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Dragon Trail Interactive

Dragon Trail Interactive is an award-winning digital marketing

o

and solutions agency helping travel and tourism organizations

100% China

to reach and connect with China’s affluent consumers online.

We combine our deep market knowledge, extensive industry y
relations and the diverse skill set of our multi-cultural and multi- ’

lingual team to deliver innovative solufions and excellent 100% Travel

EIIIB
ol
100% Digital

service.

Founded in 2009, the company has offices in Beijing, Shanghai,

Xi'an, London, and Lexington.
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Agenda

« Coronavirus and its impact on international
travel so far

* Responses from US tourism brands

» Looking forward: Prospects for recovery

« Q&A
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Coronavirus and its Impact on International Travel

}33 Dragon Trail
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Coronavirus Update

The novel coronavirus outbreak that RUSSIA'7/ o |
originated from Wuhan has far eclipsed | :
2003’s SARS in terms of number of infections.

7,
(e

Although the fatality rate is much lower (~3%
vs. 10%), more people have died from the
coronavirus.

The number of new confirmed and
suspected cases has fluctuated wildly (as we
will see), while the number of recoveries have
been growing.
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Coronavirus — The Spread
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COVID-2019 Coronavirus
confirmed cases by country/region
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Coronavirus Update — Comparisons to SARS and MERS

Two of the more recent pandemics
have involved SARS (Severe Acute
Respiratory Syndrome) and MERS

(Middle East Respiratory Syndrome).

SARS (Nov. 2002 — July 2003)
« 8,096 infected; 774 deaths
« US: 29 infections, O deaths

MERS (2012)

o 2494 infected; 858 deaths
« US: 2 infections, O deaths
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Cumulative Count

Coronavirus Update — Feb. 12

Coronavirus total cases and deaths in China
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Coronavirus Update — Feb. 12
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Coronavirus Update — Feb. 13

The Chinese Government changed counting methods...and we had a new ballgame.

Infections increased by 31%,
Deaths increased by 22%

Infections Deaths
Feb. 12 45,800 1,116
Feb. 13 59,822 1,367
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Cumulative Count

Coronavirus Update — Feb. 23
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Coronavirus Update — Feb. 23
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Coronavirus Update — Italy and South Korea
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Coronavirus Update — Feb. 25

Infections
Globadl 80,249
China /7,658

Rest of World 2,591
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Deaths

2,705

2,663

42

Recoveries

27,586

27,323

263
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Coronavirus Travel Restrictions within China

 From January 23, Wuhan and 15 other cities in China
were put on lockdown with no tfravel going in or out.
Cities with high cases of the coronavirus have stringent
conftrols in place about movement within the city.

« All group tourism within China was suspended from
January 24.

« Long-distance travel within other parts of China has
been heavily restricted, with long-distance bus stations
in Beijing and Shanghai closed.

« Most Chinese have put themselves in semi-quarantine
throughout this period, leaving their homes as little as Dragon Trail’s Marketing
possible. While the country is back at work now after an Manager Cecilia Xu working
extended Chinese New Year vacation, anyone who from home in Beijing
can is working from home.
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Coronavirus Travel Restrictions from China
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Coronavirus Travel Restrictions from Outbound Destinations

More than 50 countries and territories
around the world have closed flights or
otherwise suspended arrivals from China,
including leading destinations for
Chinese tourism like Singapore, Vietnam,
and Australia. Other destinations, like
Japan, have placed restrictions on
arrivals from Wuhan.

Starting February 2, the United States is
not permitting entry for foreign nationals
who have been in China in the past 14
days, with the exception of permanent
residents and the immediate family

of US citizens.
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Coronavirus Travel Restrictions from Outbound Destinations
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Coronavirus and Airlines

Two-thirds of international flights to and from China have been cancelled — 10,000 flights
in the first six days from January 23 alone.

American Airlines and Delta have suspended mainland China and Hong Kong flights
through late April. United (yesterday) announced new flight suspensions through April 24.
20 other carriers have announced cancellations to mainland China.
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US Travel Warning
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February 24: The Chinese Ministry of Culture and
Tourism issued a travel warning for the US.

Citing the US response to the coronavirus crisis, the
infernal situation in the US, and “unfair freatment” of
Chinese travelers, Chinese tourists are advised “under
no circumstances” to visit the US.
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US Travel Warning: Responses and Implications
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This Just In: CDC warns Americans to begin preparing for possible

outbreak
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News Alert Feb 25, 12:09 PM

Health officials warn that
spread of coronavirus in U.S.
appears inevitable

The comments were made in separate
briefings to lawmakers and reporters on
Tuesday, marking an escalation in tone and
urgency.

“Ultimately we expect we will see community
spread in the United States," Nancy
Messonnier, a top official at the Centers for
Disease Control and Prevention, told
reporters. "It’'s not a question of if this will
happen but when this will happen and how
many people in this country will have severe
illnesses.”

Read more »
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This Just In: Coronavirus Vaccine in Trials

Moderna (NASDAQ: MRNA) announced on Monday afternoon
that the company's experimental mRNA COVID-19 vaccine,
known as mRNA-1273, is ready for human testing. The initial
batch of the vaccine has already been shipped to U.S.
government researchers from the National Institute of Allergy
and Infectious Diseases (NIAID).
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Global Responses to the Coronavirus Crisis
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Year-Over-Year Comparisons: WeChat Postings

YoY Total Number of Articles Posted
(YoY Difference & %Difference)

Week 1 Week 2 Week 3 Week 4 Week 5

2015

2020
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WeChat Postings

Five-Week Avg. N. of Articles Posted by Category (%growth from previous week) E Dragon Trail
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WeChat Postings - NTOs

Article Topics and Response Timeline 23 Dragon Trail
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WeChat Postings - DMOs

Article Topics and Response Timeline i Prgon Trail
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WeChat Postings - Airlines

Article Topics and Response Timeline Dragon Trail
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WeChat Postings - Cruises

Article Topics and Response Timeline ' Dragon Trail
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WeChat Postings — Museums and Attractions

Article Topics and Response Timeline Dragon Trail
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WeChat Postings — Hotels

Article Topics and Response Timeline Dragon Trail

INTERACTIYE

Stopped
6 Accounts

Cancellation Policies
10 Accounts

£ 4 29  1Accounts
" Inactive
A 2%  6Accounts
"":_ 51% _ - dha
" Preventative Measures
e ~ 1Accounts
25 Accounts ' = L L

20 21 22 23 24

34 | WWW.DRAGONTRAIL.COM © 2020 £73 Dragon Trail

g“w INTERACTIVE



Responses from US Tourism Brands
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Brand USA: WeChat Communications

36 | WWW.DRAGONTRAIL.COM © 2020

XERERKFHB KRS
original  ZEEFIRGE ZERERRFEBSGoUSA
4 days ago

X MR SRS, EEERRREFBNZXEE
fEhR, BUORERBFLEEEE, AMAAZSEREL
ERES AR, HEERBEERTNE.

HEXEFRMMHE2A7H, EE#IA T 1265 R IR
mERRHEG . EHIERERRT, ARERFREN
Z25@E, EERNAEITERNENREANRNT
E: BREELR. XKABRREERAERS,, T84
HAZHEFENERRESHENEIAE., &E14
HAZEHEMIEENER AR, FTET14 B2
. RL4EANPEAMBREMEHEZNERAR,
MFEBEANEOFEZNE,

ERMEHER, BMNSERARERET—E, HEX
BB ESEMERE - SN ARNMTHANSHS
B, ZEERKRESEBRINBBET AREEEN
HERRFEERHNREZR!

EZERIFEN:

o

EXEEELREE: https://www.dh-
s.gov/news/2020/02/02/dhs-issues-supplemental-
instructions-inbound-flights~-individuals-who-have-

been-china.

ex# Dragon Trail

HE

INTERACTIVE



Brand USA: Chinese Consumer Response on WeChat
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“Exceptional circumstances. | support this. Reducing the transmission
of the virus is the highest priority.”

“I support the decision of the US government, and letting everyone
know about this decision.”

“We're all people from the same planet, fighting the virus!”
“Stay strong, Chinal Stay strong, USA!”

“I'll wait for the virus to be over and then go for an incredible trip to
America.”

“I was planning to go to Miami this year, but it's fallen through now.
But | understand. Tell us when you have good news.”

“After the virus is resolved, we'll definitely go! We're going to America
to see the landscape.”
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Los Angeles’ Social Media Response: WeChat
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Los Angeles’ Social Media Response: Weibo
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Best Practice: US DMOs on WeChat
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Best Practice: US Attractions on WeChat and Weibo
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1. Edouard Manet. Woman Reading, 1... Full Text

Art Institute of Chicago:
“Famous artworks’ guide
to being stuck at home.
Join in and let us know
what's your favorite book
you've read recently.”
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Looking Forward: Prospects for Recovery
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Coronavirus Update — Pandemics and Travel

What can we learn from past pandemic episodes?

100)

Index (crisis month
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When Will the Chinese Outbound Tourism Market Recover?

We cavutiously predict market recovery
to start in Q2, 2020. Number of Chinese Outbound Trips in 2017 and 2018

1600

China’s May Labor Day holiday was
extended to five days for 2020, from

Friday, May 1-Tuesday, May 5. This is the e
first opportunity for outbound fourism to e
rebound, with potential for both short- 80
haul and long-haul travel. €00
Summeris the real peak of Chinese -
outbound tfravel, closely followed by the o

chqber NOT,IOHC” HOll,dOy' FCII’T‘II|.IeS, n Jan Feb Mar Apr May June July Aug Sep Oct Nov Dec
particular, will be looking for their well-

earned summer vacation with their kids
on school holidays in July and August. Source: China Tourism Academy
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o

® 2017 (10 thousands) ® 2018 (10 thousands)
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The Post-SARS Tourism Rebound

The 2003 SARS crisis lasted from
February until July. Chinese
outbound tourism not only

Border Crossings from Mainland China in Millions
200

rebounded, but grew significantly, jig 162
immediately following the s T
resolution of the crisis. = 115

) 100 83 25
In August 2003, Chinese oufbound i 70
fravel grew by 34.5% compared to - R
the same period in 2002. i 2ol 31 3¢ 4

et

Chinese outbound travel grew by , gl
22% in 2003 compared to 2002, ¢ & o o IR I IR IR,
and by another 43% i 2004, ST TF TSP F TS

Source: COTRI
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Recovery: Chinese Consumer Sentiment

According to Ctrip data reported on February
12, searches for tfravel during the three-day
Qingming national holiday (April 4-6) have
decreased significantly.

However, the volume of searches for the May
Labor Day holiday (May 1-5) is still higher than
it was in 2019.

In 2019, the May holiday was extended from
three days to four. In 2020, it will be five days.
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The Impact on Chinese Tourism to the US

The impact of coronavirus on Chinese
tourism to the US will depend on both the
resolution of the crisis in China, and the
lifting of the travel ban to the US.

In 2019, 2.35 million Chinese visited the US, of
which 1.55 were visiting for the purposes of
leisure. Losing one quarter of these visitors
would be a 388k reduction in tourist arrivals.
With Chinese tourists spending an average
of US$6,700 per trip, this leads to a loss of
US$2.6 billion.

According to data from the NTTO, it fook
two years for Chinese arrivals to the US to
recover affer SARS.
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COVID-19: Projections and Cases

#* China: new infections (NHC)
] Peak: Feb 9-26
12,000 Jon Read Model Total infected: 240,000
~ Zhong Nanshan forecast
10,000 1 Most optimistic
w 8,000
c
°
1%
6,000 -
Peak: Jan 31-Feb 13
4,000 1 Total infected: 60,000
2,000 - Jan 23 Peak: Jan 26-Feb 4
Wuhan quarantined * Total infected: 20,00
0 T . T !
10 Jan 20 Jan 30 Jan 9 Feb 19 Feb 29 Feb

Date
Source: Simon Rabinovitch

t7 Dragon Trail

INTERACTIVE

48 | WWW.DRAGONTRAIL.COM © 2020




COVID-19: Projections and Cases

China’s outbound travel, counterfactual vs scenario impacts
Trips, millions

120 -
110 -

100 -

90 -
— . ounterfactual (no crisis)

Scenario (most likely)
70 - m— S CEnano (SARS)
Scenario (downside)

80 -

60 -
2013 2019 2020 2021 2022 2023

Source: Tourism Economics

Most likely—assumes that the coronavirus is contained in shorter time frame than
SARS, by end-February. Average monthly impacts remain broadly in-line with 2003

SARS—assumes duration and average monthly impacts are broadly comparable to
SARS in China in 2003.

Downside—assumes that the coronavirus lasts longer and is more severe than
SARS.
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COVID-19: Projections and Cases

China’s outbound travel, coronavirus impact, 2020
Difference relative to counterfactual scenario (no crisis)

Trips, millions Expenditure, USSbns (2019 prices)
0 0
-10
7 20
-10 -30
-40)
-15 1 -50
20 -60
-70
-25 - - -80

Most likely SARS

m Trips ® Expenditure
Source: Tounsm Economics

The chart above shows the reduction in outbound trips for each scenario when
compared to a pre-crisis forecast. In other words, when comparing to counterfactual
scenario in which the coronavirus crisis never came into being.
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COVID-19: Projections and Cases

We expect the most significant
declines will be experienced in
2020 with recovery beginning in
the latter part of this year.

Tourism Economics modeled a decline in expected visits based on SARS and
compared this with our pre-crisis forecast for visits from China to determine the
potential losses by year and the time to full recovery.

While growth will accelerate in

2021, the entire recovery will US Arrivals from China, Coronavirus Impact

span four years, like the SARS 000
experience. 4,500 - s Counterfactual (no crisis)
4,000 -
-— - — ted out
A total of 1.6 million visits from 3,500 - pected outcoms
China will be lost, with 56% of the
: . 3,000 -
loss occuring in 2020.
2,500 -
2,000 -
1,500 -
1,000 -
500 4
4]

2000 2002 2004 2006 2008 2010 2012 20714 2016 2018 2020 2022 2024

Source: Tourism Economics, NTTO

| Tourism Economics &
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China: 2003 vs. Today

US$1.5 trillion GDP, 4.3% of world total

20 million outbound ftrips

157,326 Chinese arrivals fo the US

Tourism mostly business and official delegations,
and group fravel within Asia

Australia and New Zealand are the only long-
haul countries that have signed ADS agreements
with China. The US got ADS in 2008.

Ctrip first listed on NASDAQ

6.2% of the Chinese population uses the internet.
The first iPhone isn’t launched until 2007.
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US$14.3 trillion GDP in 2019, 16.9% of world total
168 million trips in 2019 (China Tourism Academy)

2.35 million Chinese arrivals to the US in 2019

45% of tourism is FIT, with a much higher % of FIT
for the US market — as much as 78% (Skift)

More than 130 countries have ADS agreements
with China, allowing them to accept group tours
and market tourism in China.

Ctrip — now the Trip.com group - is the second-
largest OTA in the world, with US$4.5 billion in
revenue in 2018.

61.2% of the Chinese population uses the
intfernet. More than 99% are mobile users.




What Can You Do Right Now?

« Support your Chinese partners to help
them minimize losses due to
cancellations or changes. Proactively
offer compensation and information
about refund/cancellation policies
wherever possible. This will help your
partners to stay afloat during the crisis
and build long-term frust.

« Pause tactical campaigns and
consider how to adjust branding so
that you stay relevant to your Chinese
audience.
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2020 Recovery Plan — Online Learning and Training

With Chinese travel agents and four
operators working from home (and < RERARATFR - © | ¢ R (| B
many roadshows and trade shows T
being canceled or deferred), the
best way to engage with and support
partners now is online.
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E-learning is booming now that i Ll
most Chinese are under self-imposed b

quarantine, and the Chinese tfravel
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WeChat-based training platform
during the week of 2-9 February
alone, taking our database past
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44,000 members. CTA Live WeChat webinars for Florida, Los Angeles, and California
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2020 Recovery Plan — Embrace Technology

Once we start to see signs of market recovery and RIS >
the Chinese travel trade can begin to put together : e - | ™
products for future sales, a B2B online workshop s e '
can help them to connect with suppliers and start prsBspoen e S e il
making plans — while offline meetings are best, this . Y

will help to substitute for China’s major trade fairs e
that have already been postponed until H2 2020. BRELG

a2
= I 4

At this point, you can also plan new B2C
campaigns, aimed at promoting upcoming
holiday periods.

Stimulate interest and engagement and help the
travel frade generate leads and bookings through
an online pop-up store — even before the .
coronavirus crisis, more consumers were T T e |
communicating with travel agents over WeChat, S—

and we expect this frend to grow.

R 230
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Learn More

Visit www.dragontrail.com for
more information and updates on
the coronavirus crisis, as well as
other resources on frends in
Chinese outbound fravel and
digital marketing, including
articles, reports, videos, free
webinars, and more.

Coronavirus: Chinese Coronavirus, Cruises, and Chinese Coronavir]
Tourism Recovery Plan Crisis Communications Information for thd

12 Feb 2020

For regular updates, sign up for our
monthly newsletter, and follow us
on LinkedlIn, Twitter, and
Facebook.

m g 'i Chinaq, the Future of Travel
Chinafutureoftravel.com
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http://www.dragontrail.com/
http://chinafutureoftravel.com/
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Matt Grayson
President, Americas

Email: matt.grayson@dragontrail.com
Website:

!I " HelloDragonTrail
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