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Since season (2011/2012) CLIA Brazil and Fundacao Getulio Vargas (FGV) have
been monitoring the cruise sector, which has (clearly) positive impacts in the

tourism economy as well as in several destinations over the Brazilian coast.

CLIA Brazil hopes that this study may work as specialized
information as well as an instrument to drive public policies,
strategies, scenarios and indicators for the cruise sector’s
growth, optimizing the benefits of this relevant activity in
the country.

The present study is a seasonal update

based on interviews with the cruiselines.
Therefore, the results related to the
tourists profile are the same of

the season 2016/2017, used to

calibrate the actual results.
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Concerning the supply perspective, several issues have
been investigated in this volume, such as the food supply
chain (food & beverages), job creation, wages, local taxes
paid by cruise lines and fuel, among others. They have
all produced economic impacts either in local or national
levels in direct, indirect or induced ways.

The business opportunities generated by cruises are
not restricted to the coast cities, but also to a range of
countryside ones, due to the supply chain organization

for purchasing products and services from different
regions in Brazil.

MAIN OBJECTIVES OF THE STUDY

To analyze the macroeconomic environment and the
cruise sector.

To evaluate the economic impact of cruises in the
Brazilian coast during season 2018/2019.

To evaluate the evolution of numbers from the present
N/ season compared to the previous one.

5
A .’3" O To identify travelers’ profile and travel habits.
- ) ‘/‘



After strong growth in 2017, the global economy started to
slowdowninthe second half of 2018, reflecting a confluence
of factors that affected the world’s major economies. The
forecast points to a reduction in global growth from 3.6% in
2018 to 3.3% in 2019, returning to 3.6% in 2020.

The Chinese economy also lost dynamism, following a
combination of regulatory constraints and increased trade
tensions with the United States.

In the Euro Zone, the economy has presented reduced
growth beyond expectations due to weak consumer and
business economic confidence. In addition to that, German
car production has been disrupted by the introduction of
new emission standards. In Italy, general investment was
also reduced as foreign demand, especially from emerging
Asia, narrowed.

Tensions in trade relations have increasingly damaged
corporate confidence, and thus expectations in the financial
market have worsened. As a result, financial conditions are
putting a lot of pressure in the most vulnerable emerging
markets and might reach advanced economies later in
2018, generating negative impact to global demand.




Conditions got betterin 2019 as the United States Federal
Reserve proposed a less agressive monetary policy
provoking markets to became a little more optimistic
about a US-China trade deal.

In Brazil, the economy continued to react (still
moderate) and showed a positive result in 2018
(+1.1%), continuing growth stablished in 2017 (+ 1.0%),
leaving behind the falls of Gross Domestic Product -
GDP. 3.46% in 2016 and 3.55% in 2015.

In the first quarter of 2019, the Brazilian Gross
Domestic Product (GDP) declined (-0.2%) compared
to the fourth quarter of 2018, in the seasonally
adjusted series. Compared to the same period of
2018, GDP grew up by 0.5%. In the four quarters
ended March 2019, the accumulated index rose
0.9%, compared to the four immediately preceding
quarters.

Value added services grew up 1.2% compared to the
first quarters of 2019 and 2018, with positive variations
in all its activities. The highlights were the economic

activities of Information and Communication (3.8%), Real
Estate Activities (3.0%) and other service activities (1.4%),

which include tourism-related activities.



According to the World Tourism Organization (UNWTO), world travel achieved the

predicted targets, registering 1.4 billion international tourist arrivals in 2018, when
compared to 1.3 billion in 2017 (6% higher). Those numbers represented a world
record, with growth registered for the ninth consecutive year, something that had
not occurred since the 1960s.

From the total 1,4 billion international tourist arrivals in 2018, 713 million are related
to Europe (6% more than 2017), 343 million to Asia and the Pacific (an increase of
6%), 217 million to the Americas (3% more), 67 million to Africa (7% more) and 64
million to the Middle East (10% more).

Total export revenues in international tourism (travel and passeng
e

reached $ 1.7 trillion in 2018, representing
. s B Ll - -
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Travel numbers in Brazil are important to the cruise sector as the great
majority of the cruise travelers are Brazilians in domestic tourism.
The cruise industry remains a relevant incentive for travelling in the
country.

The cruise industry continues to grow in the world. That is driven
mainly by the increase in the number of cruises. In 2019, 24 new
vessels started their operations with a total additional capacity of

42,466 pax. By 2020, 25 new vessels will operate with an additional
total capacity of 43,080 pax (Cruise Industry News).

CLIA"s numbers show that, in 2018, the total number of cruisers
was 28.5 million. In 10 years, demand for cruises has increased
by just over 60%, from 17.8 million in 2009 to the current 28.5
million.

Graphic 1 | NUMBER OF PASSENGERS IN THE WORLD (million)
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In 2018, 206,939 tourists (Brazilian residents) have travelled in international cruises, an increase
of 32.8% when compared to 2017. That generated a total income of R$ 570.1 million (+39.1% than

2017).

The Caribbean and the Mediterranean were the main destination for Brazilian residents travelling

abroad for international cruises.
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BRAZILIAN SEASON 2018/2019

In the 2018/2019 season, 7 ships were in operation at the Brazilian
coast, reaching a total of 462,504 pax. The increase in the total
number of pax, compared to the previous season’s, also with 7
ships, can be explained by the efficiency and size of the vessels.

The number of vessels in the Brazilian cabotage season began to
be reduced in the 2011/2012 season, reaching a total of 7 vessels
in 2016/2017, same numbers of the present season. That is also
explained by the higher efficiency of the itineraries and ship sizes.

Comparing the average number of cruisers per ship of the 2018/2019
season with that the 2017/2018 season, it can be seen that efficiency
is a positive aspect of the Brazilian cruises, as shown below.

Graphic 2 | NUMBER OF SHIPS
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Graphic 3 | NUMBER OF PASSENGERS
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Graphic 4 | CRUISE PASSENGERS PER SHIP (AVRG)
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CRUISE
SHIPS
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Costa

pullmantur
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SHIPS

SHIP CAPACITY
SEAVIEW 5429
POESIA 3,013
FANTASIA 4,363
ORCHESTRA 3,013
FAVOLOSA 3,800
FASCINOSA 3,800
SOVEREIGN 2,733
133 26,151

CRUISES AVAILABILITY
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TOTAL CAPACITY
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1,413
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The data below shows ships passing through the Brazilian coast in the season 2018/2019. These
ships started their trips abroad, passed through Brazil and followed their routes in open waters
(they do not depart or arrive from ports in Brazil. They are in transit only).

CRUISE SHIPS TRANSIT

22 17 29
SHIPS PASSING DIFFERENT CRUISE
THROUGH LINES TOTAL DESTINATIONS
28,382 11,405 206
TOTAL CAPACITY CREW MEMBERS NIGHTS
229,238 101,074
CALLS x PAX CALLS x PAX
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ECONOMIC
IMPACTS
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Cruise lines and traveler expenses (including crew) generate economic impacts
that can be divided into direct, indirect and induced.

Directimpacts are the tourists, crew and shipowners' expenses with goods
and services. The companies that receive these expenses directly also buy
products and services in other economic sectors and those are indirect
impacts, that includes, for example, hotels buying food & beverage

services.

During the rounds of direct and indirect impacts, the economic
movement is reverted to the local residents throughout wages,
distributed profit, rents and other expenditures that characterize the
induced impacts.

Among the main cruise lines expenditures are wages, expenses with
food & Beverages (supply), water, garbage discharge, fuel, travel
agents' commissions, port expenses, taxes and replace promotion to
marketing.

Concerning the travelers expenses (passengers and crew) at
embarking/disembarking and transit, the general economic
movement considers local tourists tours, shopping, food & beverages
and local transport (immediately before or after the cruise). According
to the cruise lines operating in Brazil, the cruise average ticket was
R$ 2,929.00 (in 2017/2018 was 2,214.00) and the average travel was 5.5
days (in 2017/2018 was 5.9 days).

©

RS 2,929.00

cruise average ticket

5.5 days

average length of the trip
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ECONOMIC IMPACT OF THE CRUISE SECTOR

The following figure illustrates the activities impacted by the cruise sector

ECONO
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Travelers

(Passengers/Crew)

Crew

Ports

Cruise lines Taxes

Direct / Indirect

Passengers Food, shopping, excursions, transport, etc

Ports Fees: taxes, pilot towing, embarking /

disembarking services, etc.

—e Ports, companies in the sector: cruise sales, fuel,

employees, etc

Supply chain —e Food, beverages, water, fuel, services in general, etc.
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Air transport
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Transport at destinatio
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Ticket (entrance)

Hospitality
( before or after the cruise)

Shopping
(souvenirs)

TOURISM
CHAIN
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Destination Image

l

Destination Marketing
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RESULTS FROM SEASON 2018/2019

In order to analyze the economic impact of
the segment in the 2018/2019 season, a
research was conducted with the main cruise
lines operating in Brazil.

The research was complemented by
quantitative data from the survey conducted
in 2017, with monetary updating of the
values. That study analyzed passengers and
crew members expenses outside the ship, as
well as, during the cruise (including expenses
immediately before or after the trip).

The main objective of this report is to
evaluate the cruise user's impacts at the
Brazilian economy and tourism destinations.
Therefore, expenditures with the travel
packages or expenses onboard the ship were
not considered.
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CRUISE LINES Results from season 2018/2019 and comparison to season

2017/2018 (%)

izg 2018 | 2019 2017 | 2018 Variation

R$ 422.8 MM R$ 328.8 MM +28.6 %

2017 | 2018
R$ 209.2 MM +14.6 %

Variation

“r©1 2018 | 2019

R$ 239.8 MM

Supply chain

AN
2018 | 2019
&80

R$ 160.7 MM

Variation

2017 | 2018
R$ 138.9 MM +15.7%

Taxes

Ty -
2018 | 2019 2017 | 2018 Variation
™ ‘ R$ 81.9 MM R$ 64.4 MM +27.2%
ravel Agencies
and Tour Operator
Commissioning -

2017 | 2018 Variation
R$ 35.9 MM +11.7%

@: 2018 | 2019

Marketing, guided tours, R$ 40.1 MM
local office

L% 2018 | 2019

R$ 29.9 MM

2018 | 2019
R$ 27.9 MM +7.2%

Variation

Water supply & waste
disposal

Variation

2018 | 2019

i em
w“ 2018 | 2019
R$ 23.3 MM R$ 21.8 MM +6.9%

»




PASSENGERS AND Results from season 2018/2019 and comparison to season
CREW MEMBERS 2017/2018 (%)

2018 | 2019 2017 | 2018 Variation
Retail R$ 329.7 MM R$ 291.1 MM +13.3%

2018 | 2019 2017 | 2018 Variation

R$ 325.1 MM R$ 288.6 MM +12.6 %
Food and beverage

-

X& 2018 | 2019 2017 | 2018 Variation
- +9.5%

R$ 175.8 MM R$ 160.5 MM

Transportation (before or &
after cruise trip)

L

@ 2018 | 2019 2017 | 2018 Variation
R$ 140.9 MM R$ 124.6 MM +13.1%

Sightseeing

QQE 2018 | 2019 2017 | 2018 Variation
Local transportation R$ 69.1 MM R$ 61.9 MM +11.6%

2018 | 2019 2017 | 2018 Variation
R$ 43.7 MM R$ 38.4 MM +13.8%
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TOTAL ECONOMIC IMPACT

Evolution of numbers | Million (R$)
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Total Armadoras Passageiros e Tripulantes

I M 2018/2019

The total direct, indirect and P
assengers and
induced economic impacts were Crewmembers (52%)
R$ 1.084 billion

R$ 2.083 billion. From those,
R$ 999 million were generated by

the expenses of the companies

RS 2.083

with fuel, taxes, purchases of A
P billion

supplies, travel agencies and
tour operators commissioning,

Source: FGV / CLIA BRASIL

(expenses with) water, garbage
) ) Cruiselines (48%)
discharge wages,aswellas,marketing R$ 999 million
and sales infrastructure, among

others. The total expenses of

cruisers and crew in the cities,  Total economic impact was 16.2% higher than

were R$ 1.084 billion. in 2017/2018 season, accounting for a total
increase of RS 291 million.
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The total economic impact generated by cruiselines in the season 2018/2019, was
approximately R$ 998.5 million. The direct impact summed R$ 447.3 million, the indirect
R$ 159.4 million and the induced R$ 391.8 million. Among cruiselines, the impact
generated by fuel expenses was the highest - approximately R$ 422.8 million, followed,
by food and beverages (R$ 239.8 million), taxes (R$ 160.7 million), commissions for travel
agencies and operators (R$ 81.9 million), marketing (R$ 40.1 million), water and garbage
discharge (R$ 29.9 million) e wages (R$ 23.3 million), as shown by the following chart.

Graphic 5 | CRUISE LINES TOTAL IMPACT IN THE BRAZILIAN ECONOMY, by type of
expenditure - Season 2018-2019 (million R$)

Suply chain 239.8
IS Travel Agencies and Tour 81.9
SS1)~ Operator Commissioning i
@: Marketing, guided 40.1
tours, local office :
QQ Water supply & waste 29.9
Im disposal /
23.3

Source: FGV / CLIA BRASIL

In regard to the origin of supplying products/material for cruise vessels in the Brazilian
season 2018/2019, most of them came from Brazil, especially Sdo Paulo and Rio de
Janeiro.
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PASSENGERS AND CREW

The total impact (direct, indirect and induced) of passengers and crew reached R$ 1.084 billion
during 2018/2019 season. The impact generated by local purchases and gifts (retail) was,
approximately R$ 329.7 million, followed by food and beverage (R$ 325.1 million), transport before
and / or after the trip (R$ 175.8 million), sightseeing (R$ 140.9 million), transport in the cities visited
(R$ 69.1 million) and lodging (R$ 43.7 million), as shown in the following chart.

Graphic 6 | PASSENGERS AND CREW DIRECT AND INDIRECT IMPACT IN THE BRAZILIAN ECONOMY, by
type of expenditure | Season 2018-2019 (million R$)

Transporta;ion (before 175.8
or after cruise trip)
S

Source: FGV / CLIA BRASIL

The average economic impact generated per traveler is

RS 581.35.
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JOBS CREATED

The expenses of the cruise lines and cruisers
generated relevant impacts on job creation
either onboard the ships or on services

related to the cruise industry.

The present study was based on the Input-
Output Matrix (MIP) from the Brazilian
Institute of Geography and Statistics (IBGE)
to develop the economic impacts. The
model represents the Brazilian economy
throughout 68 activities, with 128 product
categories. It estimates, throughout a set
of multipliers, the total impacts of activities
related to cruises on national production,
employment, income consumption and tax

collection.

The cruise sector has created
31,992 jobs in the Brazilian

economy during 2018/2019 season,

15.3% higher than 2017/2018.

32,722

2014/2015

[ Crewmembers

30,884

2015/2016

27,748
25,279

2016/2017 2017/2018  2018/2019

In 2018/2019 season, 31,992 jobs were
generated in the Brazilian economy, which
represents 15.3% more than season 2017/2018.
From the total of jobs created by the segment,
2,115 were onboard the ships (5.0% higher
than the previous season) and 29,877 other
jobs, direct, indirect and induced (16.1%
higher than previous season), motivated by
the expenditures of tourists and crew in cities
visited (embarkation / disembarkation), as well
as expenditures related to supply chain.

31,992

Source: FGV / CLIA BRASIL

M Direct and indirect jobs
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INFLUENCE FACTORS

There are opportunities for strategic expansion in the Brazilian
cruise market, as this has been the fastest growing tourism sector
in the world. The industry will have 25 new vessels on the market by
2020 with an additional total capacity of 43,080 pax.

—

by the cruiselines that serve the Chinese market in the Asian-

north seas. Ships are facing difficulties to access the south
Korean market and could be diverted to other routes. Attention
should also to be paid to the tensions established between
USA and Cuba, which may cause movement or replacement of

destinations, leading to the transfer of ships to other routes;




PROFILE AND TRAVEL
HABITS - CRUISERS

CONSOLIDATED RESULTS / BRAZILIAN AND
FOREIGNERS

This research was carried out in January and February of
2017 in the two main touristic ports of Brazil: Santos and
Rio de Janeiro.

The research was carried out with passengers / crew in
the following moments:

J, At passenger / crewmember s disembarkation (end of
the trip);

J, In transit carried out in the cities of Santos and Rio de
Janeiro, that is, when the passenger / crewmember
disembarked the ship to spend the day out.

The segment of cruisers is very specific with respect to
the travel habits of cruisers The results of the research
highlight that the recommendation of friends and
relatives (28.8%) and low prices (12.1%) were the main

influencing factors in the decision to take a cruise trip.

51.7% of the cruise users were travelling for the first time,
while 48.3% had already traveled on a cruisers (three

times on average).
































































