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Inspiring new ways



SA Tourism is the tourism marketing organisation of South Africa

South African Tourism is the official tourism marketing organisation of South Africa. We market across the world

focusing on three groups of travellers i international leisure travellers, the domestic and regional traveller, and
business tourists who travel to South Africa for conferences and incentives.

A key part of our business is to:

Understand the Choose the attractive Market the

market segments destination

Kenya has been identified as a core market in the SA Tourism portfolio of markets and a route to market strategy
was developed in 2011 to define SA Tourismbs entry
grow tourism from this market. This booklet has been developed to help market South Africa in Kenya. Detailed
information on our marketing plans in each market is available from our Regional Director: Africa & Middle East
(see address on the back cover).

As the information in this booklet was sourced in the development of the marketing strategy, it does not include
the latest data available on the Kenyan market. Current information on the Kenyan market is available on our
website www.southafrica.net/research.
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Context: Africa is Important

Inbound Tourists to South Africa

I
Africa accounts for the largest share of inbound arrivals to South Africa. It was also the fastest growing tourism
market for South Africa, from 20037 2010

Total Tourist Arrivals to South Africa from the World, 2010
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Context: Africa is Important

Regional Contribution to Tourism of South Africa

A few countries from Africa and the Middle East are responsible for ~76% of international arrivals to South Africa

Africa and Middle East

Middle
East

®
{ Zimbabwe
( ue
Swaziland
Lesotho

South Africa

Note:*Africa Land (AFRL) includes South Africa in this slide only
Source: Grail Research & Monitor Analysis; SAT 2010
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Africa Land
(AFRL)

. Countries where more than

60% of arrivals to South
Africa use land-based
transport

. Accounts for 73.9% of

foreign arrivals to South

., Botswana (BOT)

. Lesotho (LES)

. Malawi (MAL)

. Mozambique (MOZ)
. Namibia (NAM)

. Swaziland (SWA)

. Zambia (ZAM)

. Zimbabwe (ZIM)

Africa Air
(AFRA)

. Countries where more than

60% of arrivals to South
Africa use air transport

. Accounts for 1.8% of

foreign arrivals to South

Africa

Africa
(AFR)

. 75.7% of international

arrivals to South Africa

. Angola (ANG)
. Democratic Republic of Congo

(DRC)

. Kenya (KEN)
. Nigeria (NIG)
. Middle East (ME) includes Bahrain,

Iran, Iraq, Israel, Jordan, Kuwait,
Lebanon, Oman, Qatar, Saudi
Arabia, Syria, UAE, and Yemen

. Indian Ocean Islands

. Africa Land (AFRL)
. Africa Air (AFRA)
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Context: Africa is Important

Focus Markets Within Africa
T SSES—S—S——

Below is the outcome of the fourth portfolio review process that took place during July/August 2009 and which
covers the period 2011/12 to 2013/14
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Africa

Botswana
Kenya
Nigeria

South Africat

DRC
Mozambique

Lesotho
Swaziland

Malawi
Namibia
Zambia

Zimbabwe

Bahrain, Oman, Qatar,
Saudi Arabia

Egypt, Ethiopia, Ghana,
Mauritius, Senegal,
Tanzania, UAE

Americas

Brazil
Canada

Argentina

Asia & Australasia Europe

Francel
Australia® Germany
India Netherlands
UK1?

Belgium
Italy
Sweden

China (incl. Hong Kong)
Japan

New Zealand Ireland

Austria
Denmark
Portugal

Spain
Switzerland

Republic of Korea

Malaysia
Singapore

Note: lindicates business tourism hubs
May 2012
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Context: Africa is Important

Market Phase and Key Characteristics

ST .
Tourism in African markets is still in a nascent stage
Tourism Industry Life Cycle
Introduction Growth Maturity
Percentage of 1
popL_JIat|on Germany, Netherlands,
travelling for E UK J
leisure rance, UK, Japan
South Africa China, Australia
SADC,Mozambique Brazil
DRC Botswana ' '
Angola Nigeria Kenya This phase may be very long .
Timel
., Uninformed, price . Seek information & . Very informed, price
Consumer . " . o . o .
insensitive, multi-purpose opportunity; discover leisure sensitive, focus on leisure
., Very individualised , Emergence of packages .
Market Fresie . Status oriented (seeking scale effects) . Specialised packages
. Few Emergin High competition
SR Competitor . e : erging . High competitio
., One-stop-shops specialisation/focus . Clear focus
., Unsophisticated, isolated, . Integrate products; . Specialisation; information
Channel . ) . ) . .
experience based information/choice provider provider
: . . Combine with trade . AShout 0: get ., Adapt trade and market to
Tourism Marketing o
Authority initiatives can select segments
. Overall . , Facilitate scale effects (e.g., | . Understand segments and
Actions . Develop positioning
Strategy packages) select

Note: ‘The duration of the four phases of the life cycle may vary significantly; their graphical representation with equal distances may thus be misleading.
Source: Framework based on Michael Porter: Competitive Strategy, 1980, Chapter 8 (Industry Evolution)
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Market Attractiveness 1 Key Indicators

Volume and Spend of Tourist Arrivals to South Africa
DT ——_—__

Kenya recorded a 9% growth in arrivals and a 10% increase in average spend in South Africa between 2009 and

2011
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Source: Grail Research & Monitor Analysis; SAT Arrivals Survey, 20091 2011



Market Attractiveness 1 Key Indicators

Average Spend in South Africa

.
Apart from Kenya, the overall spend across all the other source markets have witnessed an increasing trend from
2003-2009

Average Spend in South Africa per Tourist (ZAR)

30 000 03 []2006 M 2009 |
Average Tota
UPDATE AND USD Spend (in 2009)

25 000 H

20 000 - _
Four countries

________________________________ 4 17,100

Developed countries?
4 14,300

(ZAR)

15 000 +

Global
<« 10,100

4 8,200
All African countries

10 000 A

5000 A

Angola DRC Kenya Nigeria

Note: 'Developed countries considered are USA, UK, Germany and France
Source: Grail Research & Monitor Analysis; SAT Departure Survey, 2003i 2009

May 2012 9 | Copyright © 2012 SA Tourism



Market Attractiveness 1 Key Indicators

Total Spend in South Africa
.

Total spend by travellers from DRC has increased significantly from 2003 to 2009, while in 2009, Angolan

travellers spent the most compared to the other three countries
Groun of Total Spend
Total Spend in South Africa (ZAR) P 2003i 2009
Countries
(ZAR)
1000 nn2 [ _1200A 2009
UPDATE AND USD Four
. 9.5Bn
countries
1%,
587 Developed
eveloped 280.5 Bn
= Countries
2 500 -
African 80.1 Bn
Countries
0. Global 467.1 Bn
Angola DRC Kenya Nigeria
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Note: 'Developed countries considered are USA, UK, Germany and France
Source: Grail Research & Monitor Analysis; SAT Departure Survey, 2003i 2009
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Economic
Largest East African Economy

I
Kenya is the largest economy in East Africa and is expected to reach a GDP of USD23 billion by 2013

Gross Domestic Product, Current Prices (200) Kenyan Economy Overview

. Ranked 84t globally in terms of GDP size in 2009

(%)

23.0

19.7 20.1 20.7 L

183 187 188
172 . Hub of the East African market with most

2 organisations setting up headquarters in the capital,
o | 154 Nairobi
S
@ o

. Population of 38 million (2009), 10" largest in
Africa (represents 12% of broad East African
population)

L 4

. GDP of $18 billion (2009), largest in East Africa
(represents 44% of East African Community GDP)

2005 2006 2007 2008 2009 2010E 2011E 2012E 2013E
154 17.2 19.7 20.1 18.3 18.7 18.8 20.7 23

Source: IMF; OECD; Kenyan Government Websites and Speeches; Various News Articles; Kenya Bureau of Statistics; Grail Research & Monitor Analysis
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Economic
Robust Economic Growth

DT ——_—__
However, due to a dip in 2008, caused by post election violence, drought and the global financial crisis, Kenya has
been growing a little slower than the Sub-Saharan African average, but faster than other developing regions

Real GDP % Change

GDP
(Bn USD)

Note: 1Gross Domestic Product Growth Rates at Constant Prices (2000)

Real GDP Growth Rates!?

6.0%

2005
154

I
I
I
L
: Forecasts
I
I
|
|
6.9% :
6.3% | 6.3% 0%
: 5.8%
I
I
Post election violence, :
drought, high food and fuel | 4.1%
prices and the global [
financial crisis :
I
L
2.4% :
I
I
1.3% :
I
I
I
!
2006 2007 2008 2009 2010E 2011E 2012E 2013E
17.2 19.7 20.1 18.3 18.7 18.8 20.7 23.0

Kenya
Angola
China
Russia
India
Nigeria
Tanzania
DRC
UAE
Brazil
Uganda

Italy

GDP Growth Rates, 2005-13E

I 7

| 12.2%

| 11.7%

| 11.1%

| 11.0%

| 9.3%

| 8.9%

| 8.4%

| 7.8%

| 6.6%

| 6.4%

2.4%

Source: IMF; OECD; Kenyan Government Websites and Speeches; Various News Articles; Grail Research & Monitor Analysis

13

| Copyright © 2012 South African Tourism



Economic
Highly Diversified Economy

DT ——_—__ .
Agriculture and services are the key drivers of the
the continued growth of all sectors will contribute to sustained economic growth

GDP Composition by Sector Sector Performance Overview

3% T 205 =7 Othe"
3% | 4% Construction . Output is expected to normalise in 2010,

5% 6% Public administration benefitting from more stable power

““““““ - and defense Manufacturing provision and increased credit supply to
11% 11% Tran'sport and and the private sector

) communication Construction . Construction will continue to lead

———————— economic recovery, stemming also from
10% 1195 | Finance, insurance, high public investment in infrastructure

real estateetc. 0 —T—m————TTT—"V"TF"- = =

. Transport, communications, tourism and
Manufacturing domestic trade are key drivers of the
economy
T Tourism arrivals show a positive trend
T Aggressive market diversification by
government

Wholesale, retail, Services
restaurants, hotels

Billion USD

Other services

Above average rainfall is expected in
most parts of the country

., Good harvests will reduce pressure on
Agriculture Agriculture domestic fOO(_j prices S .
Government investment in irrigation will
also increase food supply

2001 2008

Source: African Statistical Yearbook; Monitor Analysis
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Economic

Stable Economic Fundamentals

DTS I
Solid fundamentals such as relatively low and stable, controlled inflation and moderate efforts to decrease
government debt augment this view

Average Annual Consumer Price Inflation, Government Debt as Percent of GDP i Kenya,
2009 - 2013E 2000 vs. 2008
16.2%

9.9%
9.3%

%
% of GDP

6.0%
5.0% 5.0% 5.0%

4.3% 4.1%

2005 2006 2007 2008 2009 2010E 2011E 2012E 2013E 2000 2008

Source: IMF World Economic Outlook; Grail Research & Monitor Analysis
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Population

Modest Population Growth

DTS I
The population is growing at a healthy rate of 2% p.a. and this is expected to continue until 2015

Total Population, 20007 2012E World Population Ranking, 2010
#1 China
38 #2 @ India
3 34 35 3 #3 M= United States
#4 E Indonesia
#5 Brazil
9 #6 Pakistan
% #H7 Nigeria
South Africa
Kewa
#33 in world and #7 in Sub
Saharan Africa for

2005 2006 2007 2008 2009E 2010E  2011E  2012E population size

Source: IMF World Economic Outlook; Grail Research & Monitor Analysis
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Population

Population Concentration

DT ——_—__ .
The majority of the economically active population is concentrated in Nairobi, augmenting its position as a
potential hub for the East African Region

Split of Kenyan Population by City, 2009

Overview of Population Concentration Dynamics

. The urbanisation rate in Kenya was 32%
in 2009, with an urban annual growth rate

of 4%
. Most of the rural to urban migration is to

This is the average Nairobi and Mombasa

SUAEUEpl)e 2 . Nairobi is the financial / economic capital
n towns and cities in . . .
- Kenya of Kenya with the highest concentration
it of the population and the most
© 1,661 1,631 1,623 1,603 economically active portion of the

G%)  @%)  (4%)  (4%) population

. Mombasa ranks 16th in terms of
population size and accounts for 2% of
the total Kenyan population

541 , Mombasa is, however, the tourist capital
of Kenya and also houses a number of
retirees and senior government officials

[ .
; Nairobi | Kakmega Bungoma Kiambu  Nakuru  Average

[ Fp—— |

Source: Kenyan Bureau of Statistics; Princeton University Programme in Urbanisation and Migration; Grail Research & Monitor Analysis
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Population
Increasing Workforce

A significant portion of this population is below the age of 30 but a large number of youth will emerge into the work

force in the near future

Kenyads Demographic Distribution by Age,

(Percentage

8.4%
50+ 8.8%
9.5%
7.3%
40-49 7.4%
7.8%
30-39 Economically Active
Labour Forcei the 0-19
group is transitioning to
19.4% economically active
20-29 18.9% groups
17.6%
53.5%
0-19 52.5%
51.0%

I 2005
12010
B 2015

Source: United States Census Bureau; Grail Research & Monitor Analysis
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Population
Growing Disposable Income

I
Population growth, coupled with economic growth, has resulted in increased disposable income levels

Household Disposable Income! (per household; 20051 2015E)

CAGR: 4%

Thousand USD

2005 2006 2007 2008 2009 2010 2015E

Note: 1The USD value of household income was obtained by applying the 2010 Ksh / USD exchange rate to the 2010 Ksh value of household income and
then applying the y-o-y growth rate of the Ksh values to the USD value

Source: Euromonitor; MasterCard Worldwide Index of Consumer Confidence; Grail Research & Monitor Analysis
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Population
Split of Income Across the Population

Unlike most African countries, Kenya has a significant and growing middle class, although 53% of household
income is still held by the richest 20% of the population

Household Income Breakdown by Population, 2006

4 A

AfnJames Shikwati | a
economi st , esti matles
population of approximately 37
million, about four million are in
the middle class, making between
$2,500 and $40,000 a yearo

T New York Times, Feb 2011

ﬁrhe proliferation of apartments m

Nairobi and other urban areas is a
clear indicator that Kenya has a
thriving middle class, squeezed
between the upper class and the
lower class who earn their living

t hrough such actijvi

!‘ XN lkai, Standard Mobile Columnist ‘
Highest 20% Second 20% Third 20% Fourth 20% Lowest 20%

Percent of Total Country Income / Consumption

Source: World Bank; Grail Research & Monitor Analysis
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Technology

Exponential Mobile Penetration Growth

DT ——_—__ .
The emergence of a large young population combined with a lack of alternative communication infrastructure has
led to a rapid increase in ICT penetration over the last decade

Mobile Cellular Subscription Penetration Internet Users as a Percentage of Total
(20007 2009) Population (20001 2009)
The growth in the number of Internet users jumped due
; - 49% to mobile phone data
mobile subscriptions can be , h H
attributed to multiple SIM services through 3G

networks, most of which is
activity on social networking
sites mainly by young
people

ownership and an increased 42%
number of service providers

offering attractive promotions 10%

30% 9%
%
g, SN

%
%

20%

13%
36 3% 3%

7%
0,
by 2% 5% 1ot 1%
0 0
0 0%
0% =

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Source: United Nations Statistical Database; Grail Research & Monitor Analysis
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Technology

Shifting Mobile Landscape
DT ——_—__ .

Data usage is expected to rise and with a few key players spearheading this growth

Mobile Operator Market Share, 2010 Mobile Technology, 2010 vs. 2014F

Essar Telecolm Kenyp
Orange Kenya
Zain Kenya
W-CDMA
Safaricom -CDMA
GSM
2009 2010 2014F
Kenya expected to have phenomenal growth in
~Safaricom dominates the market accounting W-CDMA supporting high data rate
for 77% of market share transmission for internet access and other
services

Source: GSM World; WCIS - Subscription Forecast 2009-14; Grail Research & Monitor Analysis
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Technology

High Use of Internet and Social Media
.

Whilst Google is the most widely accessed website in Kenya, Facebook is commonly used to connect with people,
and share news, opinions and pictures; Facebook is dominated by the younger population, most of whom are

male

Top Websites in Kenya, 2010 Kenyan Facebook Demographics, 2011
1 Google.co.ke
— g - Male
[ ] Female
2 Google.com
x
(¢}
n
Facebook.com ‘5\
4 Yahoo.com
5 YouTube.com
[ 11824
Kenya boasts over 1.055 million users on Facebook S I 35-44
T Represents 2.63% of the total population and < [ 45+
26.41% of the online population. o

Source: Alexa.com; Socialbakers.com; Techposite; Grail Research & Monitor Analysis
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Technology

Fundamental Shift in Information Access

DTS I
The increase in ICT penetration has fundamentally changed the landscape by significantly increasing the options
to access information and improving potential payment methods

ICT Usage Patterns

Implications for Tourism

., Mobile Money Options?

. Mobile Internet

. Increasing Internet Access (78 licensed ISPs, over
1,000 Cyber Cafes / Telephone Bureaus)

i

. Increasing use of smart phones (GPRS- or UMTS-
enabled) as they become more affordable

. Universal Mobile telecommunications System (UMTS)
is one of the 3G mobile-telecoms technologies
increasingly being adopted

L

. Increasing computer ownership

L

., Across all generations, mobile phones are being used
in new and exciting ways
i Instant updates from social networking sites
I Enquiries about market commodity prices
i Ordering new supplies, restocking
i Paying utility and hospital bills, receiving wages,
etc.

. Increased ability for travel agents to offer packages of
flights, hotels, transfers and car hire at cheaper rates

s

. Information regarding destinations is more readily
available online along with easier online booking
making consumers more likely to make purchases

s

. Travellers can share travel experiences through social
networking websites as Kenya has one of the fastest
growing rates of increase in Facebook usage

L

. Increased convenience for consumers as airlines, bus
companies and the countr
converging their bookings and check-ins using mobile
and other handheld communication devices

U § s

o

. Increased choice of payment methods for travellers
through the internet as well as the four mobile money
payment options that exist in Kenya

Note: 'M-PESA by Safaricom, Zap by Zain, yuCash by Essar and Orange Money (lko Pesa) by Telkom Kenya
S o u r Kemya atdhe Tipping Point?0 , Poverty Reduction and Economic
Euromonitor, Sept 2010; 6 Tr a v e | and T &womoni#om Jul 2R1®;rGyad Reéearch & Monitor Analysis
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Technology
Payment Environment

DT ——_—__ .
Kenyai s st i lbhsedaecofiompws hal t hough banking usage IS gr owi ng
used Payment Industry in Kenya

Kenyans with Access to  Credit Card Penetration for
Banks, 2009 the Banked Acquisition of credit cards
Mobile banking has spurred growth in the banked
18% Banked population over 150% since 2006
., Credit is relatively easy to access with few
Credit Card documents required
Holder ., Limit on cards is set at gross monthly income

., Credit Cards are offered by the six largest banks as
well as some of the smaller upcoming banks

Usage

Credit card usage hit a record high in 2010
accounting for 8.11% of plastic card transactions in

82% Unbanked the economy in 2010Q3
. However cash remains, the main method of
Non Credit payment due to a strong aversion for debt and
60% Card Holder inadequate point of sale network

Tourism Highlight

CFC Stanbic launched a Msafiri credit card in
partnership with KQ
The card offers points and other advantages
T Benefits include VIP lounge access, upgrades
and travel insurance

[ ~80% of Kenyans are still unbanked ] ., The card was initially restricted to frequent flyers but

is now open to all customers and can be used at any
point of sale

Source: Central Bank of Kenya Statistics; Daily Nation, 2010; Expert Interview; Grail Research & Monitor Analysis
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Travel T Destinations

International Tourism

DT ——_—__
Despite a decline in overall international travel from Kenya, Uganda, Tanzania, India and South Africa are

becoming more popular destinations

Top International Destinations?! for Kenyan Travellers, 2006i 2010E

1,648
———— 38 22
— 114 — (29%) — (1%0)
- (7%)
7]
o
= 166
0
N .
o
o
O

929
(56%)

2006

Decline due to global
financial crisis and
political upheaval

2008

1,630

- 69 ——
71 (4%) 121

(12%)

2010E

|| south Africa .| USA [ Tanzania [ Uganda
[ Juk M Germany M Other

Note: Euromonitor Departures and Arrivals figures raises validity due to inconsistency with the SA arrivals data - Wherever possible, data was validated through
primary interviews; The arrivals and departure figures from Euromonitor should be used as an indicative figure; LAir travel accounted for 96.2% of total travel in

2006, 87.5% in 2008 and 87.4% in 2010; Figures include both business and leisure trips
Source: Grail Research & Monitor Analysis, Euromonitor

| lIndia

27

29
(2%)
51

(3%)

Uganda, Tanzania, India and
South Africa are emerging as
more popular destinations

i Uganda and Tanzania are
seeing significant growth
due to similarities in culture
and language as well as ease
of access both by air and
road, although most
consumers travel there by
road

The U.S and the U.K (and
Europe in general, except for
Germany) are becoming less
popular destinations due to
difficulties in accessing visas,
long flight times and the fact that
Kenyans are starting to take
pride in Africa and want to
discover more of Africa
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Travel T Destinations

International Destinations for Kenyans

.
Uganda, Tanzania and Germany are the largest international destinations for Kenyans with India and South Africa
emerging as more popular destinations

Canada -4 UK Germany
120.5 175.6
19.2 S

Total Trips from

Kenya 2010E

- ——— =

~1,629,700 !

Legend 199.8

Tanzania
133.2 36.7%

Major Destinations

- Upcoming Destinations

- Less Frequent Destinations

—— e ————y

# Number of trips, 2010 )
(6000 trips) South Africa
CAGR (20061 2010) 29.1

Note: Euromonitor Departures and Arrivals figures raises validity due to inconsistency with the SA arrivals data - Wherever possible, data was validated

through primary interviews; however, the figures should only be used as an indicative figure; *All modes of travel have been included here as most

international travel is by air with other modes accounting for very small percentages; Du b a i Egypt, China, Thailand were
figure for each could not be calculated

Source: Grail Research & Monitor Analysis; Euromonitor
| Copyright © 2012 South African Tourism
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Trip Booking
Overview

.
Travel agencies are the most important purchase channel for Kenyans accounting for 80% of ticket sales while

airline offices account for the remaining 20%
Airline Offices Travel Agents
There are ~120 IATA approved

The Nairobi i Johannesburg route
is currently serviced by Kenya travel agencies, 80% of which are
registered with the Kenya

Airways and SAA
Association of Travel Agents

Airline Ticket Booking Split!

T Other airlines that fly the route
through indirect flights include
Air Malawi, Air Tanzania, British
Airways and Ethiopian Airlines

Agencies are concentrated
primarily in Nairobi

Initiatives to accommodate
increased demand have been put
in place e.g. SAA switching to

aircraft with greater seating B Travel Agent
capacity [_] Airline Office

fiKenyan consumers still prefer the
personal touch of face to face
interaction which works to our
advantageo

- Kenyan Travel Agent
N J

Note: 1Booking split is based on Kenya Airways current booking trends
Source: Grail Research & Monitor Analysis; Kenya Association of Travel Agents Website
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Trip Booking

Travel Agent Packages
I

Kenyan consumers seek travel packages to destinations with new people and rich culture, however cost remains a
barrier to travel, especially accommodation costs when travelling as a family

Example of Travel Package Travel Packages

., Travel Agents currently offer both standard and

(12" ’ customised packages
z (P : i Most agencies offer standardised itineraries e.g.
TSy ‘ T4 two days Johannesburg - 2 days Sun City i 2
Al o | e A = days Cape Town i 2 days Garden route

25 - 26 March 2011

i Packages are typically inclusive of flights,
accommodation and activities

T Most agents allow some customisation of their
standard itineraries

., Kenyan consumers aspire for a taste of modernity
‘ b 3 as well as arich cultural experience with high
A e levels of interaction with new people from travel

. Many Kenyans are family oriented and as a result
there is high demand for affordable family packages

. While they tend to budget for travel, Kenyan
consumers typically make purchases last minute

., There is pressure to reduce the cost of packages
e e which are typically from USD1,500 to USD2,200

Head Office :Tel- 254 20 22483712 Junction: 254 20 3876558 Village Market :Tel - 254 20 7122080
Email :info@carisonwagonlit.coke.  www.bunsontravel.com

e per person for 7-10 days

I Accommodation is typically the largest cost
item for Kenyan consumers travelling to South

Africa
-

USD$ 770 pps* |

Rates include
-M Greet service

Cost remains a barrier e.g. this package is USD 700
pp for 5 days

Source: Grail Research & Monitor Analysis
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