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DISCLAIMER

The views expressed here are
the presenter's and not
necessarily those of the

Federal Reserve Bank of
Minneapolis or the Federal
Reserve System.
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TODAY’S FOCUS
TOURISM & HOSPITALITY SURVEY

Quarterly survey in partnership with:
 Explore Minnesota Tourism

« Hospitality Minnesota

« Partnership established just before pandemic

 Almost 5 years of surveys

This survey:
 Conducted August 19-30; 266 responses

Hospitality exPLORE
MINNESOTA M) Niinesora
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QUICK TAKE-AWAYS

Poor summer overall in terms of revenue

Overall financial health = OK, but eroding

Biggest challenges: Inflation & wages

Pressures for both easing, but firms not feeling it
Hiring has softened notably; labor availability better
Outlook has declined from last year; neutral overall

Important: Each partner has own interpretation of
results; Q&A will give partners opportunity to offer
additional views and insights

Also: Lots of data (& quickly); will share PPT after
webinar for those interested in closer analysis
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RECENT REVENUE TRENDS



Recent revenue compared with last year

Revenue and foot
traffic fell notably Revenue compared with
compared with last same period last year

year m Significantly lower

®m Somewhat lower
Little or no change
Somewhat higher

m Significantly higher

Pretty clear that the

pandemic boom for Customer traffic
many has wore off, compared with same
and sector now period [ast year
going through some | | | | |
major adjustments 0%  25% 50% 75% 100%
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Recent revenue compared with last year

Aug-21

m Significantly lower

Aug-22 m Somewhat lower

Little or no change

Aug-23
Somewhat higher

m Significantly higher
Aug-24

0% 25% 50% 75% 100%

Summer 2021 was
remarkable ...

... and apparently
unsustainable
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IMPACT OF SEVERE WEATHER

Close to half of
respondents said
that severe weather
(e.g. June flooding)
had at least some
Impact on business

But every year likely
Sees some severe
weather that affects
some businesses

60% -

50% -

40% -

30% -

20%

10% A

0% -

Special question: What impact did flooding
or other severe weather have on summer

business?




EXPECTATIONS FOR FALL SEASON

Respondents
don’t see any
recovery in the
near term

Expectations for Fall/shoulder season compared
with similar periods in the past

Customer traffic
expectations compared
with last year

m Significantly lower

® Somewhat lower
Little or no change
Somewhat higher

Revenue expectations m Significantly higher

compared with last year

0% 25% 50% 75% 100%
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REVENUE SNAPSHOTS
BY FIRM TRAITS



REVENUES BY SUB-SECTOR

Revenue compared with same period last year

Allied & other businesses
(goods & services)

Sector doing best
—accommodation —
seeing lower
occupancy, but
average room rates
remain healthy

Food/drink establishment m Significantly lower

® Somewhat lower
Little or no change
Somewhat higher

m Significantly higher

Attraction/entertainment
company

Overnight accommodation

0% 25% 50% /5% 100%
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REVENUES, BY LOCATION

Revenue compared with same period last year

Northeast |
= Sianif
Metro Significantly lower
®m Somewhat lower
Northwest :
Little or no change
Central 0 Somewhat higher
Southern Bl = Significantly higher
0% 25% 50% 75% 100%

What impact did flooding or other severe
weather have on business?

Southern ]
Northeast I m A lot
Central I m Some
Metro I Slight
Northwest I = None

0% 25% 50% 75% 100%

No region in the state
doing “well”

Southern region had
best performance
despite reporting

biggest weather impact

P % FEDERAL RESERVE BANK o MINNEAPOLIS






CHALLENGES

Greatest challenges to current operations
(check only two boxes)

Price inflation for goods & services
Wage increases

Government regs or other policies
Labor availability for open positions
Making nec. capital expenditures
Higher interest rates

Employee absences ®Aug-23

Retention of current employees

Costs or impacts from COVID-19*

mAug-24

Other - please specify

Supply chain problems

0% 10% 20% 30% 40% 50% 60% 70%

* Covid answer option not included in 2024 survey

Price inflation still #1
problem by big margin

Wage crept up to #2 by
staying the same

Govt regulation saw
notable increase,
possibly from
Implementation of paid
sick-and-safe law in ’24

Labor availability saw
big improvement
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A CLOSER LOOK AT
PRICE TRENDS



PRICE INFLATION

Price changes over the last 12 months
Wholesale price
hikes still higher

than final/retail _
orices Wholesale prices
from vendors = Prices have dropped
m Little change (+/- 1%)
1-5% higher

= 5-10% higher

Companies say they
are eating much of
wholesale increase

But long-run trend Retail prices to m >10% higher
for both is customers

Improving, modestly

but steadily

0% 25% 50% 75% 100%
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PRICES, CONT.

« Respondents report price growth slowing, particularly at wholesale level
« Might not feel like relief when prices going up more slowly (rather than falling)

Wholesale price change, last 12 months

Aug-21
B Prices have dropped
Aug-22 = Little change (+/- 1%)
" 1-5% higher
Aug-23 ® 5-10% higher
® >10% higher
Aug-24

0% 20% 40% 60% 80% 100%

(Note: Added +10% category in Feb-22 survey)

Retail price change, last 12 months

Aug-21

® Prices have dropped
u Little change (+/- 1%)
m 1-5% higher

m 5-10% higher

m >10% higher

Aug-22

Aug-23

Aug-24

0% 20% 40% 60% 80% 100%
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WORKFORCE & WAGE TRENDS



CURRENT HIRING

Much lower share
currently looking
for more full-time
workers

More hiring to fill
turnover

Larger share not
hiring at all, and
slightly more are
cutting workers

45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

Describe your current need for labor
(check all that apply)

Hiring more Hiring more
full-time staff part-time
and/or
seasonal
staff

Hiring to
replace
turnover

Not hiring Cutting
(stable workers
staffing)
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CHALLENGES — LABOR AVAILABILITY

Labor availability for open positions

70% Labor availability

clearly improvin
50% y imp g

mAug-21 ®mAug-22 mAug-23 mAug-24 :

50% "o "9 "o "9 Since Aug 21 survey,
share citing ‘very tight’

40% labor has been more
than cut in half

30%

00 Helped by the fact that

? many more firms are
0% II I not hiring at all
I nll nal BB

Very tight  Moderately Slightly tight  Not tight; Not hiring
tight good labor
availability
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EFFORTS TO FIND LABOR

Unique efforts undertaken in last six months to attract
or retain workers (Check all that apply)

Helped with worker child care [§
Started or improved diversity and inclusion hiring efforts g
Reassessed drug screening |

Reassessed criminal background checks & 0 _
Increased retirement benefits Aug 23
Increased paid internship opportunities g m AU g_24

Outsourced work normally done in-house

Improved health insurance coverage

Increased automation

Helped with worker transportation

Other - please specify below

Offered hiring bonuses

Lowered education requirements

Increased training opportunities for employees

Offered retention or attendance bonuses

Accelerated or improved hiring process

Lowered experience requirements

Offered more onsite perks (free food, drinks, other)
Increased work schedule flexibility |

IVEELERIEL e e e e e 8

0% 10% 20% 30% 40% 50% 60% 70% 80%

Firms still doing a
lot to find workers,
but doing slightly

less of most things

Biggest efforts, by
far, still revolve
around higher
wages and more
schedule flexibility
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WAGES RISING

B

Average wage changes: Recent and future
Wage pressure still Average wages
present, but declining compared w/ 12

months ago
m Decrease (by any amount)

m Little or no change (+/- 1%)
Increase of 1-3%

® Increase of 3-5%

® Increase of more than 5%

Future wage pressure
expected to ease:

« Earlier in pandemic Expected future

= wishful thinking wage growth over
next 12 months

« Today = more
realistic

0% 20% 40% 60% 80% 100%
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WAGE INCREASES PLATEAUING AT HIGH LEVELS

Average wages compared w/ year ago

retreat from
®m Declined peak Wage
Increase of 1-3%
Recent revenue
® Increase of 3-5% L
B Increase > 5% .
suggest this
might continue

0% 25% 50% 75% 100%
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FINANCIAL HEALTH
& OUTLOOK



FINANCIAL HEALTH

Share of growing
businesses
continues to erode

Share of those in a
negative financial
position rising

Your business' current financial health

Aug-21
Aug-22 m Growing

Stable, but positive
Aug-23 m Stable, but negative

® Declining

Aug-24

0% 25% 50% 75% 100%
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FINANCIAL HEALTH — BY REGION AND BUSINESS TYPE

« NE MN respondents had largest share with revenue decline
 Food/drink & Allied respondents also reported more revenue declines

Current financial health

Northeast i .

Stable, but positive

Metro I
. Stable, but negative

I ® Declining

Southern - I

m Growing
Northwest

Central

0% 25% 50% 75% 100%

Food/drink
establishment

Allied businesses
(goods/services)

Attraction &
entertain.

Overnight
accommodation

Current financial health

i -

. . ®m Growing

i Stable, but positive

0% 25% 50% 75% 100%

Stable, but negative
= Declining
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OUTLOOK

Outlook for rest of
year = dead even

 Equal shares are
optimistic, neutral &
pessimistic

But outlook has
worsened compared
with last year

40%
35%
30%
25%
20%
15%
10%

5%

0%

Outlook for remainder of the year
= Aug-23 mAug-24

Very Somewhat Neutral/flat Somewhat Very
pessimistic  pessimistic optimistic optimistic
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Businesses in the Metro & Central regions, and in attraction/entertainment &
allied sectors, are the most optimistic, but the bar is pretty low

Outlook for next six months, by region

e [ l

Central

Southern
Northeast
Northwest

0% 25% 50% 75% 100%

I ® Very pessimistic

® Somewhat pessimistic
I Neutral/flat
Somewhat optimistic
I m Very optimistic

Outlook for next six months, by sector

I ® Very pessimistic
B Somewhat pessimistic
Neutral/flat
Somewhat optimistic

Attraction &
entertainment

Allied businesses
(goods/services)

Overnight
accommodation

® Very optimistic

0% 25% 50% 75% 100%

Food/drink
establishment
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RECAP
Growth has stalled in the sector, with more
businesses reporting declining revenue

No region or industry sub-sector seeing wildly
different/better results; some marginally better

Inflation and wage pressure both improving, but
respondents still not feeling much actual relief

Hiring has slowed noticeably; fewer hiring full-time
workers, and more not hiring at all

Labor availability better, in part bc of slower hiring
Overall financial health positive, but eroding

Outlook: Neutral = (very) cautious
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NEXT:

Q&A WITH OUR SURVEY
PARTNERS

SUBMIT QUESTIONS VIA THE CHAT BOX




Gretchen Nussbaum
Research Analyst
Explore Minnesota Tourism

Angie Whitcomb
CEO and President
Hospitality Minnesota
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