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Shaping the Travel Industry

Booking Holdings, owner of incumbent
online travel agent (OTA) brands including
Booking.com, Priceline and Agoda, has
been instrumental in the digitalisation of
the travel industry over the last 20 years.
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Travel is a large and growing industry. Since 2010, the
travel industry has exhibited attractive +4% growth,
driven by both hotel and airline sub-industries, as
well as accelerated +10% growth in short-term rental
accommodation due to the popularity of Airbnb. Currently,
consumers globally spend a staggering US$2.5t a year
on travel and this trend is set to continue, fuelled by
favourable demographics such as the rise of middle-
income consumers as well as changing societal norms
where consumers increasingly favour experiences over
physical possessions.

In 1997, Booking launched Priceline, one of the first OTAs for
hotels, and quickly recruited thousands of independent and
unbranded hotel owners to the platform. To build scale, the
company acquired Booking.com and agoda.com, which allowed
the company to establish an early foothold across major
developed markets. Shortly after this, Booking added new travel
verticals including car rentals and flights to provide guests with a
more holistic travel offering.

Scale is paramount for this business model. Guests will visit an
OTA platform if they trust they will find a suitable hotel anywhere
in the world and, equally, hotel owners will list their property
on a large OTA platform knowing they gain access to the most
prospective leisure guests. Booking monetises its platform by
charging hotel owners a ~15% revenue commission fee for each
filled room. Booking drives additional customer traffic to hotel
listings by purchasing advertising placements on Google Hotels
or other metasearch platforms such as TripAdvisor. Booking’s
scale, industry-leading data and tools allow it to advertise at a
lower cost compared to an independent hotel owner.
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Increased mobile usage quickly shifted bookings online. OTA
bookings currently account for ~70% of total intermediary
bookings, up from ~40% in 2009. Booking will continue to benefit
from this shift online in Europe and North America where there
are residual opportunities, as well as new Asia-Pacific markets
where online usage is more nascent.

Due to its immense scale, Booking has successfully established
a dominant two-sided marketplace by connecting millions of
small, independent hotels across the world with millions of
leisure travellers. This has solidified its dominant ~40% share
of the global OTA market, including up to ~75% share in certain
Western European markets. Maintaining quality customer
service for a fragmented network of hotel owners is costly;
however, importantly, this creates a meaningful financial barrier
to entry and has helped protect against competitive threats from
smaller OTAs and disruption from large technology players such
as Google. Booking also benefits from scale advantages in IT
infrastructure, data engineering capabilities and brand marketing
compared to smaller, less-profitable OTAs.

Undoubtedly, the pandemic was a major disruptive event for the
entire travel industry. However, Booking’s management team
used this crisis to build its dominance. Notably, the company
accelerated its offering in flights, car rentals and short-term
rentals to increase its competitiveness against peers, Expedia
and Airbnb. Booking is quickly becoming the one-stop shop for
all your travel needs. These initiatives have increased customer
retention metrics and direct traffic to Booking’s website and
mobile app, together representing an impressive ~55% of its
total bookings. Combined, these initiatives are creating more
loyal and higher-value customers for Booking. This manifests
as lower advertising expenses, higher company profitability,
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higher returns for shareholders and a stronger competitive moat. Booking has further bolstered
It is remarkable its value proposition via the rapid expansion of its Genius loyalty program across all brands to

. offer competitive discounts to guests who book frequently on the platform. It is remarkable what
What BOOklllg and Booking and its management team have delivered during a period of extreme volatility.

its management The future of the travel industry is exciting. How consumers seek travel inspiration, search for
t h their next dream destination and complete their final booking transaction will continue to evolve.
eam nave . .
. . One day it may be possible to book all your travel needs seamlessly on one platform, augmented
dellvered durlng a by a personalised Al travel assistant. While it is still early stages, Booking is already trialling Al
. d f assistant tools in the US and UK to improve the user experience. Booking’s market dominance and
Perlo of extreme innovative, consumer-centric culture have been critical to its success to date and place it at the
Volatility forefront of industry change over the coming decade.

Sources: Company filings, Euromonitor.
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Important Information: Units in the funds referred to herein are issued by Magellan Asset Management Limited ABN 31 120 593 946, AFS Licence No. 304 301 (‘Ma-
gellan’). This material has been delivered to you by Magellan and has been prepared for general information purposes only and must not be construed as investment
advice or as an investment recommendation. This material does not take into account your investment objectives, financial situation or particular needs. This material
does not constitute an offer or inducement to engage in an investment activity nor does it form part of any offer documentation, offer or invitation to purchase, sell
or subscribe for interests in any type of investment product or service. You should obtain and consider the relevant Product Disclosure Statement (‘PDS’) and Target
Market Determination (‘TMD’) and consider obtaining professional investment advice tailored to your specific circumstances before making a decision about whether
to acquire, or continue to hold, the relevant financial product. A copy of the relevant PDS and TMD relating to a Magellan financial product may be obtained by calling
+61 2 9235 4888 or by visiting www.magellangroup.com.au .

Past performance is not necessarily indicative of future results and no person guarantees the future performance of any fund, the amount or timing of any return from
it, that asset allocations will be met, that it will be able to implement its investment strategy or that its investment objectives will be achieved. This material may contain
‘forward-looking statements’. Actual events or results or the actual performance of a Magellan financial product or service may differ materially from those reflected or
contemplated in such forward-looking statements.

This material may include data, research and other information from third-party sources. Magellan makes no guarantee that such information is accurate, complete
or timely and does not provide any warranties regarding results obtained from its use. Statements contained in this material that are not historical facts are based on
current expectations, estimates, projections, opinions and beliefs of Magellan or the third party responsible for making those statements (as relevant). Such statements
involve known and unknown risks, uncertainties and other factors, and undue reliance should not be placed thereon. This information is subject to change at any time
and no person has any responsibility to update any of the information provided in this material. No representation or warranty is made with respect to the accuracy or
completeness of any of the information contained in this material. Magellan will not be responsible or liable for any losses arising from your use or reliance upon any
part of the information contained in this material.

Any third-party trademarks contained herein are the property of their respective owners and Magellan claims no ownership in, nor any affiliation with, such trademarks.
Any third-party trademarks that appear in this material are used for information purposes and only to identify the company names or brands of their respective owners.
No affiliation, sponsorship or endorsement should be inferred from the use of these trademarks. This material and the information contained within it may not be
reproduced, or disclosed, in whole or in part, without the prior written consent of Magellan.
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