily make an online travel purchase.

Booker

A consumer who specifically completed an online purchase on a travel eCommerce
website (supplier or Online Travel Agency). Bookers are a subset of Researchers.

Bookers and Researchers are measured as individual consumers. A consumer may
have researched and/or booked multiple times, yet will only be counted once.
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Key Findings
Despite recent weakness, there are reasons for optimism:

Growth has slowed, but online travel activity is in line with 2007 levels.

Consumers researching travel online continue to do so thoroughly.

Many travel sellers are maintaining strong online performance levels.

Most consumers plan to travel as much in 2009 as in 2008, if not more.

Marketers have opportunities to connect with their target audiences.
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Online travel is now back to levels seen in 2007

* Reality of today’s market: Online travel has weakened
e 2008 had been up 25%+ from year before until July

Change in Online Travel Bookers
(% change from 2007 to 2008 in online travel bookers)

39.8%

31.6%
Read As:

2.6% fewer consumers
booked travel online in Nov
2008 compared to Nov 2007

-2.6%
Jan'08 Feb Mar Apr May Jun Jul Aug Sep Oct Nov '08
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Air, Hotel, and Car Rental all following a similar trend

« Each category now within 5 points of 2007 levels

* Hotel holding on the best

Change in Online Travel Bookers
(% change from 2007 to 2008 in online travel bookers)

60% -
Read As:

0% 1 e There were 5% more online
hotel bookers in Nov 2008 than

40% - a year earlier in Nov 2007

30% - e S T

20% -+

10% -~

0%
1000

—o=Car Rental -=Flight -4 Hotel
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Still a huge number of online bookers at play each month

 30% decline from peak levels in 2008 was sharp and sudden

e Online travel bookers now in line with 2007 levels

Online Travel Bookers

(Volume of US consumers completing an online hotel, air, car, or package booking) Read As:
8.6 million U.S. consumers
14,0000000 — booked travel online in
November 2008
12,000,000 -
10,000,000 -
8,000,000 -
6,000,000 -
4,000,000 -
2007
2,000,000 - — —

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov
'07 '07  '08 '08
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And many individual brands are growing their audiences
« Despite downturn, every travel sub-category still has winners

Growth in Online Researchers
(% change from Nov '07 to Nov '08 in website traffic)

CheapFlights 91%
Yapta 71%
Mobissimo 64%
Holland America 59% '\
Priceline

Travelzoo Read As:
BookingBuddy Online researchers on the Mobissimo
NCL website in November 2008 were 64%

Farecast higher than in November 2007

La Quinta
Virtual Tourist
Lonely Planet

Carnival
TripAdvisor
Marriott
Hilton

Avis
Amtrak
Hotwire
Kayak
United

AA
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85% of consumers plan to travel the same or more in ‘09

 Only 15% plan to cut back on travel

How much do you plan to travel for personal/leisure in 20097
(n=881 consumers who use the Internet to research travel)

67%

17%

15%

More than 2008 Same as 2008 Less than 2008
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RESEARCHERS are visiting fewer travel sites...

 Researchers visited nearly 3 sites in ‘07; same people now closer to 2 sites

* This recent decline may be temporary

Travel Retail Sites Visited Per Researcher Read As:

(sites visited among those who researched in both 2007 and 2008) Consumers who researched travel
online in both Nov 2007 and Nov

29 2008 visited 2.2 sites on average
2.7 ' 27 2.8 in Nov 2008

2.2

2007 2008

Bl September M October November
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...Yet BOOKERS are increasingly active

« The average booker is visiting more retail travel sites

» Higher share of bookers have heavy activity (10+ sites)

Travel Retail Sites Visited Per Booker % of Bookers Visiting 10+ Sites
(# of travel retail sites shopped in 30 days before booking) (% of travel bookers visiting 10+ unique travel retailers)
16.4%
13.7%
November 2007 November 2008 November 2007 November 2008
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Consumers’ mix of travel research has been stable

« Majority of activity still takes place with OTA's, airlines, and hotels

Distribution of Travel Research

(% of researchers’ total time spent in each group, Sep-Nov '07 vs '08)

Planning & oth
Lead Reviews er
Generators 3% / 7%
0,
3% \ Online
Car Rental Travel
4% T T AgenCIeS
32%
Cruise Lines/
5%
Destination
and Tourism
7%
Hotel Chains
0,
9% Airlines
30%

Planning &
Lead . 9 Other
ea Reviews 704
Generators 3% / 0
3% \ Online
Car Rental Travel
Agencies
% g31%
Cruise Lines/
5%
Destination
and Tourism
7%
Hotel Chains |
9% Airlines
31%

Google Confidential and Proprietary



Additionally, consumers plan to stick with these websites

 Most expect to use Supplier and OTA sites predominantly

* Nearly half expect to use search

Which did you / will you use for travel planning?
(n=1,046 recent leisure travelers and n=1,042 expecting to leisure travel in next 6 months)

63%

46%

349 34%

Used in Past 6 Months
l Plan to Use in Next 6 Months

0,
58% 60% 60% 59%
56%
| | |
[ I I

3105 32%
0,
o0, 24%
15% 14%
12% 12% auan
5% 6% 59, 6%
I H H =
I I I I I I I -_\
Airline Hotel Online | Search |Carrental Travel Travel General Cruise Tour Travel  Video
websites websites travel | engine |websites search review discount operator operatorDiscussion Sites
agency sites sites sites/webwebsites websites  Sites

groups
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Researchers using search have not declined

e 15 million researchers use search to reach travel sites monthly
* Holding positive year over year

Travel Researchers Using Search
(monthly travel researchers using search to reach a retail travel site) Year over Year

+4% +7% +1%

22,000,000 -

18,000,000 — -~ ]

14,000000 — - -

10,000,000 -

2007 2008

6,000,000 — - - - T T T — - - - I“‘
2,000,000

Jan Mar May Jul Sep Nov Jan Mar May Jul
‘07 ‘08
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The mix of search referrals is relatively stable

 Over 70% sourced from Google, 20% from Yahoo

Travel Search Referral Mix
(% breakdown of search referrals to travel retailers from each engine)

80% -

Read As:

5% of search engine clicks to travel
retail sites came from MSN/Live
Search in November 2008

70% —
60% -
50% -

40% -
30% -
20% -
10% -

0% - 1 [

Google Yahoo MSN/Live

Sep '07 Oct '07 Nov '0O7 HSep '08 HOct'0O8 HNov '08
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Search is still as good an investment as ever

e Search conversion rates are up slightly from 2007

Read As:
In Nov 2008, 4.7% of all search

Search Referral Conversion . .
referrals to travel retail websites

0 . o . . .
(% of search clicks resulting in an immediate booking) resulted in an immediate booking
4.9% /
4.7%

45% 4.5% 4.5%

2007 2008

B September M October © November
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Revisited: Consumers expect similar travel levels in 2009

 Only 15% plan to cut back

How much do you plan to travel for personal/leisure in 20097
(n=881 consumers who use the Internet to research travel)

67%

17%

15%

More than 2008 Same as 2008 Less than 2008
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Travelers will keep their core travel activities intact

« Likelihood to rent cars, stay in hotel, etc... holding steady

Did you / Are you likely to do the following on leisure trip in the next 6 months?
(n=1,046 recent leisure travelers and n=1,042 expecting to leisure travel in next 6 months)

74% 74%

62% 62%

45%
43% V7
32% 32% I
[ I T T T T

2%
- B B

Did in Past 6 Months

M Likely or Very Likely to in Next
6 Months

1305  14% 15%

11%
5% 4% 3%

Rentacar Atleastl- Staywith  Travelto
once at night in a friend / your
destination hotel/lodging family, rather destination
than hotel by air

Travel by a

than rental

Travel to Travel to Take a Take a
destination destination cruise guided tour
by train by bus
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While consumers still plan to travel, they will belt-tighten

* Most expect the economy will have some impact on dollars spent

« Less likely to be an impact on trip length and mode of transport

What impact will the current economy have on your 2009 travel?
(n=881 consumers who use the Internet to research travel)

Total %
Impacted
Amount spent on travel 32% 37% 92%
Frequency of travel 24% 35% 86%
How far travel from home 17% 36% 79%
Length of each trip [EMESYA) 38% 78%
Mode of travel transportation 17% 32% 75%
Amount of travel research 17% 29% 71%
0% 20% 40% 60% 80% 100%

B Major Impact M Moderate Impact m Slight Impact
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Internet & Search will be critical for increasingly cautious
researchers in 2009

How much do you agree with each statement?
(% “strongly agree” or “agree” on a 5-point scale, n=881 consumers using Internet to research travel)

Internet has made booking travel easier 7_ 88%
[ rely on Internet for travel more than in past 7_ 65%
| plan to shop around more before booking because of economy 7_ 57%
Search engines will be my go-to sources for travel ideas/information 7_ 54%
| plan to look for lower cost hotels for my leisure travel next year _ 53%
| would like to stay at an upscale/luxury hotel if the price is right 7— 52%
I would prefer to spend my money on travel over material things 7_ 449
Next year, | plan to take more “mini-vacations” than longer vacations 7_ 39%
Next year, | will only travel if | can find a good deal 7_ 39%
Next year, I'll “wait and see” rather than book in advance 7_ 37%
| plan on spending less on leisure travel in 2009 because of economy 7_ 35%

Financially, | am not optimistic about traveling much in the next year _ 30%
| plan to stay closer to home next year than | did this year _ 26%
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Invest where consumers are making their travel decisions

 The Internet is still paramount

* No other channel offers such efficient access to your audience

Which of the following did you / will you use for travel planning?
(n=1,046 recent leisure travelers and n=1,042 expecting to leisure travel in next 6 months)

86% 8505

Used in Past 6 Months
H Plan to Use in Next 6 Months

37% 39%

219 23%
14ty 15%
P 1106 12% 1196 13% 904 1004 70/
6% 10 5o 5y 0% 49
. . . 0 5% 4% 4% 2% 2%
\ \ \ ‘ ‘ | |

Internet Family & Brochures 1-800 Magazmes Travel Books Newspapers Travel TV Radio
Friends Number agents groups
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Maintain activities in high-ROI channels like Search

* Few opportunities for improved conversion rates in this market

» Click for click, Search delivering increased conversion rates

Read As:

Search Referral Conversion In Nov 2008, 4.7% of all search
referrals to travel retail websites

0 . o . . .
(% of search clicks resulting in an immediate booking) resulted in an immediate booking

4.9% /

4.7%
45% 4.5% 4.5%

2007 2008

B September M October © November
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Focus on what consumers want: Destination & Experience

« Destination, Safety, Weather rank near or above Economy, Price

How important will the following be when planning leisure travel in next 6 months?
(% selecting “extremely important” or “important” on a 5-point scale, n=881 consumers using Internet to research travel)

price I 53%
Location / Specific destination | —— 789
Feeling safe / secure I 76%
Past experience with provider T 5%
Weather I 60%
Past experience with destination e 5%
Special Promotions [N 519
Complimentary “extras” N 4 7%
Reward / travel / loyalty points 7_ 47%

State of the US economy [ 41%
Economy of travel destination I 41%
Going to new destination [N 36%

Multi Component Packages 7_ 33%

Political / Social climate [ NG 30%
Distance from home 7_ 28%
Reviews by people like me NG 26%
Professional/Editorial Reviews :— 23%
User-Generated Reviews [INEGEGEGEGEE 20%
Tours / Excursions Available 7_ 20%

Reviews by travel experts :— 18%
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Use value-adds to try and hold prices intact

 Freebies, Add-On’s, and other non-rate incentives have wide appeal

 These will push many consumers over the edge

3 Deals Most Appealing for Your 2009 Travel

(% selecting the following as one of 3 choices made, n=881 consumers using Internet to research travel)

66%

Price discounts | Complementary Reward / travel / Free 1 night stay| Companion Discount for Discounts on Giftcardtoa  Credit towards
for advance “extras” or “add  loyalty points for multi-night | incentives (e.g., purchasing multi last minute travel partner or affiliate future booking or
purchase ons” trip 2nd flies free) component purchase
package
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Savvy marketers have an opportunity to gain share in 2009
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Thank you

Questions?

Google
e competeinc
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