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OVERALL TRAFFIC CONTINUES FLAT, OLYMPICS DECLINE CONFIRMED

1. Overall trans-Atlantic traffic was flat in August for the fifth consecutive month,
with the leading carriers reporting an average increase of only 0.4 percent. The carriers reduced
capacity by an average 0.1 percent and maintained a high average load factor of 88.2 (down
only slightly from June’s average 88.9. See the Trans-Atlantic Traffic Trends chart.

2. U.S. travel to Europe barely rose in July, up only 0.8 percent for the month, according to
the latest figures from the U.S. Dept. of Commerce. That compared to +4.7 percent for the first
two months of the peak season. Thus U.S. visits finally began to reflect the low-growth trend of
overall trans-Atlantic traffic. See the Volume of Travel to Europe chart.

3. Travel to Britain dropped 5 percent in July despite—actually, because of—the
Olympics (which opened July 27). Traffic from the U.S. and Canada was down 9 percent,
according to provisional figures from VisitBritain. A decline was not unexpected; most previous
Summer Olympics host countries have reported that Games-related traffic could not make up for

For the year, U.S. traffic to Britain is still up 4 percent; overall traffic is up 1 percent. See

No. 13 below for VisitBritain’s follow-up campaign, now underway.

4. The U.S. State Dept. does not foresee unrest spreading to Europe over an anti-
Islamic video posted on YouTube. Crowds angered by the amateurish “trailers”
targeted U.S. embassies and consulates in Cairo, Tunis, Benghazi (where the ambassador to Libya
and three other Americans died), and other Middle Eastern cities. The main person behind the
video was identified as Nakoula Basseley Nakoula, a former gas-station owner living outside Los
Angeles who had served a recent prison term for bank fraud and who described himself as an

Egyptian-American Coptic Christian.
JOBS SLOW TO RECOVER, CENTRAL BANKS ON ATTACK, DOLLAR’S DOWN

5. The European Central Bank bought more time to solve the euro crisis with its plan to

buy debt bonds issued by Spain and other countries. The plan benefitted last week from the election
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of pro-European Union parties in the Netherlands and from a high-court decision in Germany
allowing the Merkel government to provide critical support toward stabilization.

Although the bond-purchase plan advanced by ECB Chief Mario Draghi is far from a done
deal, rates on both Spanish and Italian bonds have dropped dramatically, and that was
an immediate objective. Meanwhile, Spain is preparing a new fiscal-reform (read: “austerity”)
program to qualify for direct aid; a formal request for such is expected in weeks.

6. Another measure of Draghi’s success is the recent resurgence of the euro. In two weeks, the dollar
has plunged to €0.76 vs. the euro. That's down 8.4 percent from €0.83 in July, the dollar’s 25-
month high. Concern over the weakness of the U.S. recovery, below, is another factor. The dollar is
nearing its low for the year, €0.74 in March. See The Euro vs. The Dollar graph.

7. The slight summer breeze of U.S. economic optimism was blown away by the
August jobs report, which said only 96,000 were added in the month, and that 41,000 fewer
jobs had been added in June and July than previously estimated. A slight decline in
unemployment to 8.1 percent was no consolation; that simply reflected the abandonment of job
searching by tens of thousands of Americans.

8. The bad job news led the Federal Reserve vote last week to pump many more dollars
into the U.S. economy through the purchase each month of $40 billion worth of mortgage-backed
securities until employment picks up significantly. Chairman Ben Bernanke said, “A weak job market
should concern every American,” in announcing the Fed’s third and largest “quantitative-easing”
program yet. And Bernanke promised “to give it time to make sure the recovery is well established.”
The Fed, voting 11-1, explicitly stated that creating jobs is its most important task at hand, and that it
saw litlle reason to worry about inflation.

9. Stock markets responded, with the Dow jumping Friday to 13,593 (its highest since
November of 2007). The Fed hopes the rise in stocks, particularly in widely held 401(k) accounts, will
encourage more consumer spending.

10. Despite the bad jobs report and before the Fed took action, consumer confidence rose
unexpectedly, with the Thomson Reuters/Univ. of Michigan index bumping up to 79.2 in early
September from a revised 74.3 in early August. Previously, the Conference Board had reported a
sharp drop to 60.2 in late August from a revised 65.4 in late July.

TRAVEL IS A BIG PART OF THE SOLUTION

11. On the negative side, oil prices continued to rise, to $99 per barrel over the weekend, a
four-month high. Gasoline was up to $3.87 per gallon of regular (national average), or 17

cents in two weeks. That in turn pushed up the consumer price index by 0.6 in August, the biggest
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jump in three years. The higher fuel prices were attributed, in part, to the effectiveness of the
sanctions against Iran and to turmoil elsewhere in the Mideast.

President Obama was said to be considering a release from the Strategic Petroleum Reserve
to check further price increases.

12. Tourism is creating U.S. jobs at a faster rate than the overall economy, says the

U.S. Travel Association. The travel industry accounted for 7,000 new jobs in August alone,
according to the industry group.

Since the job recovery began in March 2010, travel and tourism has accounted for
291,000 new jobs, or 8 percent of the U.S. total. “The travel industry is a unique job engine
because it is more labor-intensive, export-oriented and outsource-resistant than the rest of the

economy,” said David Heuther, the group’s senior vice president of economics and research.

‘GREAT’ BRITAIN AD PUSH, MAGMA BUILDS BENEATH SANTORINI

13. VisitBritain launched a new wave of ‘GREAT’ promotions to exploit the momentum of

14.

the Olympics, seen by a vast global TV audience. The office acknowledged the drop-off in
arrivals during the Games themselves (August figures may be even worse than July’s), but
promised “to market the hell out of it and strike while the iron is hot.” Past Olympics host

countries have frequently failed to roll out campaigns before the buzz had evaporated.

In the 14 cities targeted worldwide before the Olympics (including New York and Los
Angeles), research found that 75 percent of recent travelers would now consider a holiday in
Britain. That image campaign reached more than 90 million people, VisitBritain said.

The £13.5 million follow-up effort, a partnership with British Airways and other travel
interests, includes a seven-month run of ads in National Geographic magazine; advertorials in
Time Out magazines in select cities; and a new video, “Memories are GREAT,” positioned on
consumer websites around the world. On offer are specific good-deal packages and prices.
Target countries include the U.S., India, China, Japan and the Middle East.

The EU may buckle and suspend its new carbon-emission (ETS) rules for airlines
in the face of near-universal opposition of other regions, the Associated Press reported. With
China threatening to halt purchases of Airbus aircraft, with India prohibiting its carriers from
taking part, and with the U.S., Canada and Australia urging the EU to await implementation

of a global solution, the EU may have no choice.

The UN'’s Civil Aviation Organization will take up the issue, but not before September
2013. In the meantime, the EU must either relent or face a trade war that could make a difficult
economic situation considerably worse.

The ETS, instituted earlier this year, requires airlines to begin actually buying credits next
April to offset the carbon emitted for the entire length of flights to and from Europe. European
airlines also oppose the EU plan.
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15. Magma is building up beneath the volcano that blew most of Santorini out of the
Aegean Sea 3,600 ago (the resulting tsunami swept away the entire Minoan civilization).
Nothing nearly so cataclysmic is forecast for the immediate future, even though the extra 350
million cubic feet have lifted the 1.2-square mile island of Nea Kameni in Santorini’s lagoon more
than five inches over 18 months. That buildup is estimated to be less than 1 percent of the volume
preceding the Minoan blast that created the caldera-bound lagoon. The volcano last erupted, via
the Nea Kameni cone, in 1950.

16. The opening of the new Berlin-Brandenburg (Willie Brandt) Airport has been pushed
back yet again, this time from March to Oct. 27, 2013, or two years beyond its original opening
date of October 2011. Four months ago, the problem was that the fire-suppression system was
not ready. Apparently cost overruns and the need to refinance have been added to construction
problems.

17. Exhibitors and journalists continue to sign up for the rapidly approaching Visit  Europe
Media Exchange.
The Media Exchange takes place at the Harvard Club in New York, Monday, Oct. 22,
and at the Hilton in Chicago, Thursday, Oct. 25. Go to VisitEuropeMediaExchange.com
for full details and contact links.

Neil S. Martin
TransAtlantic@Qdnmartinco.com
Donald N. Martin & Company
646/ 250-8704
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