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Survey Methodology

Why the Cruise Pulse ™ Survey? Travel agents are
an extremely important front line constituent in the
cruise industry revenue pipeline - they represent
approximately 87% of all cruises booked.” Without
their input, it would be impossible to "take the pulse”
of what is actually occurring in the industry. Bookings
are no longer the domain of second hand word-of-
mouth, but rather forward looking quantifiable
research.

The results? If you need to know:

How booking trends are progressing during the
important wave season

How discounting and cancellations are trending
How these trends will impact earnings

What sectors are hot

How travel agents are feeling

This is the first edition in a series of six panel surveys
of travel agents who book cruises. Three surveys will
be completed during wave season (January - March)

which accounts for up to 35% of all cruises in a year.

The remaining three surveys will be conducted during
the subsequent quarters to spot emerging trends and
changes in consumer behavior.

Data was gathered from January 24 to
January 30, 2009.

A total of 330 travel agents from around the world
responded. Survey data is weighted to accurately
represent cruise bookings by geography and agents
monthly cruise booking volume.

The margin of error for the survey is +/- 5.3%.

CRUISE 3



Prologue

During the height of the economic boom, a full
10% of consumption in the United States was
generated from accessing home equity through
refinancing.* This in turn fueled spending on
luxury goods and services.

Subsequently, during this unprecedented
economic crisis, not only has that spending been
taken away but also spending from an
increasing number of employees who have lost
their jobs. All lost sources of revenue for travel
and vacations.

Among those with the ability to spend,
heightened fear for their jobs and the feeling of
significant wealth loss from dramatic declines in
home values and stock portfolios has
contributed to strong consumer fear and
cutbacks in spending.

CRUISE

In this environment the motto is “stay alive until
2011 and you will be in heaven.” For cruise
lines with the economy of scale to support deep
and prolonged price discounts as well as heavy
marketing there will be the opportunity to come
out with less competition and hence in a
stronger long-term position.

Optimistically, due to the cruise value
proposition relative to other vacation options,
there is evidence of growing market share for
cruise within the total travel market. While
revenues will be down, there will still be more
passengers carried in 2009. Anecdotal evidence
suggests a portion of this growth is from
increasing frequency of former cruisers who are
taking advantage of bargain prices.



Cruise Booking and Pricing Trends

. Over the last 30 days, close in cruise bookings (those for . Over the last 30 days, advance cruise bookings (those for
departure in the next 3 months) have increased or decreased departure 4 months or further out) have increased or decreased
compared to: compared to:

January % Change in Cruise Bogkings - Close In January % Change in Cruise Bookings - Advanced
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Cruise Booking and Pricing Trends

. Over the last 30 days, cruise cancellations have increased or .

decreased compared to: decreased compared to the same time last year:

January % Change in Cruise Bookings - Cancelations January Change in Price Discounting

Over the last 30 days, has price discounting of cruises increased or
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Travel Agent Optimism

#
$ %

Looking out 12 months from now, are you optimistic or
pessimistic cruise bookings will increase compared to how they

Index

are now?
Travel Agent Optimism Index
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Cruise Segments “Hot or Not”?

%

Right now, how would you rate consumer interest in the following
cruise segments?

Cruise Segment

Luxury
1.8

Premium M

2.3
Contemporary w
2.5

Not So Hot Lukewarm Heating Up
1 2 3

Hot

% )

Right now, how would you rate consumer interest in the following
cruise regions?

Cruise Region

Caribbean M
2.6
Alaska M
23
Europe m
2.3
South Pacific ey «
1.7
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2009 Earnings Impact
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Travel Agent Feedback

“Cruise commissions decline and extra charges
decline commissions further. Clients wait for last
minute bookings for better prices.”

“Groups shopping price. | am noticing that even
with the best prices in a long time, people are
reluctant to buy.”

“With the current heavy discounts, passengers
want to wait until last minute to book, as they
believe fares will be lower. To me, it is essential
that cruise lines revise their policies and, if need
to lower fares last-minutes, be ready to refund
difference or give shipboard credit to passengers
who booked earlier. Essential for clients
confidence in this economy. If we could
guarantee this new policy to clients, they
WOULD book earlier.”

“How are you overcoming the objections of
people who might have cruised somewhat
regularly but are not as responsive to
information about cruises and special offers as
they usually are...”

“We are savvy marketers and group event
planners - business is bad! No interest being
shown whatsoever. All inclusive packages, much
more interest. People want to know that when
they pay their $1,500 they won't have to shell
out more at destination.

“Going through customer base and emailing
about how low fares are to Alaska and Europe
right now has helped. Sometimes consumers
need good news like this when other areas of
their financial area are waning.”
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Summary of Findings

Unlike previous economic downturns, the cruise
industry is not immune to this financial
recession.

Bookings are holding pretty stable compared to
last season, but this is at the expense of profit
margins.

This will significantly impact gross
revenues by an estimated —9%.

Given the added passenger capacity
coming online in 2009, total worldwide
passengers carried is still expected to
grow 2.6%.

Based on this growth, and signs other
forms of vacationing are declining, there is
evidence cruise lines are successfully
growing their overall share of the travel
market (both by getting former cruisers to
take another cruise and to a lesser degree
new cruisers). Cruise lines need to find
ways of acquiring new customers because
increasing frequency among current ones
with discounts will have its limits.

Not all cruise lines are alike. Those with more
ships have economies of scale to advertise,
market and discount. Those that survive until
2011 will face less competition, increased share
of the cruise market and a growing share of the
travel market.

Right now the contemporary segment, all
inclusive travel and shorter durations are
enjoying the most consumer interest. It also
follows that closer-to-home ports of call will
continue to be a trend.

Obviously, international growth markets, such as
China and Australia will see growth — but not
nearly enough to offset deep price discounting in
the larger North American and European
markets.
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Demographic Overview

. In order to evaluate geographic representation of the results, . In a typical month, what is the total number of cruise tickets you
please provide your country of primary residence. book?
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Want to Learn More?

For more information, to arrange an appointment to
discuss this research or find out about adding
guestions of your own, please contact:

Ryan Wabhlstrom

Cruise Market Watch
Founder & Publisher

(305) 467 —3254
RyanWahlstrom@gmail.com

Refer to to learn about my
background and credentials.

About Cruise Market Watch

Cruise Market Watch covers cruise industry
marketing, technology and research from its website

You will find:

Current cruise line market share
Forward looking revenue estimates
Passenger capacity

Projected cruise industry growth to 2011

Overviews of the consumer marketplace, cruise
advertising campaigns and social media usage
Proprietary Cruise Search Index, CruisePulse™
and Brand Buzz

My ideas blog (covering cruise news, trends and
online developments from a marketing
perspective)

Cruise Market Watch has also partnered with
mPlugged on development of mobile smart
phone cruise applications.
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