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Provincial profit down by 3.7 per cent 

Profitability dropped at provincial UK chain hotels during August, according to the latest HotStats survey from TRI
Hospitality Consulting. 

Daily income before fixed charges (IBFC) - also known as gross operating profit - declined by 3.7 per cent to an average
annualised figure of £28.42 per available room compared to the same month a year earlier. Lower profit was caused by a drop
in demand and weak average rate growth of 0.5 per cent to £69.55, resulting in total sales down by 2.4 per cent. 

’Even in August business demand remains crucial for branded chain hotels, which reported a significant year-on-year
reduction in corporate and conference room lets. With British families taking fewer short breaks too, leisure demand was
never going to compensate for the revenue shortfall,’ said David Bailey, deputy managing director, TRI Hospitality
Consulting. 

There were some regional bright spots, however, with average occupancy increasing by 7.2 percentage points to 73.1 per cent
in Liverpool thanks to the Capital of Culture events, which included an international Beatles festival and youth football
tournament. Average occupancy edged up in Newcastle by 1 percentage point to 80.1 per cent, but in other major UK cities
the occupancy trend was negative. 

London growth holds steady 

After the boost provided by the Farnborough Air show in July, the London market returned to the more moderate
year-on-year growth levels reported in May and June. Daily IBFC increased by 2.1 per cent to £49.69 per available room,
driven by a 5.2 per cent increase in achieved average room rate to £105.89. 

’Changes in global financial markets are becoming increasingly volatile and dramatic. Given London’s maximum exposure to
such events, hotel performance has remained remarkably steady over recent months. Although down on last year, average
rate growth is still ahead of 2005 and 2006 levels,’ said Bailey. 

In the 8 months to the August 2008, achieved average room rate in London increased by 6.7 per cent year-on-year, compared
to 10.5 per cent growth in 2007, 6.1 per cent in 2006 and 3.8 per cent in 2005. 

Overseas spend increases 

In the three months to July 2008 there were 9 million overseas visitors to the UK, according to the latest International
Passenger Survey, representing no change on the same period a year earlier. Visitors from North America dropped by 9 per
cent to 1.35 million, while those from Europe increased by 1 per cent to 6.28 million. Visitors from the rest of the world
increased by 5 per cent to 1.36 million. Expenditure by overseas visitors increased by 3 per cent to £4.57 million for the
three-month period. 

Looking at more recent data for August, BAA, the operator of seven UK airports including Gatwick and Heathrow, handled a
total of 14.9 million passengers in August, a year-on-year drop of 1.7 per cent. BAA reported an increase in North Atlantic
long haul traffic (+1.3 per cent) versus stagnation in European activity (-1.0 per cent) and in domestic traffic (-6.5 per cent).
The August results mirror the year-to-date trend and BAA commented that in light of the toughening economic backdrop, the
reduction in passenger volumes so far could be seen as modest. 
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