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CHANGE N TOURISM PATTERN

The current reduction in European travellers to Phuket is offset somewhat
by a jump in domestic and regional tourists By Nina Suebsukcharoen

L]

he liest six manths of this yoar

marked a dramate swing in

Phuket's toursm industry, with

" a decrease in higher-paying

long-haul visiters but an in-

crease in shor-haul domestic

and regional travellers, This inwum triggered

rate volaility among mid- to upper-scale

hatels, says Bill Barnett, managing director
of C3 Hotelworks.

HResearch conducied by the hotel and prop-
eny consulting company shows that towrist
arrivals on the istand declined by 14%, o
158,946 prople, during the first half of 2000,
compared fo the same period last year, The
reduced total of European visitors was offser
by a jump in domestic and regional tourists,
wiith the lamer ma.iﬂ.l:.' from South Korea,
Hong Kong and China. It is notweworthy that
the yleld of shost-haul rravel is much lower.

“¥ou have volume but you have much
lowes rates, it's a bot dilferent than last year.
It's & change In dynamibcs and I don't think
that's godng to chiange for tie next lew years.”

Mr Barmett said two segments that per-
formed well 1 ehe fiest bhall of the yroar were
Iwoury hotels such as Amanpurl, Banyan Tree
and Trisara and the budger varlety, such as
those uI:Era[Ed 1::,.' thie Eva group, The formmer
remained buoyant because of limited supply
while the latter benefited from the cument
price-conscious mood worldwide.

However upper-scale hotels have had to
cut rates, and this triggered a domino effect
that led to mid-level properties having o do
the same,

A.'Irlmugh guch a domino effed gl.:nl,:rally
leads to some people being crushed, b
Barmetl pointed oul thal the impact docsn’t
hjinge on whether a hotel ks branded or nov
8 Hotelwarks' research shows that branded
hotels outperformed non-branded wnes by
13.7% on avernge roeom rates, while non-
branded properties owtdid the branded ones
by 124% in occupancy. Average ronm raie
wis LI55141 (4791 baht) for combined luxury,
upscale and mid-scale Sepments, while oc-
cupancy stayed atl around B0.4%.

i1 thinkabelesson 1o be learned is that the
rate cuting ks going to do long-term damage

. bothe Phaket hotel market, Alter 9711t took
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slx years for the rates
o recowver,™ saic Mr
Barnell

That the mid- to
upper-soale hitelicrs
are not able to hold
thear rates can be
pinned down 1o the
detwt load they are
carrying, EVEn
though the ratio is
penerally low. “Thoy
are leoking at day-
to-day survival, paying the banks, paying for
necessities, They are not looking at upside.”

ar Barmenl added shat the tota) number
ol hotel projects increxsed from 30 in January
1o 38 at the end of the first half of this year,
bringing inanadditional 6,231 rooms. How-
ever, 48% of these projects have been delayed
due to the curent econoinic sowdown, While
all SETents have witneassed (J::L'l}-:;;. more
have ocowmed at the upscale and luxury end.

However, a substantial number of these
delayed projecis have relutively low financial
leveraging and most should materalise when
financial markels beoome more accessible.

Interestingly. 34% of the mew supply is
considered non-traditional pr{:duu_ either
condo hotels or villa resorts, which means
Uzt the property element continues to remain
very lmportant in hotel development

Al the same time some property projects
have changed and become hospitality type,
wiule fractiona ownership i ingresing sharp-
Ir. An example of the latter s the long-
established Hoyal Yacht (Club on Mai Ham
beach. which has started selling fractional
shares,

However, Mr Barnert wamed that fractional

NOT YET: Bill Bamett
doeta't think marked
will rocower thiz yasr.

ownership is as yet uniesied and said there
are two key lsswes to consider. The ficst b=
how this product fits in within the Thai legal
feamework, amd the ather is whether there
will be a resale market for those who want to
ogel il

Thee most ignificant new project that will
test the entice Phuket macket is 0 mixed-use
developrent umder tie witld-class Yoo bransd
(for details visit www, yoosphuketcom). With
faznemas internaticmad di=igmers such s Plili-
ppe Starck and Mick Jagger's daughter Jade
involved, it is lecated on the inside of the
island next to the Phuket Country Clatb,

There will be a hotel with full and Fractional
ownershipol property on offer, It remains (o
bi seen whether this sem of an lnternational
high-profite project would be able 1o bring
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Starck I3 on
of the talents

forcign buyers back to the holkday sland,
siied Mr Darnett,

Meanwhile Richard 14, the son of Hong
Kong's wealthicst man, LI Ka-shing, is puo-
ceeding with his plans to turm Thai Mun,ng
Golf Course in Phangnga inte a mixed reson
anid residential develapment.

Another large site in Phangnga — which
waas earlier ovmed by Kingdom Hotel Invest-
menigs bt noaw [nusacted Lo a Bangkok in-
stitution — will alse soon be announcing a
branded operator.

However, Mr Barmnedl underscored that
develgpment in the adjacent Phangnga prov-
Ince s mot tracking Phuket because it is
hampered by a restriction that hotels bl
close 1o the beach can have o maxdmum of
T4 rocms,

[eis notewarthy that two majur projects in
Phuket, Jumeirah Private sland and Taj
Exntica, have increased their total number
ol rodms 1o more than one hundred in order
o be entitled 1o V0% foreign ownership
under a Board of Investment regulation,

Theiere has also been a lot of pressure on
lamd _|.'lfj|’.‘|!5 i Phiaiket dur.iﬂx_ the lirst Ball of
the year, with all eyes on the sale of the
I 5dk-ral |Jtr.-|:.-u Laem Kaon Rowad Beach Lhnt
is joantly hweld by Lehman Ihu[]u_ﬂ'iiqlm_laturs
and Hotel Properties in Singapore.

Mr Barnett said that normally property
players would value this plet ar 18-20 million
Dbt s pand, bast all it wirs able to fetich was 8- 10
millicn baht a rai.

“Saor it has been taken off the market now,
and thatis a sign that the owners, of somesne,
thinks the price is going 1o go up, So maybe
it's a vote of stebiliy in the marker that
n:lu:,d:n.- we hiave hit the botiom,"

Mr Bamett does not expect the Phuket
market to recover this year. He sabd the siiu-
ation is unlikely to return to normal this kigh
season; an upturn is only likely next year.

However, the success of the recent Assan
Fareign Ministers” meeting on the island is
a postive development that has helped restore
conlidence.

Even so0, it is worth remembering that
other regional destinatlons benefited rom
j!lt‘blillf!:ms. in Thailiand Late kst Fear and t:a.rh.'
this year, with Bali's nu‘.upam:}':m:fm A
surpassing Phuket’s,

Vietnam and Malaysia oo ane succeeding
in aftracting increasing number of visitors
anel potential investors, m



