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The Hospitality Industry

Please be respectful of your colleagues by silencing your phone. If you need to answer a call, please go to the
hallway.
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B&Bs Unbound —
The State of Bed and Breakfasts/Inns
In the U.S.

Prepared for the Association of Independent Hospitality Professionals by
Phocuswright Inc.



Study Objectives

1. Raise the profile and awareness of Bed & Breakfasts (“B&Bs”) and Inns

= Define and size the category and its impact on the broader lodging and travel
marketplace

= Assess the importance of B&Bs to various traveler segments, with a focus on the
millennial traveler

2. Assess key trends shaping B&Bs and identify opportunities for growth,
including

= Size the North American market opportunity for B&B stays

Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.
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The Role of B&BSs




A highly overlooked industry, the B&B segment
has many unigue characteristics that deserve
special attention.

 Nearly all (99%) are independently owned and operated, most
of which have been in business for over 10 years.

« The overwhelming majority of B&Bs are small operations —
with 8 rooms on average, earning $200K or less in annual
revenue, and employing fewer than 5 employees.

« B&Bs are huge to innkeepers’ lives — most are a full-time job
and provide a primary source of income.
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Most traditional B&Bs are long-established:
Two-thirds have been in business for over 10 years.
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Q2: How long has your B&B been in business?
Base: Lodging establishments (N=503)
Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.
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The U.S. B&B Market

Market size & Structure




The U.S. B&B market reached $4.1B
in 2016.

« Theindustry will near $5 billion by 2020, when over three-
guarters of gross bookings will be made online.

« Direct channels account for 75% of bookings

 Half of B&Bs project that occupancy, ADR and overall
business will grow over the next year.

Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S
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Over three-quarters of gross bookings will be
made online by 2020.

U.S. B&B Total and Online Market (US$B), 2016 to 2020

m Online Market m Total Market

84.5 84.7 $4.8

$4.3

2016 2017 2018 2019 2020

Online Penetration 71% 72% 73% 75% 76%

Note: 2017-2020 projected.
Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.
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Direct channels dominate the industry for now, but
OTAs quickly gain ground, surpassing direct online
and offline bookings by 2020.

U.S. B&B Channel Share, 2016 to 2020

m Direct online m Direct offline mOTA Indirect offline

48% 47%

45%

2016 2017 2018 2019 2020

Note: 2017-2020 projected.
Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.
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Occupancy rates are slightly rising, with hopes of
an upward trajectory.

Average Occupancy for 2017: 50%

Occupancy projection Average seasonal
for rest of 2017 occupancy

Phocuswrigth

W [ncrease
W Remain the same Spring Summer Fall  Winter

Q20: Thinking about the performance of your property, please estimate your overall occupancy rate for each of these years. Q20a: Do you
anticipate your B&B’s overall occupancy to increase, decrease or remain the same for the rest of 2017; Q20b: Please estimate the average
occupancy during the following seasons.

Base: Lodging establishments (N=503)
(/')Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S. © 2017 Phocuswright Inc. All Rights Reserved.
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ADR in 2017: $173

ADR in 2017 by Size of Operation

<§100k $100k - S200k $200k - S500k >$500k

Q21: Whatis your B&B’s average nightly rate per room for 2017?
Base: Lodging establishments (N=503)
Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.
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Pricing structure: how B&Bs set
room pricing.

m A single annual rate per room

m A few different rates for a few
big factors

m Several different rates for
each unit

m Complex rate rules

38%

Phocuswrightg)

Q24: Which of the statements below best describes how you set room pricing?
Base: Lodging establishments.(N=503)
Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.

(,D © 2017 Phocuswright Inc. All Rights Reserved.
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B&B Properties




Guest type and amenity offerings are rather consistent
across the board, but many B&Bs have opportunities for
additional revenue streams.

e The most common B&B guest is 35-54 years old and traveling
as a couple.

« Wi-Fi, toiletries and full breakfast are the most common
amenities offered by B&Bs, though still not offered by 100% of
operators.

 Over a third of operators have partnerships with local
businesses, with local tours and food delivery being the
most common.

« Wedding facilities and conference room rentals generate
the most ancillary revenue, yet less than a third of B&Bs offer
these extra services.

© 2017 Phocuswright Inc. All Rights Reserved.
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Types of amenities offered to guests

Wi-Fi 97%
Toiletries 95%
Breakfast — full 85%
Daily room cleaning 79%
Soft drinks/water 78%
Welcome snacks 62%
In-room coffee/tea service 39%
Partnerships with local businesses 35%
Outdoor fireplace 33%
Computers available for guest use 28%
Ability to sell tickets to tours 25%
Breakfast — continental 22%
24-hour front desk/check-in 19%
Electric car charging station 15%
Bicycles 15%
Meals (other than breakfast) 14%
Keyless room entry 13%

Phocuswright(’-)

Q7: Which of the following amenities does your B&B offer to guests?
Base: Lodging establishments (N=503)
Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.

(P © 2017 Phocuswright Inc. All Rights Reserved.
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But weddings and meeting room rentals are what
generate additional revenue for most B&Bs.

Revenue generated for B&B by additional services

Wedding facilities 33%

Conference/meeting room rental 23%
Restaurant/meals 16% \I

Tickets to tours 12%
Partnerships with local businesses 10% Only offered by
Social events organized by establishment 10% a third or less
Soft drinks/water 8% of B&BS.
Bar/pub 8%
Snacks 8%
Spa 7%
Breakfast 6%
Bicycles 3%
Wi-Fi 3%
In-room cotfes/taa service 1%
Swimming pool/sauna/hot tub 1%
Childcare 1%
Gym/fitness center | <1%  Phocuswright”

Q9: Which of the following services generate additional revenue for your B&B?
Base: Lodging establishments (N=503)
Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.

(P © 2017 Phocuswright Inc. All Rights Reserved.
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Competitive Landscape




Hotels are not a top concern for B&Bs.

 Vacation rentals, short term rentals and nearby B&Bs are the
biggest competition.

 Innkeepers believe B&B guests and hotel guests are two
different types of customers — and hotel guests likely don’t
want to stay with them anyway.

« Guest ratings and reviews are huge to the success of B&Bs.
Three in four operators say travelers choose their B&B simply
based on their reviews/ratings found online.

© 2017 Phocuswright Inc. All Rights Reserved.
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Online ratings and reviews are huge to the
success of B&Bs.

Reasons guests choose B&B over
Rank "
competition

1 Guest reviews/ratings 74%
2 Convenient location 33%
3 Staff friendliness/experience 30%
4 Quality of rooms 28%
5 Boutique design 27%

Q12: Why do travelers choose to stay in your B&B (versus other accommodation options in the city)?
Base: Lodging establishments (N=503)
Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.
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Distribution




>

Meanwhile, OTA presence is on the rise for over

half of B&BSs.

91%

Phocuswright(P

Online travel agencies  Vacation rental sites  Groups, fravel agencies,
tour operators, elc.

Q14: Are these distribution channels increasing, decreasing, or staying the same?
Base: Lodging establishments (N=503)
Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.

14%

Average
commission paid
for bookings made
through OTAS

Not applicable
m Decreasing
m No change
H Increasing

© 2017 Phocuswright Inc. All Rights Reserved.
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B&B.com most popular website to list on —
and #1 site for generating bookings.

I Top listing sites - I Top sites by booking
volume

Bedandbreakfast.com 93% Bedandbreakfast.com 56%
2 TripAdvisor 80% 2 E;(;)Vee(fi)e::/itljotels.com/ 46%
3 E;(;Veeoll(i)ac/itl)-/lotels.com/ 63% 3 Booking.com 39%
4 Booking.com 57% 4  TripAdvisor 36%
5 Airbnb 44% 5 Airbnb 10%

Q16: On what websites do you list your property? Q16a: Of the websites that you list on, which generate the most bookings?
Base: Lodging establishments (N=425)
Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.
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Websites on which property is listed

Bedandbreakfast.com
TripAdvisor
Expedia/Hotels.com/Travelocity
Booking.com

Airbnb

HomeAway
BnBFinder.com
BBOnline.com
Priceline

VRBO

Select Registry

Hotel Tonight

Q16: On what websites do you list your property?
Base: Lodging establishments (N=425)

93%
80%
63%
57%
44%
39%
27%
26%
21%
17%
13%

5%

Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.

© 2017 Phocuswright Inc. All Rights Reserved.
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Top websites that generate the most

bookings

Bedandbreakfast.com
Expedia/Hotels com/Travelocity
Booking.com
TripAdvisor

Airbnb

HomeAway

Select Registry

VRBO

BBOnline.com
BnBFinder.com
Priceline

Hotel Tonight

Other

Q16a: Of the websites that you list on, which generate the most bookings?

Base: Lodging establishments (N=425)

Source: Phocuswright's B&Bs Unbound — The State of B&Bs in the U.S.

56%

© 2017 Phocuswright Inc. All Rights Reserved.
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B&Bs prefer to
take charge of
their own
marketing
efforts.

86%
Phocuswright” m In-house

m Qutsource to third
party

Q18a: How do you manage marketing efforts for your B&B?
Base: Lodging establishments.(N=503)
Source: Phocuswright’s B&Bs Unbound — The State of B&Bs in the U.S.

© 2017 Phocuswright Inc. All Rights Reserved. 26
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BOO ki ng,com HomeAway"

Google )

EXPEdIa airbnb

How does our industry have a voice?
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Innkeeping SF. LEC’]‘
REGISTRY.

Questions?

Rob Fulton, CAE
CEO & President
717-433-6813
rob@independent-innkeeping.org

Thank you for learning with us! Please complete your evaluation and hand it to
the room host before leaving the room!

(,D © 2017 Phocuswright Inc. All Rights Reserved. 31
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Questions?

Rob Fulton — CEO
717-433-6813
rob@independent-innkeeping.org



