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Expedia latest results

* Growth in all operating measures at the
Expedia group that we track declined in
2005 — some by a substantial amount.

Growth at the principal brand — Expe-
dia itself — was almost unchanged —23%
in 2005 compared with 25% in 2004, see
table. But results at the other brands in-
dicate that the company may need to re-
think its business plan.

At Hotels.com, the second-largest
brand in the group, growth was 7% in
2005 — a rate that, for an internet company, is
almost the same as zero.

And although the percentage growth
at the other brands looks an impressive
33%, it is down on 1200% growth in 2004;
in dollar terms, that 33% represented
US$400mn.

e Shock for the first quarter this year.
Or, rather, the company is shocked — Bar-
ry Diller, head of Expedia, “anticipated
negative growth in the first half of 2006
[but] our performance this quarter was
far below those expectations”.

But results do not seem that bad — from
an operating rather than financial view-
point. Gross bookings increased 14%,
even revenue managed 2% growth, al-
though most others fell. And operating
profit was down 60%.

The company says it increased costs in
some sectors, but revenue did not hap-
pen as expected. In fact, it seems that
competition was the real reason. Expedia,
even if it is the biggest OTA (online travel
agency) in the world, has not really faced
competition, and seems not to know how

Expedia operating profile

to handle it.

Yet there are actually some encourag-
ing signs in some of the operating data,
see table. Non-US bookings continued to
increase faster than those in the US (albeit
only twice as fast, compared with 3-times
faster in 2005, and 4-times in 2004).

Growth rate at Expedia itself was down
on the rate achieved in 2005, but Hotels.
com grew faster.

Growth in the number of transactions
— if there is a figure that is the most im-
portant, it is this — was at 12.5%. That is
below the 16.2% growth in 2005, and the
27.5% in 2004.

Online majority
PhoCusWright forecasts that online sales
will generate more than half of all US
travel bookings by 2008, see Table 1. What
happens in the US today, seems likely to
happen elsewhere in the world tomor-
row.

This will include up to an extraordi-

Table 1

US travel booking profile, % share

Table 2

Category 2008 2005 2003
Online

Leisure 68 40 23
Un-managed business 35 20 15
Corporate 50 25 17
Sub-total 153 85 55
Offline

Leisure 39 60 65
Un-managed business 7 10 15
Corporate 57 70 60
Sub-total 103 139 140

Notes: *Estimates by Travel Business Analyst on PCW
data. Source: PhoCusWright.

currency exchange rate trends.

In 2005, total travel bookings reached
US$224bn, see Table 3, the second year of
growth above 7%. This is expected to run
at about 5% this year and in 2007, then
drop to 4% in 2008.

And annual growth in dollars is expect-
ed to fall as well. After adding US$15bn
in 2005, growth is expected to be only
US$11bn this year, then US$12bn in 2007,
and US$9bn in 2008.

PCW says the two years of 7% growth
reflects “renewed corporate confidence in
the travel industry, the continu-
ing willingness of consumers to
travel, and broader access to con-

Source: PhoCusWright.

Category 2008 2005 tent and inventory”. However,

Online Offline Online Offline growth has also been boosted by
Leisure 64 36 45 55 higher travel costs, which in turn
Un-managed business 82 18 68 32 is largely due to higher fuel prices
Managed business 48 52 31 69 and city and airport taxes, and in-
Total 60 40 42 58 creased demand.

At some stage of course, those

nary 82% of ‘unmanaged’ (that is, not
contracted) business travel. In fact, the
share is already well over half, thanks to
the online delivery of many capabilities
previously reserved
for travel agencies
to individuals and

Item Q106 2005 Growth 2004 Growth
growth,% % % small businesses.

Gross bookings US$hn The total US trav-
us 10.2 121 155 105 24.0 el market continues
Outside US 26.4 35 500 23 1035 to expand despite
Expedia 132 122 232 99 249 the negatives — ter-
Hotels.com 205 19 65 18 126 rorism/war, global
Other brands 9.7 15 332 1.1 12188  health issues, cata-
Agency 13.0 92 250 73 303 strophic ~ weather
Merchant 14.9 64 173 54 380 events, airline bank-
Packages revenue, US$mn 0.0 472 163 406 37.2 ruptc1esf 'a Warung
Transactions,mn 12.5 39 16.2 33 275 Us pOhth%l Image
Merchant hotel roomnights,mn 11.0 35 9.1 32 205 abroad, visa and

Source: company.

passport challenges,
and unfavourable

higher prices will slow growth.

PCW says market expansion is expect-
ed to taper off as a result of slower eco-
nomic growth in general, the possibility
of more fuel price hikes, slight declines in
the number of travellers, tighter control
on corporate travel spend, and security
concerns.

Despite this, PCW forecasts that the
travel business will grow an average 5%
annually to 2008 — which looks on the
high side.

Table 3

2008 256 (3.6)
2007 247 (4.9)
2006 235 (4.8)
2005 224 (7.2)
2004 — 209 (7.2)

Notes: (% growth in brackets). Source: PhoCusWright.
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