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Hotel-Industry Update July 2021

The holiday hotel industry is booming, while cities are coming back slowly;
Cash-rich Investors are impatiently waiting in the starting gate; yet there is a lack of specific targets.

“We know the European hotel business.
And the hotel business knows us.”
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mrp hotels at a glance
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The first half of 2021

What has happened over the past six months?

Market

Intercontinental tourism stopped completely
Business tourism is af an extremely low level

City-hotel industry struggles, a few hotels with 40 -
50% occupancy; the majority with 3 to 10%
oceupancy

Holiday hotel indusiry is doing very well since the
litting of the tourist "travel bans" and impress with
high occupancy rates {in some cases over 90%) and
room rates; especially where o strong regional and
domestic market prevails

Travel market dependent on current infection
situation, very volatile {e.g. England / Portugal) with
constant flow of added restrictions

Recovery of European tourism in sight this
summer

Sunday, 11 July 2021

By Helen Lyons
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Operators

Asset buyers remain uncertain because operating
companies are still "black boxes"

Redesigning the concepts to o lean staff and cost
structure

Many employees have fled the industry; shortage of
skilled workers will increase in the fulure due fo
longer training periods

Operators work on 2020 balances and on forecasts
[still influenced by a lot of insecurity)

"New kids on the block" have entered the market
ond are demonsirating conlinuous ability fo grow
with new capital and enough flexibility to react to
changes in the industry / guest needs, and have
limited overhead costs

Staffing Shortages Pose a Threat to Hotels’

Budding Recovery
Hotels say they are struggling to hire enough housekeepers, kitchen staff and other hourly workers ~including
those laid off early in the pandemic

Investors

Trend towards hybrid lecse / rental or management
contract, which includes risk sharing, has sustained

Institutional investors are rather cautious due to their
structural and safety requirements and internal
compliance

Banks with many questions in financing and
uncertainty in valuation criteric

Concepts such as "The Base” and "Stayery" have
completed new investment roundls in recent months

Compeltitive advantage for private equity funds or
investors with a greater risk appetite, some of whom
clso buy operating companies

-50%
COngéégll | Transaction
volume
y Germany
Q1 21
515 mil €

Conclusion QOverall Market

Property valuation sfill difficult, without precise
assessment on leasevaluation and without valid
benchmarks and meaningful key figures

Guality, credit rating and operator fransparency
have become more relevant

Property location of increasing impertance,
especially regarding recovery periods

Current Hotel Investor Sentiment

Family Offices Specialized
Fonds
Insurances Banks
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When will tourism return@

Holiday regions are booming, but cities are struggling
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S-H reflects the rapid re-bounce of overnight stays in holiday
regions following the first lockdown; in some cases, overnights
were even above 2019 values

The fundamental desire fo travel and reduced travel fo long-
distance markets are driving up bookings in shorthaul and
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Berlin, on the other hand, is significantly more reticent; business
demand specifically is lacking in this region

Even in the open months, leisure fourists could not compensate the
lack of overnight corporate stays. Peak time for city fourists in spring
/ autumn, when hotels were already closed {again)

Business travel
declines in the long

domestic holiday destinations term
Increase in overnight stays expected after opening of hotels from Recovery in major cities such as Berlin is clearly delayed in contrast AfD"Ke than 60% of
companies,

May 217 in holiday destinations as in the first lockdown over the
summer

The parcrhotel industry {e.i. apartments) in particular, benefit from
increased demand,
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to leisure demand in the holiday regions A :
usiness travel 1s

ermqnenﬂy reduced
y 30% {Handelsblatt

This year too, there is a lack of confidence in autumn travel
survey, Apr 21)

possibilities, so there is still great uncertainty as to how overnight
stays will develop with significantly recduced business demand.
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International tourism is taking more time

Re-bounce of air traffic still subject to great uncertainty

Eurocontrol Re-bounce international travel assessment Supplementary assessment mrp hotels
Air Traffic Forecast, STATFOR Forecast for Europe 20212024 [Source: Eurocontrol)

Ycomparison to 2019

Intercontinental travel arrivals continue to stagnate, uncertainty is and
remains too great; travel within Europe is on the rise
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. travellers until the end of 2021, at least; products / destinations can benefit
from the focus on leisure travellers
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o Maijor cities (especially strong in business / trade fair] will be affected b
2019 2020 2021 2022 2023 2024 the international decline even longer and more severely; recovery strongly
e Srenario 1 Yoccination 2021, Recovery 2023 e Srenario 2. Yaccination 2022, Recovery 2025 dependent on Ihe progress O{' vaccination in RUSSiG, ASiG, etc.
e Szenaric 3: Creeping infection, Recovery 2029 ———— 2019 Level

Virus mutation

Optimistic forecasts predict a recovery of international tourism in 2024, in
the worst case not until 2029; Lufthansa, on the other hand, predicts that
tourism will not return to 2019 levels

EU digital "green certificate,

Impact of vaccines

_ Mallorca records rising infection figures, Portugal "locks down™, in Enfgland
Influencing factors the delta variant prevails: the infection incidence remains unpredictable,
: - baookings at short notice
Ongoing travel restrictions
Ensuring "safe travel” @

16.07.2021
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Trends & Outlook

Covid-19 pandemic influences the hospitality market

Q3/Q4

Market recovery

With increasing vaccination
levels, planning certainty grows -
operators and investors become
more confident

Funding programmes are
diminishing, but business is far
I:rom IIQOOdII

In markets that remain weak, the
conversion of hotels into micre-
apariment units, for example, is
becoming increasingly popular

Winter tourism still with
uncertainty, same applies to
development of business travel,

Christmas parties, school frips ele.
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Q1/Q2

Return of investors

Transaction activity in the area of
core / core + investments
increcises

ESG criteria* are fully
implemented in developments
following the declining relevance
of Corona topics.

If subsidies and / or shortime
work phase out, but markets
remain weak in some cases, rents
could not be serviced

Uncertainly about how demand
will develop in domestic markets
when the "boom" is aver

Q3/Q4

Consoclidation

National and international hotel
chains expand to smaller city and
holiday destinctions

Consolidation in the mefropolitan
regions is progressing

Increased transaction volume only
to be expected when guarantees
or loans secured by guarantees
have to be repaid or state aid
expires [presumably in
2024/20235)

Sustainable trends in the hotel real estate market that have been focused on
for some time, but are being reinforced by Covid in particular in the
operator, investor and real estate world:

with available space: shared spaces, mixed use,
"common areas" to make the best use of space

[creditworthiness, guarantees, et} of even
greater relevance; focus on individuality and
professionalism

of the property and the operation of increasing
relevance to be futureoriented and crisisresistant

such as serviced apartments, mixed use, long &
short stay are increasingly relevant; the holiday
hotel industry in particular has also gained in
importance - these are becoming more space-
efficient.

to the critical examination of the product; does
the market or the guest need o new hotel product
or is it just another of many

new focus on human resources; the topic of
employees, their development and their needs
will become o more important factor in the
future.

operators, banks, real estates gain further
relevance / coordination and need for higher
transparency

not only in usage, but also in concept, to be able
to serve different groups of guests
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MRP Consult GmbH
Getreidemarkt 14/29
1010 Vienna, Austria
+43 1 890 6661
vienna@mrp-hotels.com

mrp hotels Turkey
Gayrettepe Mah
Vefabey Sokagi 9/14
Besiktas, Istanbul, Turkey
turkey@mrp-hotels.com

MRP Consult Germany GmbH
Savignyplaiz 9/10

10623 Berlin, Germany

+49 30 3434 740
berlin@mrphotels.com

MRP Consult Benelux BV
Plein 1945 #27

1252 MA, Laren, Niederlande
+31 621 280 532
benelux@mrphotels.com

Contact persons

Martin Schaffer
+43 664 6253 683
martin.schaffer@mrp-hotels.com

Lea-Sophie Zwoch
+49 178 34 34746
lec-sophie. zwoch@mrp-hotels.com

This report hus been prepared with the greatest possible cure and ko the best of our knowledge and belief and has been complied on the basis of the
information and data available of the time of the sudy or provided by the client or third parhies. Mo guarantee can be given that the assumptions will be
fulfilled or that the forecast results will be achieved. Az iz customary for analyses based on market data and current conditions, the result of the unulysis

are only valid for a limited period of me, after which they must be adjusted.
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Interactive communication with mrp hotels

www. linkedin.com/company/mrphotels
www.youtube.com/mrp-hotels
www.instagram.com/mrp.hotels

www.mrp-hotels.com

Cooperative Partnerships

INTERNATIONAL SOCIETY OF
DD RICS HOSPITALITY JCONSLLTANTS


https://www.zia-deutschland.de/
https://www.rics.org/
https://ishc.com/
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