
Going BeyondRevPARToDetennineValue
M anyhotelconsultingfirmscollectandpublishoccupancy,

averagerateandRevPARdatafor majorhotelmarkets
aroundthe world.Whiletheseroomrevenuestatisticsareinter-
esting,theyonlyprovidea partialpictureof a market'seconomic
health.HVStakesthis datatwo stepsfurtheranddevelopsa hotel
profitandlossstatementfor eachmarket,andusingthis informa-
tion,thenestimatesthevalueof a typicalhotelsin that market.
Whenthesevaluesareupdatedannually,hotelinvestorsclearly
canseevaluetrendsbymarketandalsocancomparethe relative
valuesamongseveralmarkets.Bottomline profitandvalue
informationis alwaysmorebeneficialthanjust revenuedata.

HVStrackshotelvaluetrendsaroundthe world. ThismonthI
will focusonthe majorhotelmarketsin EuropeandAsia.Thetable
on p.26Fshowsthe annualpercentagechangein hotelvaluesfor
a numberof markets.

Theyear2005wasverygoodfor valuegrowth.Outof the 29
hotelmarketstrackedin Europe,onlyfive registereda declinein
hotelvaluesduring2005. InAsia,onlytwo outof 14 marketshad
a valueloss.Thelargestlossfor bothcontinentswasa 15%
declinein Bali,whichwasthe resultof thetwo terroristbombings
in KutaandJimbaranin October2005. Goingbackto 2003,25
marketsin Europeand13marketsinAsiahadhotelvalue
declines.During2005,the averagehotelin Europeincreased5%
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in value,andinAsiahotelvaluesrose4%.
Becausehotelspossessoperatingleverage,duringperiodsof

strongoccupancyandrategrowth,valueenhancementisamplified.
Thiswasthe casein 2005 whena typicalhotelin Istanbul
increased32%,Moscow22%,Budapest12%,HongKong10%
andSingapore10%.Operatingleveragealsocanbereversed,as
wasthecaseinJakartaduring1998whenhotelvaluesdeclined
morethan180%becauseof localpoliticalproblems.

Lookingintothe future,hotelvaluesshouldcontinueto
increasein mostEuropeanandAsianmarkets.Theglobaleconomy
is growing,andfor the mostpart,newhoteldevelopmentis
proceedingat aslowto moderaterate.

In Europe,theavailabilityof debtfinancingandimprovedhotel
operatingperformanceeventuallywill leadto overbuilding,but
withthetypicallylongprojectapprovalprocess,it will beanumber
of yearsbeforemanyof the Europeanhotelmarketswill actually
becomeoverbuilt.Theavailabilityof debtalsohasbeena positive
factorinoverallvaluegrowthasthelowercostofcapitaldepresses
hotelcapitalizationratesandpushesvaluesup.

TheAsianhotelmarketappearsto havefully recoveredfrom
the effectsof thetsunami.Avianinfluenzacontinuesto havea
minorimpactonsomemarkets,andpotentialfor continuedterrorist
attacksis alwaysonpeople'sminds.Offsettingthese ~

Maintenance and
Restoration of

Marble, Metal & Wood
Tokeepyourproperty'spublicareasandguest

bathroomstheirmostattractive,countontheindustry's
oldest,largestandmostexperiencedcompanyof its
kind - TheStuartDeanCompany.

Whetheryourprojectisbigor small,contactusto
havea localcompanyaccountmanagermeetwithyou
andprovideapreventitivemaintenanceprogram.

M~
The Standard of Quality in Stone,

Metal and Wood Maintenance

CallGregSchall,VPLodgingat 800-616-0755,212-586-0755or
email: gschall@mail.sluarldean.comto schedulea propertyreview.
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I Hotel Values - % Change
I ASIA 1997 1998 1999 2000 2001 2002 2003 2004

I TOkyo nIa -25% 8% 2% -5% 3% -2% 4%
Hong Kong nIa -63% 4% 20% -8% 6% -5% 11%

Ii Seoul n/a -21% 20% 5% -6% 7% -4% 1%
Singapore nIa -9% 5% 10% -9% 2% -6% 6%

I'Shanghai n/a -23% -12% 11% 3% 9% 0% 9%
I Average n/a -39% 4% 8% -5% 3% -4% 6%
i Bangkok nIa -10% 3% 8% 4% 10% -3% 5%

Beijing n/a -30% -16% 5% 3% 5% -6% 13%
Taipei n/a -83% 5% 1% -8% -3% -3% 4%
Phuket nIa -10% 15% 9% -3% -5% -5% -5%
Bali nIa -54% 4% 14% -3% -15% -6% 14%
KualaLumpur nIa -77% 1% 23% -2% 2% -5% 8%

I'Manila n/a -58% -9% -16% -13% -4% -7% 0%Jakarta nIa -184% 0% 13% 6% -12% -6% 18%
I, EUROPE 1997 1998 1999 2000 2001 2002 2003 2004

I' Istanbul 34% 0% -21% 26% -10% -20% -10% 17%
, Moscow nIa -20% -35% 14% 23% 13% 9% 22%

I' Budapest n/a 4% 11% 2% -1% -3% -14% 8%
Copenhagen 16% 5% 8% 8% -6% -3% -8% -3%

I Geneva 1% 5% 12% 2% 10% 4% -8% -8%
ZOrich n/a 10% 5% 6% 4% -7% -5% 6%
Warsaw nIa 2% 1% 1% -2% -15% -11% -13%

I: London 38% 2% -1% 10% -13% -5% -6% 12%
Manchester nIa 3% -3% 4% 3% 1% -6% 7%

I Dublin nIa -3% 9% 10% -8% -2% 2% 2%

Ii Paris 23% 11% 1% 10% -6% 4% -7% 4%Amsterdam 13% 11% 13% 22% -7% -5% -5% 0%
I Stockholm 11% 2% 17% 10% -11% -6% -7% 2%

Europe 14% 6% 4% 11% -2% -2% -4% 3%
I Brussels 13% 8% 2% 15% -4% -8% -4% 3%

I' Prague n/a 2% 18% 31% -1% -4% 2% 18%. Vienna -3% 11% 1% 3% 0% -1% 6% 1%
Birmingham nIa 2% 5% 1% -1% 3% -4% 8%
Rome 16% 11% 1% 8% -3% -2% -2% 5%
Milan nIa 17% 11% 16% 7% 4% -1% -3%
Madrid 17% 11% 10% 12% -3% 3% -6% -11%
Hamburg nIa 3% 5% 10% -9% 4% 0% 1%
Frankfurt 6% 3% 4% 13% 6% -7% -2% -4%
Edinburgh n/a -1% -1% 9% -5% 3% -3% 9%
Berlin 11% 0% 15% 20% 4% 1% -3% 1%
Munich n/a 16% 10% 10% 5% -7% -8% 12%
Barcelona 28% 22% 15% 9% -2% 1% -5% -8%

I' Athens 18% 12% -5% 11% -3% 6% -3% 7%

I Lisbon 3% 13% -3% 12% 0% -2% -4% 3%Source:HVSInternational
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negativeinfluencesis the
proliferationof budgetairlines
throughoutthe region,which
enablesmoreof thearea's
middle-classto starttraveling.
Inaddition,manyAsian
countries,especiallyChina
andIndia,aremakinghuge
investmentsin infrastructure
suchashighways,airports
andconventioncenters,which
will furtherencouragetourism,
businessandconventiontravel.
Aswith Europe,thethreatof
overbuildingdoesnotseemto
beanissue.Whilesome
marketsmightbeapproaching
saturationin the 5-starhotel
category,I thinkthereisplenty
of developmentopportunity
with mid-marketproduct.

Theglobalhotelindustryis
thriving.Havingattendedmany
of thehotelinvestmentconfer-
encesaroundtheworld,almost
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everyonejsveryoptimistic
aboutfuturevaluetrends.We
havelearnedthateventssuch
asterroristattacks,outbreaks
of flu anddisasterslike
tsunamishaveonlya brief,
transitoryeffectonhotel
values.Inthe longrun,hotels
offeranexcellentinvestment
vehiclefor thoselookingfor
valueenhancement..
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By Stephen
Rushmore,MAl,

CHA, CRE,
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founder of HVS

. International,a
hotel consulting firm with offices in

New York, Miami, Denver, San

Francisco, Vancouver, Mexico City,

London, New Delhi, Sao Paulo,

Singapore, Sydney and Toronto.
Rushmore can be contacted at

1.516.248.8828 Ext 204.
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