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Dubai Tourism: A gradual recovery

Dubai’s tourism sector is gradually charting a path to normalization, after Covid-19
mandated significant lockdown measures in Q2 especially. Almost every subsector within
the emirate’s wider tourism umbrella has been directly impacted by the pandemic, with
operating capacity significantly curtailed as tourism flows dried up in Q2. Policy response
to the pandemic was key, and the emirate has been very pragmatic in dealing with
the fallout on the sector. It focused on a number of key priorities, the first being safety
and health standards, followed by an early opening up the emirate, even as the dynamics
of the pandemic remained in flux.

Dubai re-opened its doors to tourists July7th, allowing visitors from all normally
permitted international destinations to visit. While official visitor numbers have not been
published, we expect the pickup to be have been gradual, largely as global travel
restrictions continued to evolve, with sudden tightening of restrictions by some countries
on returning travellers. Regional tourism may also begin to recover in the coming
weeks as Saudi Arabia, Oman, and Bahrain have recently reopened their borders, again
with some restrictions.

We emphasise the theme of a gradual recovery as the path forward for Dubai’s
tourism sector, post Covid-19. Normalization will remain tightly correlated to the
development and global rollout of a vaccine and the resumption of global travel as
governments around the world ease restrictions. The sector has, however, taken a
number of decisive steps that have contained the impact of the pandemic and allowed for
a stable ground on which to plan for the path to recovery, from targeting the domestic
travel market to absorb slack capacity, to promoting hygiene and safety standards that
have become industry norms. The path ahead remains challenging, especially as the
situation concerning the pandemic remains in flux. However, decisive business decisions
coupled with proactive policy response is key.

Dubai Airport passenger traffic

= N passengers % yly
30
20
) I I I I I_l
0 , , , . . i B
-10
-20
-30
Ql|Q2|Q3|Q4|Q1|Q2|Q3|Q4|Q1|
2018 2019 2020 |

Source: Dubai Airports, Emirates NBD Research



[(a Emirates NBD

Hotels

The closure of borders to contain the spread of Covid-19 has severely curtailed global
travel. The World Tourism Organization expects tourism to drop by up-to 80% in
2020. Timing for Dubai’s hotel sector presents a challenge, especially as in the run-up
to Expo 2020 Dubai had been ramping up hotel capacity to cater to the mega-event
that was expected to start in October 2020. In just one year between January 2019 and
January 2020, the emirate added almost 11k new hotel rooms according to figures by
STR Global. This resulted in significant overcapacity in Dubai’s hotel sector once
borders were closed in March. In response, many operators temporarily closed hotels
or floors in hotels, reducing the supply of rooms in the market. The number of hotel
rooms in Dubai declined from 119K in February to almost 97K in April according
to data by STR Global.

Furthermore hotel operators had to take difficult decisions in regard to staffing but doing
so without impacting service levels is a challenge. The employment component of
Dubai’s travel & tourism employment component of the PMI contracted sharply
to 39.7 in March from 49.9 in February, and while improving in subsequent months, it
remained in contraction territory through that period, with the latest reading in August
at45.7.

Dubai’s hotel sector was, however, one of the first subsectors to re-open. The focus
in the early stages has been on attracting residents through domestic staycation
packages, especially given that the pandemic deterred many residents from taking
traditional summer breaks. Hotel operators offered aggressive price cuts in order to
encourage staycations, especially given the non-seasonal nature of those breaks, (i.e
beach breaks during the hot midsummer months). The efforts did have some success;
while levels in absolute terms remain significantly below February numbers, hotel
occupancy has recovered from the April low, reaching 41% in August, and RevPAR
has more doubled over the same period. Nevertheless, both hotel occupancy and
RevPAR remain well below year-ago levels.

Dubai hotel occupancy and RevPAR
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Dubai’s hotel industry is highly geared towards international travel which could take
years to fully recover from the pandemic. The hotel sector will struggle to achieve pre-
pandemic levels until a vaccine is rolled out globally and other countries’ quarantine
restrictions are eased. Adapting to constantly evolving domestic and international
government mandated restrictions, means hotels need to adapt even more
flexible rules in dealing with issues ranging from last minute cancellations to limits on
entertainment activities. However, many operators are using the downtime to improve
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productivity metrics, focus on post vaccine recovery, and continue to drive domestic
business in light of a weak international travel market. The overall trend is one of a slow
but steady recovery.

Aviation

Dubai’'s aviation sector has been a global industry leader in responding to the
pandemic. Emirates has led the industry in setting the standard for safe travel in a
global environment that remains dictated to by the dynamics of the pandemic. Early on
Emirates introduced many measures to gain passenger trust including the provision of
complementary hygiene kits to all passengers at check-in counters at Dubai
International Airport and mandatory Covid-19 tests for all flights. Furthermore all cabin
crew are fitted with full PPE kits and the airline highlights other measures including on
board HEPA cabin air filters keep circulated air inflight at 99.97% filtration rate.

Given the capacity at Emirates, difficult decisions had to be taken in regards to staff
retention, especially given the long dated outlook for volumes returning to pre-
pandemic levels only around 2022. This is a point most sector analysts and business
leaders are conceding to be a realistic horizon for the sector.

Dubai number of hotel rooms (thousands)
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Emirates is currently flying to 94 destinations, up from nine when the emirate
resumed international travel operations in May. This means the airline is now
serving close to 58% of its pre-pandemic destinations total of 161. This number
continues to rise weekly and the airline has worked with policymakers in its network
footprint with assurances over safe travel standards. The frequency of flights to these
destinations is much lower, however, and constantly evolving global travel restriction
will likely keep passenger growth slow.

This gradual global restart is allowing the airline to work on its productivity metrics, and
map the road ahead for the post-Covid-19 aviation market with more confidence.
Furthermore the airline has recently announced it has refunded close to USD
1.4bn, clearing up 1.9mn refund requests or almost 90% of its backlog related to
the pandemic. This should further improve the goodwill of the airline with its customers
in the long term, especially given some difficult experiences travellers had with other
global carriers.
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Food and Beverage

Dubai’s food and beverage sector is adapting to the same challenges much of
the industry is struggling with, namely overcapacity. The decline in the number of
international tourists has presented a challenge to the sector’s operating metrics.
However, adapting and re-gearing capacity has been key. Just as the hotel sector
focused on capturing a wider share of the domestic market, the F&B sector has moved
in line, promoting home food delivery, and highlighting and emphasising safety
initiatives across all food venues in the emirate, including the provision of hand
sanitizers, sanitizing tables and seats and social distancing between tables.

The sector did face policy headwinds in the opening up phase, with bars for
example asked to cease operations for a couple of weeks during summer due to lack
of adherence to regulations. Operators in F&B also need to adapt to evolving
regulations. On September 27th, Dubai's tourism authority announced new guidelines
to curb the spread of Covid-19. Bars and restaurants in Dubai must suspend all
entertainment activities by l1am and hotels must also cease providing food and
beverage services after 3am, with the exception of delivery and room service. The
announcement comes after Dubai Municipality said on September 25th that only eight
diners must be permitted per table at restaurants in the city. Restaurants have also
been given the option to use dividers instead of placing tables two metres apart, which
has been a requirement since March.
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Disclaimer

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the
publication, you signify you accept these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such
modifications shall be effective immediately. Accordingly, please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the
publication, after modifications to the Disclaimer will constitute your acceptance of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to
accept the content of this Disclaimer, you may not access, or use the publication. Any terms and conditions proposed by you which are in addition to or which conflict with this
Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is believed by Emirates NBD to be accurate and true but Emirates
NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage caused by any act or omission taken as a result
of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes. Charts, graphs and related
data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude any
transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes
in any other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates
NBD does not guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third
parties. Moreover, the provision of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD
of investment advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax,
accounting advice. The publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary
to law or regulation. Accordingly, anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives,
successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from
the publication including, but not limited to, quotes and financial data; (b) loss or damage arising from the use of the publication, including, but not limited to any investment decision
occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS,
OFFICERS, EMPLOYEES, REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO YOU FOR DIRECT, INDIRECT, INCIDENTAL,
CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY OF SUCH
DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR
LOST BUSINESS. The information contained in the publication does not purport to contain all matters relevant to any particular investment or financial instrument and all statements
as to future matters are not guaranteed to be accurate. Anyone proposing to rely on or use the information contained in the publication should independently verify and check the
accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding
information contained in the publication. Further, references to any financial instrument or investment product is not intended to imply that an actual trading market exists for such
instrument or product. In publishing this document Emirates NBD is not acting in the capacity of a fiduciary or financial advisor.

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory
or other services to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a
conflict of interest that could affect the objectivity of this report. The securities covered by this report may not be suitable for all types of investors. The report does not take into
account the investment objectives, financial situations and specific needs of recipients.

Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates
NBD may use different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments
and/or when valuing its own inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment
activities. Moreover, you acknowledge in receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any
investment activity described in the publication and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is
suitable, lies exclusively with you. You acknowledge and agree that past investment performance is not indicative of the future performance results of any investment and that the
information contained herein is not to be used as an indication for the future performance of any investment activity. You acknowledge that the publication has been developed,
compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other information sources) through the application of methods and standards of
judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable intellectual property of Emirates NBD and such others. All
present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any
governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other
lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof.
Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor
to, the content of the publication, or any variations or derivatives thereof, for any purpose.

YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR
DISPOSITION TO, OR USE BY OR FOR THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY
DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY
NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU
MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD.
THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE
DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY.
FURTHERMORE, YOU MAY NOT USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS
SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE
PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS.
MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED
HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE
PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree,
at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from
and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication,
including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, insertions or alterations to,
or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving
the publication.
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