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Executive Summary

• Already hard hit by lagging growth in the United States, the Eurozone and the principal markets in Asia, the tourism industry
is now facing the additional challenge of overcoming the damage done to Canada's image by the outbreaks of SARS.

• Yet opportunities exist with the growing trend towards late bookings, travel suppliers still have the opportunity to influence
the decisions of many potential travellers, particularly those from Canada and the U.S. In fact, domestic and U. S. travel
intentions remain strong, although both countries suggest that this summer's strongest segment will continue to be the rubber-
tire market, spurred on in part by falling gas prices.

• Because the U.S. has thus far escaped a serious outbreak of SARS, the Travel Industry Association of America suggests that U.S.
travellers will gradually return to more traditional travel patterns this summer. If this happens, it will provide room for growth
in the harder-hit segments of the travel industry.

Emerging Trends and Issues - Rebuilding the Industry through Hard-Learned Lessons

• Unmistakably, the SARS outbreak in Toronto has tarnished Canada's overall image.
However, the chance to refocus and consolidate the efforts of the industry is perhaps a
silver lining to the recent setbacks. An uncertain world economy combined with
unstable global politics has resulted in a new norm of unpredictability, and learning
how to roll with the punches is becoming a crucial part of long-term survival.

• Recent marketing strategies have demonstrated that it is possible to successfully jump-
start a tourism rebound. Air Canada's "Canada Loves Toronto" promotion and Jetsgo's
widely publicized free airfares to Toronto were exemplary responses by the tourism
industry to devastating world events. While government funding from all levels will
also help, the most effective way for the industry to rebound will involve quick, decisive
action and industry-wide partnerships. Hopefully, the lessons learned over the past
20 months will provide Canada's tourism industry with the strategies to rebound from
the current downturn and to weather future storms.
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The Tourism Intelligence Bulletin continues to monitor the tourism industry around the world. This issue reveals tourism intelligence
gathered in May 2003.

Opportunities in Unpredictable Times
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Consumer (Traveller) Overview

• According to the latest Runzheimer Travel Management Report, business travel budgets are expected to further decline this
year. Even though the report suggests that alternatives to travel have increased since September 11, they are not always an
option. Still, the expanding use of technology has meant that many travel technology alternatives are increasingly considered
as just another business tool option similar to faxes, emails and the telephone. Meanwhile, a recent survey by the Business
Travel Coalition suggests that the percentage of U.S. corporations banning travel dropped slightly over the month of April,
from 61 to 59 per cent. Fortunately, only 33 per cent of respondents were still banning travel to Toronto.

• After the World Health Organization (WHO) removed its advisory against travel to Toronto, domestic leisure travel once again
appeared poised for a rebound. According to a recent Expedia.ca poll conducted by Ipsos-Reid, 58 per cent of Canadians are
planning a vacation this summer, and the vast majority of those (77%) plan to stay in Canada for their holiday. American travel
intentions to Canada are also looking positive. According to an updated Ipsos-Reid survey conducted for the Canadian
Tourism Commission (CTC), the number of American travellers likely to choose Canada as a destination increased from 22 to
28 per cent over the month of April. Although Americans' awareness of SARS increased substantially during the month,
58 per cent of respondents surveyed stated that they were no less likely to consider a leisure trip to Canada than they were six
months ago.

Travel Supplier Overview

• Air Canada is expected to cut capacity by 17 per cent in June, July and perhaps into August due to the downturn in traffic
caused by SARS. The airline reported that, compared with last year, traffic on Asian routes was down almost 60 per cent in May,
and forward bookings for May - July were down 20 to 25 per cent. In the U.S., air capacity, passenger traffic and revenues all
continued to fall during the month of April as the major U. S. airlines struggled with the impact of SARS and the war in Iraq.
However, by the end of April, signs of modest improvement were evident as system-wide domestic traffic posted its first year-
over-year improvement since February 7.

• According to IATA's Bank Settlement Plan (BSP), the average cost of domestic, U.S. and other international air travel for
Canadians decreased in April compared with the previous year. In the U.S., the Airline Reporting Corporation (ARC) reported
that domestic and international airfares for American travellers also decreased in April.

• Meanwhile, Expedia Inc. reported that it quadrupled its first quarter earnings to US$ 26.9 million (CDN$ 36.7 million), up
from US$ 6.6 million (CDN$ 9.0 million) last year. Gross bookings during this period increased 63 per cent to US$ 1.8 billion
(CDN$ 2.5 billion).

• First quarter earnings for most major Canadian and U.S. hotel chains were generally negative. More recently, HVS International
reported that the SARS outbreak in Toronto resulted in the cancellation of at least five major city-wide conventions involving
20,000 attendees and downtown hotels lost hundreds of thousands of dollars due to last-minute cancellations. In fact, by the
beginning of May, HVS International states that one-third of Toronto's 95,000 tourism industry workers had been laid off.

Economic Overview

• With retail sales slowing and unemployment rising, the Canadian economy seems to be weakening. The Bank of Canada had
been expected to continue raising interest rates, but with the weaker than expected U.S. economy and slower inflation, no
change in monetary policy is foreseen. The relative strength of the Canadian economy compared to that of the U.S. along with
higher Canadian interest rates has led to a recent surge in the Canadian dollar.

• Meanwhile, European economies have gone from bad to worse. The fall in consumer and business confidence, along with rising
unemployment is undermining domestic spending on services. To exacerbate matters, the euro hit a 34-month high that is
impacting negatively on exports. The U.K. economy is now also showing signs of weakness. The trade-weighted value of the
pound has fallen by 6 per cent so far this year, bringing with it inflationary pressures and increasing the likelihood of interest
rate increases.
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• SARS continues to dominate the outlook for Asian economies. As a result, domestic demand, which was the growth driver in
2002, is now decreasing in SARS-afflicted countries. Weaker economic growth in Asia, Europe and the U.S. is hurting Japanese
exports, which were the driving force of much of its economic growth in 2002. The Australian economy is a bright spot in the
Asia-Pacific region. An improvement in commodity prices and an abatement of the country's severe drought will contribute
to Australia's relatively strong economic performance this year.

Opportunities

• The combination of strong travel intentions and late booking patterns suggests that many opportunities to influence the
decisions of Canadian and American summer travellers still exist. In the fairly recent War Impact Survey conducted by the
Travel Industry Association of America (TIA), American travel intentions remain high, yet nearly half of the respondents
intending to travel have not yet finalized their plans. In fact, the Canadian Tourism Commission's (CTC) foreign office in the
U.S. reports that many travellers are booking their trips as little as 1 to 3 weeks in advance.

• According to a recent survey by Travelocity, bargains were the top priority for travellers in choosing vacation destinations, and
the common perception is that short-term bookings will garner the best deals. More than 45 per cent of respondents would
switch their chosen destination if a less expensive alternative was offered. The largest group of respondents (38.5%) believed
that booking their airfare one to three months before departure would get them the best price, and almost half (49%) believed
that the best hotel rates come from booking 15 to 60 days in advance. The majority of travellers (51%) believed that they would
save money by booking each travel service separately.

In Brief

The fallout from the outbreaks of SARS has compounded the challenges facing the tourism industry from lagging economic growth
across all markets. Arriving hard on the heels of the fear generated by the build up and occurrence of the war in Iraq, the short-term
outlook for the industry is cloudy, at best.

But if the latest outbreak is only a final hiccup in the containment of SARS in Canada, then salvaging the summer remains a viable target
for the industry. With the growing trend towards late bookings, travel suppliers still have the opportunity to influence the decisions of
many potential travellers, particularly those from Canada and the U.S. In fact, domestic vacation intentions remain strong and for the
most part, U.S. travel intentions continue to suggest that Canada is still viewed as a relatively safe destination. Still, travel intentions for
both countries suggest that this summer's strongest segment will continue to be the rubber-tire market, spurred on in part by falling gas
prices.

Because the U.S. has thus far escaped a serious outbreak of SARS, the Travel Industry Association of America suggests that U.S. travellers
will gradually return to more traditional travel patterns this summer. If this happens, it will provide room for growth in the harder-hit
segments of the travel industry. It will also represent an excellent opportunity for the tourism industry to look for ways of stimulating
demand rather than the incessant challenge of stealing market share.

The chance to refocus and consolidate the efforts of the industry is perhaps a silver lining to the recent setbacks. As New York City
demonstrated after September 11, the best way to emerge from the shadow of adversity is to meet the challenge head-on and collectively
find ways to achieve growth. This lesson, while hard-learned, will go far in helping the industry recover now and be prepared down the
road for the inevitable setbacks that will occur.
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Emerging Trends and Issues

Rebuilding the industry through hard-learned lessons

With the tourism industry now dealing with the fallout from SARS and, to a lesser extent, from the war in Iraq, both of which hit the
industry before it could fully rebound from 9/11 and lagging economic growth, what lessons can be learned from the slings and arrows
of the last two years? An uncertain world economy combined with unstable global politics has resulted in a new norm of
unpredictability, and learning how to roll with the punches is becoming a crucial part of surviving the downturns.

SARS has presented Canada's tourism industry with a significant comeback challenge, but New York City faced an even greater challenge
after September 11, 2001. As a result of the terrorist attacks, New York forecasted a 14 per cent or 5.4 million decline in visitors for 2001
compared with 2000 and a corresponding 12 per cent or $2.1 billion decrease in visitor spending. To help mitigate these repercussions,
the tourism industry reacted with quick and aggressive action: within one month of 9/11, New York City unveiled its "Paint the Town
Red, White & Blue" campaign, featuring deep, city-wide discounts for accommodations and attractions. Hotels, theatres and other
operators partnered to offer visitors "NYC Freedom Packages," which included a donation to the Twin Towers Fund to inspire patriotic
support. Even Canadians were targeted to help rejuvenate NYC tourism through a related "Canada Loves New York" campaign and rally.

A year later, the New York tourism industry was still feeling the economic aftershocks of September 11, but the overall impact was much
less than expected. The actual decline in visitors was negligible, and overall visitor spending in 2001 decreased by only half of what was
originally forecasted. By summer 2002, citywide hotel rates had rebounded to within one to two percentage points of where they were
in summer 2001. And although the tourism industry has not yet rebuilt itself to pre-9/11 levels, arguably, the economic impact of the
terrorist attacks could have been much, much worse.

Airlines lead way for post-SARS recovery

Air Canada was one of the first Canadian travel businesses to take its cue from New York's recovery example. Without waiting for the
WHO to lift its SARS travel advisory for Toronto, the airline launched its "Canada Loves Toronto" campaign involving deeply discounted
domestic and international airfares and packages to Toronto, in partnership with other travel businesses and attractions. Jetsgo quickly
followed suit with a "Let's Go To Toronto" promotion offering 3,000 free fares to Toronto from Montreal, Ottawa, and New York, along
with free car rentals and Blue Jays tickets. These campaigns managed to lure thousands of tourists to a city blacklisted only weeks before
by the World Health Organization.

Toronto Tourism also responded quickly to the WHO travel advisory, forming an Industry Community Coalition in April to address
the damage inflicted by worldwide SARS coverage. By early May the coalition joined forces with the Ontario government to launch a
new advertising campaign, "It's time for a little T.O." This television spot promoted Toronto as a safe, welcoming travel destination, and
is part of a larger, two-year recovery plan to rebuild global confidence in Toronto and Ontario as world-class tourism destinations.

Unmistakably, the SARS outbreak in Toronto has tarnished Canada's overall image. Not surprisingly, many of Canada's key
international travel markets report weak forward bookings for May and June. In response, the federal government has pledged funds to
help the Canadian tourism industry get back on its feet. However, as other recent comeback campaigns have demonstrated, the most
effective strategy also requires quick, decisive action and industry-wide partnerships. Hopefully, the lessons learned will provide
Canada's tourism industry with the strategies to rebound from the current downturn and to weather future storms.



CTC Tourism Intelligence Bulletin – Issue 14: June 2003

Opportunities in Unpredictable Times

5

Consumer Overview - Canada and the United States

Business Travellers

According to the latest Runzheimer Travel Management Report, business travel budgets are expected to further decline in 2003,
compared with 2002. However, by 2004, travel budget levels should stabilize or begin to increase. The report also suggests that while
alternatives to travel have increased in use since September 11, they are not always an option. Still, the expanding use of technology has
meant that travel technology alternatives-tele-, web- and video-conferencing- are increasingly considered as just another business tool
option similar to faxes, emails and the telephone.

According to a survey of corporate travel managers by Runzheimer, 40 per cent of respondents expect their travel budgets to decrease
in 2003 compared with 2002. The average expected decrease is 14 per cent. However, nearly 34 per cent of corporate travel managers
expect their travel budgets to remain the same in 2003 as they were in 2002. For 2004, one-third of respondents are more optimistic and
project that their travel budgets will increase while almost half (48%) expect their travel budgets to remain the same as 2003.

Runzheimer also reported that, of the 60 per cent of respondents who limited travel during the war with Iraq, 27 per cent reported
increasing their use of travel alternatives. In fact, MCI, which claims the largest teleconferencing business in the world, reported growth
rates of 40 per cent in this area since September 11, 2001. In April, MCI reported a 30 per cent jump in teleconferencing operations in
Asia as a result of concerns about SARS.

In May, the Business Travel Coalition released its fourth survey of large travel buyers with reference to their policies on SARS. The survey,
released on May 6, reported corporate travel policy changes have stabilized as the percentage of companies banning travel slightly
decreased to 59 per cent. The previous survey, released on April 16, reported that 61 per cent of respondents were banning travel.
According to the May 6 survey, China, Hong Kong and Singapore were the top destinations where travel bans are in effect. Bans on travel
to Toronto were reported by 33 per cent of respondents. All respondents indicated that in order for a destination to be considered safe,
it must be designated as such by the World Health Organization. A survey by the National Business Travel Association and the Institute
of Business Travel Management reported base fares for business travellers in the U.S. (excluding taxes) increased 10.4 per cent from 1989
to 2002, while fares for all other travellers increased only 2.4 per cent. When taxes were included, base fares for business travellers
jumped 16 per cent from 1989 to 2002. During this period, air travel taxes in the U.S. also increased 90 per cent.

Leisure Travellers

Since the World Health Organization (WHO) removed its travel advisory for Toronto, domestic leisure travel appears once again to be
poised for a rebound. According to an Expedia.ca poll conducted in early May by Ipsos-Reid, 58 per cent of Canadians are planning a
vacation this summer, and the vast majority of those taking trips (77%) will stay in Canada for their holiday. Forty-four per cent of
Canadian travellers will vacation in a different province, while 35 per cent will take their trips within their own province.

The outlook for American trips to Canada remains cautiously optimistic. According to an updated Ipsos-Reid survey conducted for the
Canadian Tourism Commission (CTC), the number of American travellers likely to choose Canada as a destination increased from
22 per cent in the middle of April to 28 per cent by the end of April. In fact, although their awareness of SARS increased substantially,
58 per cent of Americans said that they were no less likely to consider a leisure trip to Canada than they were six months ago. A further
15 per cent were more likely to consider a trip. Reasons for choosing Canadian trips included a decreased interest in European
destinations, the desire to stay closer to home and the perception of Canada as a safe place to visit.

Another CTC survey, conducted in April by IBM Business Consulting Services, showed that 74 per cent of Americans expect to take an
overnight trip in the next 12 months, only slightly fewer than a month earlier (76%). Approximately 11 per cent of these travellers plan
to visit Canada in the next year, and of these travellers, 8 per cent expect to take their trip in the next 6 months. Recent events, such as
the war in Iraq and SARS prompted very few trip cancellations or postponements.
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The CTC/IBM survey also indicated that friendliness towards Americans and safe destinations were ranked as top priorities for
American travellers. Absence of health concerns as well as good deals were also considered important. Although Canada's ratings in
health and safety have fallen since the WHO travel advisory, they still scored well overall.

According to a new Harris Poll, almost all Americans believe that travelling outside of the U.S. is riskier than before 9/11, and 25 per cent
believe that the risk is now much worse. However, only 17 per cent of those polled indicated that the war in Iraq or the possibility of
terrorism have affected their travel plans for the rest of the year.

The Travel Industry Association of America's (TIA) Summer Travel Forecast confirmed recent leisure travel trends, as Americans
maintain their preference of taking short getaways by car. Overall, American leisure travel is expected to begin slowly this summer, but
should increase by 2.5 per cent by the end of the season, compared with 2002. According to the TIA, the sluggish U.S. economy
continues to have a greater impact on American travel plans than world events such as SARS and the war in Iraq.

The TIA Travel Sentiment Index was down only slightly for the second quarter of 2003, with an overall index of 95.7, compared with
97.1 in the first quarter 2003. Consumers continue to be very concerned about having enough time and money to travel, but their
perception of the affordability of pleasure trips is up 4.8 per cent from the last quarter.

Travel-supplier Overview - Canada and the United States

Airlines - Canada

Air Canada announced that it will cut capacity 17 per cent in June, July and perhaps into August in response to the downturn in traffic
caused by SARS. They also announced that air capacity on Tango will be cut by 40 per cent during July and August. While the WHO
dropped Toronto from its list of SARS-affected areas, Air Canada noted it has yet to experience traffic recovery. In May, Air Canada
reported traffic on Asian routes was down almost 60 per cent and forward bookings for May - July were down 20 to 25 per cent
compared with a year earlier.

Air Canada, which is operating under bankruptcy protection, announced that it must slash a total of $2.4 billion from its annual
operating costs, including $770 million from labour/management costs. During the first quarter of 2003, Air Canada noted its average
operating loss (preliminary results) amounted to just under $4 million per day. Air Canada expects to have its restructuring plan
completed by July 31. In May, Air Canada announced a new, more flexible fare structure to help the airline compete against low-cost
carriers such as WestJet.

Meanwhile, WestJet reported a profit of $778,000 for the first quarter of 2003. This was down from $7.1 million for the same period a
year earlier. Westjet attributed its lower yields to increasing fuel prices, to the hostilities in Iraq as well as taxes and fees levied on air
travel. Still, WestJet's results mark the 25th quarter in which it has recorded a profit.

Transat A.T. announced the layoff of 500 employees as well as capacity cuts of 15 per cent for the summer of 2003. Transat A.T. noted
European summer bookings to Canada were down 20 per cent in May compared with a year earlier. Meanwhile, charter airline
Skyservice reported the layoff of 120 of its employees, or approximately 10 per cent of its workforce.

For the month of April, Jetsgo reported a 72.6 per cent load factor, down from 73.6 per cent in March. Meanwhile, Westjet reported a
load factor of 65.6 per cent for April, compared with 72.1 per cent a year earlier. Westjet flew 330.7 million RPMs in April of this year,
up 40 per cent from April 2002 but this is still its smallest yearly increase in at least three years.
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Airlines - U.S.

Air capacity, revenue and passenger traffic all continued to fall during the month of April as the major airlines in the U.S. struggled to
adjust to the effects of the war in Iraq and SARS. However, by the end of April, signs of modest improvement were evident as systemwide
domestic traffic posted its first year-over-year improvement since February 7.

According to the Air Transport Association (ATA) systemwide airline traffic increased for the week ending April 27 compared with the
previous week, but remained 2.1 per cent lower than in 2002. Traffic on Atlantic routes for the week ending April 27 was down
14.8 per cent compared with a year earlier but this was an improvement from a 25.8 per cent decline the previous week. Pacific traffic
suffered the most because of the SARS outbreak. For the month of April, the ATA reported Revenue Passenger Miles fell 6.9 per cent
compared with a year earlier.

In May, American Airlines was successful in its efforts to raise the average price of a one-way domestic ticket by US$ 5 (CDN$ 6.84). All
six major airlines as well as four low-cost carriers soon matched this increase. Falling demand because of the war in Iraq and the spread
of SARS had made it difficult for the airlines to increase fares.

American Airlines also announced in May, that beginning in July, 3,123 flight attendants would be laid off. With agreements from all
three of its labour unions, American Airlines has avoided filing for bankruptcy.

The Transportation Security Administration (TSA) distributed US$ 2.3 billion (CDN$ 3.1 billion) to 66 U.S. carriers as reimbursement
for security-related expenses. The payments were proportional to the total amount carriers have paid in security fees to the TSA since
February 2002.

First quarter results remained generally negative. Airlines cited a struggling economy, the war in Iraq, the outbreak of SARS, higher fuel
prices (compared with a year earlier) and fares at 30-year lows as contributing factors to this impasse. United Airlines, which filed for
bankruptcy in December, recorded the largest loss of all major U.S. air carriers while low-cost carriers continued to post profits. During
the first quarter, Southwest posted its 48th consecutive quarterly profit, attributed in part to hedging 100 per cent of its first quarter fuel
requirements.

Table 1. Net Income

Airline
Net Income (Loss) 
Q1 2003 (in U.S. $)

Net Income (Loss)
Q1 2002 (in U.S. $)

America West -$ 62 million -$ 274 million

American Airlines -$ 1.04 billion -$ 1.56 billion

ATA Airlines -$ 11 million +$ 2 million
Mesa Air Group 
(results for 2nd quarter
ended 31 March)

+$12 million +$ 5 million

Southwest Airlines +$ 24.0 million +$ 21 million

United Airlines -$ 1.3 billion -$ 510 million

US Airways -$ 282 million -$ 435 million
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Table 2. Airline Revenue per Available Passenger Mile (RPM) and Capacity 

Hotels - Canada

According to HVS International, by the beginning of May, over one-third of the 95,000 tourism industry workers in Toronto, including
many hotel workers, were laid off because of the impact of SARS. As well, at least five major city-wide conventions were cancelled with
a loss of over 20,000 attendees. Downtown hotels experienced last-minute group, leisure and corporate cancellations that amounted to
a  loss of hundreds of thousands of dollars.

Pannel Kerr Forster Consulting Inc. (PKF) reported that the average daily room rate for Canadian hotels in March increased 0.6 per cent
to $108.97 compared with the same month a year earlier. The most significant provincial average daily room rate increases were
experienced in the Yukon (up 12.2%), Saskatchewan (up 9.0%) and Nova Scotia (up 7.9%). During this time, the occupancy rate
declined 1.0 per cent to 56.7 per cent on a national level. As a result, RevPAR decreased 1.1 per cent to $61.74.

Four Seasons and CHIP REIT both announced losses for the first quarter of 2003. Four Seasons attributed these results to foreign
exchange losses and unusual legal and other enforcement costs, in addition to a weak global economic environment.

Table 3. Hotel RevPAR and Net Income Q1

Hotels - U.S.

In the first quarter of 2003, most U.S. lodging brands saw their profits plummet. According to Smith Travel Research, U.S. occupancy
rates also suffered during the first quarter of 2003 by declining 1.1 per cent compared with a year earlier. Similarly, revenue per available
room (RevPAR) decreased 1.6 per cent during the same period.

First quarter earnings in 2003 were generally negative. Some hotels, such as Starwood Hotels & Resorts noted that the first quarter is
generally their weakest quarter and worldwide events such as the war in Iraq and SARS only served to increase the normal challenges
experienced during this period. In addition, many noted that while occupancy levels may have been maintained, room rates continued
to decrease. However, with the end of the war in Iraq, some recovery in forward bookings is expected.

Company
Revenue per available room

(RevPAR), Q1 2003 vs. Q1 2003
Net Income (Loss)

Q1 2003 
Net Income (Loss)

Q1 2002 

CHIP REIT +1.5% -$ 2.4 million -$ 1.4 million

Four Seasons Hotels Inc. -1.1% -$ 9.3 million +$ 7.7 million

Airline
RPM; April 2003 

vs. April 2002 
Capacity;April 2003 

vs. April 2002 

American Airlines -4.8% -6.5%

Continental Airlines -8.4% -7.0%

Delta Air Lines -11.2% -10.4%

JetBlue Airways +80.8% +80.4%

Northwest Airlines -13.1% -7.8%

Southwest Airlines +5.5% +5.0%

United Airlines -13.4% -12.6%

US Airways -13.5% -13.2%
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Table 4. Hotel RevPAR and net income 

TravelCLICK released its 2002 eTRAK report that stated that total Internet reservations received at central reservations offices for
33 major U.S. chains grew by 75 per cent in 2002 compared with 2001. TravelCLICK stated the increase was driven primarily by the
brands' own websites. Overall, electronic booking channels accounted for 58 per cent of all reservations, while reservations made by
telephone accounted for 42 per cent.

Travel Agents

IATA's Bank Settlement Plan (BSP), the system of tracking airline tickets sold through Canadian travel agencies, reported that the
average cost of domestic air travel for Canadians declined 12 per cent in April compared with a year earlier. It was also reported that the
average cost of international travel to non-U.S. destinations fell 13 per cent, while average airfares to the U.S. experienced an 8 per cent
decline.

In the U.S., the Airline Reporting Corporation (ARC) reported total sales by travel agencies in March were 14 per cent below March
2002 results. The Air Transport Association (ATA) reported that the average domestic (U.S.) airfare paid in March dropped 3.9 per cent
compared with last year. Meanwhile, international airfares declined slightly by 0.6 per cent.

Expedia Inc. reported that it quadrupled its first quarterly earnings to US$ 26.9 million (CDN$ 36.7 million), up from US$ 6.6 million
(CDN$ 9.0 million) last year. Gross bookings during this period increased 63 per cent to US$ 1.8 billion (CDN$ 2.5 billion).

American Express' retail travel sales agency reported sales declined by 1 per cent during the first quarter of 2003 compared with a year
earlier to US$ 3.7 billion (CDN$ 5.1 billion). However, its commission and fee revenue grew by nearly 4 per cent to US$ 340 million
(CDN$ 463.9 million).

Hotel
Revenue per available room

(RevPAR), Q1 2003 vs. Q1 2002
Net Income (Loss)
Q1 2003 (in U.S. $)

Net Income (Loss)
Q1 2002 (in U.S. $)

FelCor Lodging Trust -5.3% -$21.1 million -$6.1 million
Hilton Hotels Corp. -2.2% +$9.0 million +$34.0 million
Host Marriott -5.5% -$43.0 million -$8.0 million
Interstate Hotels -2.1% +$4.4 million -0.1 million
Jameson Inns, Inc. +1.0% -$2.3 million -$2.8 million

Marriott International
-4.1% (U.S. properties)
+6.8% (International)

+$116.0 million +$82.0 million

Prime Hospitality -7.1% -$6.6 million +$0.8 million
Starwood Hotels -1.7% -$116.0 million +$32.0 million
WestCoast Hospitality -5.1% -$1.8 million +1.1 million
Wyndham International -2.0% -$107.4 million -$343.2 million
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International Overview - Overseas 

United Kingdom and Ireland

The number of travellers using low-cost carriers continued to increase in April, compared with a year earlier. However, EasyJet reported
that passenger yields, that is the price it charges, was under pressure and as a result the carrier was forced to cut ticket prices by an
average of 10.7 per cent. EasyJet reported a first half year loss up to March of £46.9 million (CDN$ 103.8 million) compared with a
profit of £0.8 million (CDN$ 1.8 million) for the same period a year ago.

British Airways posted a pre-tax profit of £135 million (CDN$ 298 million) for the fiscal year ended March 31, 2003, despite losing £200
million (CDN$ 442 million) in the fourth quarter. British Airways attributed its results to the success of its streamlining and cost-cutting
programs. However, British Airways noted that its cost cutting must continue. During April, British Airways reported a sharp fall in
premium traffic and a 27 per cent drop in the number of passengers flying its Asia Pacific routes compared with a year earlier. British
Airways also noted that forward bookings remain weak.

Table 5. Percentage change in passenger numbers 

First Choice tour operator reported an increase in summer bookings, mainly because of booking postponements resulting from the war
in Iraq. However, it does not expect that the increase in bookings will be enough to raise its financial expectations. U.K. tour operator
Thomson also reported increased bookings owing to the end of hostilities and the fact that people feel safer about flying.

According to the Australian Tourist Commission's latest U.K. Market Report, new bookings were very slow during April as a result of
the negative impact SARS had on tour operators. However, after Easter there were some signs of recovery resulting from airline seat sales.

In May, Hitwise reported traffic to travel websites in the U.K. bounced back to the start of 2003 levels after a sharp decline resulting from
the war in Iraq and Severe Acute Respiratory Syndrome (SARS) travel warnings. At the beginning of the year, traffic to travel sites peaked
at 3.5 per cent of all visits made on the Internet. During the last week of April and the beginning of May, traffic had recovered and
reached 2.95 per cent of all Internet visits, an increase of 17 per cent from March 22.

France

Despite a hefty fourth-quarter loss of EUR 98 million (CDN$ 154.7 million), Air France posted a net profit of EUR 120 million
(CDN$ 189.5 million) for its fiscal year ended March 31, 2003. While its net profit for 2002/2003 was down 21.6 per cent from a year
earlier, this still represents Air France's sixth consecutive profitable year.

Air France reported passenger traffic dropped 8.4 per cent in April compared with a year earlier, the largest drop since October 2001.
Air France attributed the drop to the war in Iraq and fears about SARS. Traffic on Asian routes plunged 30 per cent during this period.
Air France noted that bookings started to improve over the last few days of April.

According to the Canadian Tourism Commission's foreign office in France, coverage of the travel advisory to Toronto was widespread
and prompted some tour operators to divert or consider diverting tours around Toronto. Significant cancellations and a lack of new
bookings were also reported during the period that the Toronto travel advisory was in place. However, after the World Health
Organization travel ban was lifted, tour operators reverted to travelling to and through Toronto.

Carrier April 2003 vs. April 2002
British Airways -2.0%

EasyJet +34%

Ryanair +34%
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According to the Australian Tourist Commission's latest France Market Report and the French Travel Agents Association, bookings were
very slow in March and only slightly better in April. In addition, forward bookings for June and August remain very low and domestic
destinations are preferred over international destinations.

Accor reported its hotel revenues declined 2.9 per cent during the first quarter of 2003 compared with 2002. While revenues for its
business and leisure hotels increased 1.4 per cent during this period, economy hotels in the U.S. reported revenue decreases of
3.4 per cent.

Germany

Lufthansa posted a first quarter loss of EUR 415 million (CDN$ 655.2 million) for the first quarter of 2003 compared with a profit of
EUR 12 million (CDN$ 19.0 million) for the same period a year earlier. A worldwide decline in the demand for air travel was attributed
to the continuing weak economy, and the effects of the Iraq war and SARS. While Lufthansa reported that passenger traffic rose
3.3 per cent to 3.7 million in March, compared with a year earlier, this growth rate was less than rates achieved in previous months.

As well as weak first quarter results and an anticipated 20 per cent drop in passenger revenue during April and continuing slow traffic
in May, Lufthansa also announced that it would immediately park an additional 15 aircraft and cut work hours for ground staff. These
measures were due in part to reductions in demand of up to 85 per cent on some Asian routes. Lufthansa also attributed EUR 55 million
(CDN$ 86.8 million) a week in lost revenue to concerns regarding SARS and a weak economic environment.

For the week of April 21, Start Amadeus announced that bookings, which had been adjusted for the Easter holidays for European travel
companies in Germany such as TUI AG and Deutsche Lufthansa AG, reached equivalent levels to those of 2002. This volume also
represented the highest level since the beginning of 2003.

The Canadian Tourism Commission's foreign office in Germany reported that while the WHO recommendations to postpone travel to
Toronto meant that the willingness to book travel to Canada was slow, the lifting of the ban opened an opportunity to sell packages to
Canada for the 2003 summer and fall seasons.

According to the German travel and tourism magazine FVW and Ulysses Management, Internet leisure travel sales soared to
EUR 3 billion (CDN$ 4.7 billion) in 2002 compared with EUR 2.1 billion (CDN$ 3.3 billion) in 2001. In 2002, leisure travel sales
represented 9 per cent of the total Internet market.

Italy

Alitalia nearly doubled its first quarter loss before tax and extraordinary items to EUR 198 million (CDN 312.5 million) from
EUR 103 million (CDN$ 162.6 million) a year earlier. During this period, revenue fell 4.7 per cent compared with 2002 as a result of a
fare strategy adopted by Alitalia. Overall group traffic managed to increase by a marginal 0.2 per cent during the same period.

The Australian Tourist Commission reported in its latest Italy Market Report that although the propensity to spend on travel is still high,
Italians continue to prefer to stay home because of lingering concerns about SARS. Summer bookings (July - August) are slow, in
comparison to October and later fall bookings.

The Canadian Tourism Commission's foreign office in Italy reported that the World Health Organization's travel advisory had a very
negative effect on travel from Italy, partly because the Italian Ministry of Health included Toronto on the list of places where it
discouraged non-essential travel. As a result, in early May tour operators reported bookings were down 70 to 80 per cent compared with
last year. This drop was witnessed even in unaffected Canadian destinations such as Montreal.

According to the Association of Italian Tour Operators, the number of bookings increased 20 per cent in April compared with a year
earlier. However, during this time, bookings to Asian countries experienced a decrease of 55 per cent.
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The Netherlands

KLM posted a record loss of EUR 416 million (CDN$ 565.8 million) for the year ended March 31, 2003 compared with EUR 156 million
(CDN$ 246.3 million) for the same period a year earlier. KLM attributed the results to a combination of slow economic global growth
and travellers' fears of the war in Iraq and SARS.

KLM also announced passenger traffic fell 7 per cent in April as traffic on its Asia/Pacific routes shrunk 24 per cent. In response, the
airline reduced overall air capacity by 8 per cent, compared with last year, primarily through frequency reductions in Europe and to
flight cancellations in the Middle East.

The Canadian Tourism Commission's foreign office in the Netherlands reported that the Dutch Association of Travel Agents issued a
travel advisory for Toronto up to and including May 5th. Despite this, tour operator bookings to Canada remained ahead of last year
because of strong sales at the beginning of 2003. The CTC also noted that Dutch consumers tend to react very favourably towards special
price and last minute marketing campaigns.

Japan

All Nippon Airways reported a net loss for the fiscal year ended March 31, 2003 of 17 billion yen (CDN$ 200 million) compared with a
loss of 12.87 billion yen (CDN$ 151.5 million) the previous year. All Nippon Airways expects passenger traffic for the month of April
to be down by approximately 30 per cent compared with a year earlier, as a result of the SARS epidemic.

Japan Airlines System Corporation reported a 11.65 billion yen (CDN$ 134.2 million) group net profit for the fiscal year ended March
31, 2003. This is up significantly from a net loss of 35.7 billion yen (CDN$ 412.9 million) during the previous fiscal year. Unfortunately,
the war in Iraq and SARS will impact negatively on its current fiscal year results. As a result, at the end of April, Japan Airlines System
Corporation announced further cuts to its international capacity, especially on its Asian routes. Overall, it plans to reduce capacity by
approximately 20 per cent in May, compared to the previous year. The corporation also stated that domestic airfares would rise by
11 per cent in July.

According to Japan Today, the number of people flying abroad during the Golden Week holiday period (April 25 - May 5) fell by
47 per cent, compared with last year, to approximately 140,000. This represented the lowest level of outbound traffic during Golden
Week in fifteen years. Meanwhile, domestic air travel dropped only slightly during the same period.

The Ministry of Land, Infrastructure and Transport recently reported the value of overseas tours arranged by 50 leading Japanese travel
agencies in March fell 12.1 per cent to 152 billion yen (CDN$ 1.8 billion), compared to the previous year. This was the first decline since
last August.

The Canadian Tourism Commission's foreign office in Japan reported that the downgraded travel advisory for Toronto from 2 to 1
meant major tour operators resumed their programs to Toronto, though Japanese travellers still prefer to remain within the country.

Korea

Korean Air (KAL) announced that for first three months of 2003, its passenger load factor fell 6.7 per cent to 67.5 per cent while traffic
increased 2.9 per cent. For the month of April, international passenger load factor posted a decrease of 14 per cent to 59 per cent
compared with the same month a year earlier. At the beginning of May, forward bookings for the month were down approximately
30 per cent compared with a year earlier. As a result, Korean Air asked certain workers to accept voluntary retirement.

Asiana Airlines reported its load factor fell 19 per cent to 57 per cent during April compared to the previous year. For May, overall
bookings were only down 4.7 per cent compared to the previous year, but reservations on China-bound routes were down 25 per cent.
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The Canadian Tourism Commission's foreign office in Korea reported Korean travellers' "wait-and-see" attitude  prevails. As a result,
major tour wholesalers reported bookings to Canada dropped 30 per cent in April, though a rebound is expected mid-May, a month
with several national holidays.

The Australian Tourist Commission (ATC) reported in its latest Market Report for Korea that Korean departures for February increased
21 per cent compared with 2002. However, March departures decreased 5 per cent, the first decline in departures in 17 months.

Hong Kong

In May, Cathay Pacific announced its daily passenger numbers were down approximately 75 per cent to 7,000 per day compared with
the same time last year because of the impact of SARS. For the month of April, Cathay Pacific reported its passenger numbers decreased
65.7 per cent and its load factor dropped 40 per cent compared with the same month a year earlier. As a result, Cathay Pacific asked its
employees to take unpaid leave and cut its recommended dividend in half for the year ended December 31, 2003.

The Australian Tourist Commission (ATC) reported in its latest Market Report for Hong Kong that international outbound departures
from Hong Kong to all regions dropped substantially in March compared to the previous year. The U.S. was among the hardest hit,
experiencing a drop of 37 per cent in the number of departures compared with a year ago. The Hong Kong Tourism Authority recorded
a growth of 2.6 per cent for total outbound departures for the months of January and February compared with last year.

The government of Hong Kong announced a HK$11.87 billion (CDN$ 2.1 billion) economic aid program in late April to help tourism
and other businesses affected by the SARS outbreak. The program includes HK$3.5 billion (CDN$ 612 million) in loan guarantees for
businesses to pay their staff and HK$1 billion (CDN$ 175 million) for a post-SARS publicity campaign.

Taiwan

Both China Airways and EVA Airways reported net profits for the first quarter of 2003. China Airways posted a net profit of
NT$ 456.9 million (CDN$ 18 million) for the first quarter ended March 31, 2003, down nearly 50 per cent compared with a year earlier.
Company officials cited higher oil prices before the start of the war in Iraq as a main factor in its financial results. For the same period,
EVA Airways posted a profit of NT$ 406.6 million (CDN$ 16 million), down 14.1 per cent from first quarter 2002. However, losses are
expected for the second quarter of 2003 as a result of SARS' impact on the airline's operations.

According to the Canadian Tourism Commission's foreign office in Taiwan, outbound travel for the month of May is expected to be
down substantially from last year as most group bookings were cancelled and business travel decreased because of a reluctance to travel
to SARS-affected areas (including Toronto). As in other markets worldwide, domestic travel is rising in popularity, especially for
weekend trips.

The Australian Tourist Commission's latest Market Report for Taiwan reported total outbound trips in March registered a decrease of
22 per cent compared with the same period a year earlier. For the first three months of 2003, total outbound travel declined 8 per cent.

Australia

In May, Qantas announced that its profit outlook deteriorated as the impact of SARS increased. As a result, Qantas was forced to further
downgrade its expected earnings for 2002-03. The worsening situation also forced Qantas to widen its range of cost-cutting measures.

Meanwhile, Virgin Blue, Australia's second largest airline, announced in early May that SARS has had no impact on the low-cost carrier.
It reported a pretax profit for its fiscal year ended March 31, 2003 of AUS$ 158 million (CDN$ 140.8 million) compared with
AUS$ 47 million (CDN$ 41.9 million) last year. Virgin Blue cited the booming local demand as offsetting the decline in inbound traffic.
Further, Virgin Blue remains on track to launch its international services by the end of the year.
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The Canadian Tourism Commission's foreign office in Australia reported that long-haul outbound travel seems to be taking a turn for
the better, spurred by heavily discounted airfares. Fortunately, Canada's SARS connection appears to have faded from the media
spotlight. Although many European tours have been cancelled, some clients have rebooked their trips, choosing Canada as an alternative
destination.

New Zealand

Air New Zealand (ANZ) announced that the effects of the SARS outbreak has forced the airline to reduce its full-year profit forecast by
NZ$ 30 million (CDN$ 23.9 million). ANZ anticipates a profit of NZ $200 million (CDN$ 159.4 million) for the fiscal year ending June
30 but may further downgrade its earnings forecast if bookings continue to drop. ANZ also announced further capacity cuts of
2 per cent across its international network for July, August and September.

The Canadian Tourism Commission's foreign office in New Zealand reported that tour sales to countries not affected by SARS is steady,
but bookings to Canada continue to be slow. However, travel agents believe that bookings will pick up once the concerns related to SARS
fade away.

The Australian Tourist Commission's latest Market Report for New Zealand  revealed that outbound bookings continue to fall, although
wholesalers and airlines are not receiving any cancellations. Many travellers are reluctant to finalize their holiday plans, and show a
strong preference for destinations described  as "safe options".

Economic Overview

North America

Economic recovery was eagerly anticipated at the end of the war in Iraq. Evidence of this recovery has yet to materialize. Apart from a
nearly 20 point gain in U.S. consumer confidence-the largest increase in confidence since the end of the 1991 Gulf war-there has not
been any clear support of an economic recovery in the core economic indicators such as employment or business investment. It now
appears that more and more analysts believe that the U.S. Federal Reserve may reduce interest rates because of a slower economy and
concerns about deflation.

With retail sales slowing and unemployment rising, there are signs that the Canadian economy is also slowing. In April, the annual rate
of inflation -measured by the consumer price index- slowed to 3 per cent -its lowest level in seven months. Prior to the release of April's
consumer price index, the consensus was that the Bank of Canada would continue to raise interest rates. With a current weaker-than-
expected economy and slower inflation in the US, no change in monetary policy is expected. The relative strength of the Canadian
economy compared to that of the U.S. along with higher Canadian interest rates led to a recent surge in the Canadian dollar.

Europe

European economies have gone from bad to worse. Unlike the U.S., consumer confidence fell in France. According to the Financial
Times, the storm gathering over Germany and the eurozone economy has finally broken. Germany's 0.2 per cent contraction in the first
quarter, combined with negative growth in Italy and the Netherlands, squeezed the eurozone down to zero growth. The fall in consumer
as well as business confidence along with rising unemployment is undermining domestic spending on services, the currency union's last
source of strength. To exacerbate matters, the euro hit a 34-month high, impacting negatively on exports. The U.K. economy is now also
showing signs of weakness. The trade-weighted value of the pound has fallen by 6 per cent so far this year. According to the Financial
Times, the markets have started to question the underlying health of the British economy even though it has coped with the global
slowdown more successfully than the euro area. The depreciation brings inflation pressures and increases the likelihood of interest rate
increases, which will put downward pressure on consumer spending in the U.K. In the first quarter of 2003, household spending in the
U.K. grew at its slowest pace in over ten years.
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Asia-Pacific

SARS continues to dominate the outlook for Asian economies. As a result, domestic demand, which was the growth driver in 2002, is
now diminishing in SARS-afflicted countries. Weaker economic growth in Asia, Europe and the U.S. is detrimental to Japanese exports,
which were the driving force of much of its economic growth in 2002. The Australian economy is the bright spot in the Asia-Pacific
region. An improvement in commodity prices and an abatement of the country's severe drought will contribute to Australia's relatively
strong economic performance this year.

Opportunities

The combination of strong travel intentions and late booking patterns suggests that many opportunities to influence the decisions of
American summer travellers still exist. In the fairly recent War Impact Survey conducted by the Travel Industry Association of America
(TIA), American travel intentions remain high, yet nearly half of the respondents intending to travel have not yet finalized their plans.
In fact, the Canadian Tourism Commission's (CTC) foreign office in the U.S. reports that many travellers are booking their trips as little
as 1 to 3 weeks in advance.

According to a recent survey by Travelocity, bargains were the top priority for travellers in choosing vacation destinations, and the
common perception is that short-term bookings will garner the best deals. More than 45 per cent of respondents would switch their
chosen destination if a less expensive alternative were offered. The largest group of respondents (38.5%) believed that booking their
airfare one to three months before departure would get them the best price, and almost half (49%) believed that the best hotel rates
come from booking 15 to 60 days in advance. The majority of travellers (51%) believed that they would save money by booking each
travel service separately.

Even with the recent popularity of the Internet for travel bookings, one of the best ways to reach potential travellers is still the low-tech
way-direct mail. According to the Direct Mail Information Service (DMIS) in the U. K., nine out of ten customers will open an item of
direct mail from a travel company with one fourth of the recipients actually proceeding on to make a booking.

Summary

Unmistakably, the SARS outbreak in Toronto has tarnished Canada's overall image. While the industry remains hopeful that it has
turned the corner, salvaging the summer not only requires a quick solution to the SARS outbreak but also greater co-operation among
key tourism stakeholders. The growing trend towards later bookings suggests that travel suppliers still have the opportunity to influence
the decisions of many potential travellers, particularly those from Canada and the U.S.

The chance to refocus and consolidate the efforts of the industry may perhaps be the silver lining to the recent setbacks. It will also
represent an excellent opportunity for the tourism industry to collectively look for ways of stimulating demand rather than the incessant
challenge of stealing market share. As New York City demonstrated after September 11, the best way to emerge from the shadow of
adversity is to meet the challenge head-on and collectively find ways to achieve growth.

While government funding from all levels will help, the most effective way for the industry to rebound will involve quick, decisive action
and industry-wide partnerships. Hopefully, the lessons learned over the past 20 months will provide Canada's tourism industry with the
strategies to rebound from the current downturn and to weather future storms.

For additional research information, please see www.canadatourism.com
If you require additional copies, please quote #C50233E and e-mail the CTC Distribution Centre at:

distribution@ctc-cct.ca.


