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INTRODUCTION

Various publications and articles have widely documented the U.S. hotel sales’ slump that
occurred in 2009, noting also that the number of lodging transactions increased
substantially in 2010. The average price per guest room in Hotel & Leisure Advisors’
database of hotel sales increased by 60.9% from $90,326 in '09 to $145,348 in ’'10. The
following commentary breaks down and analyzes average sale prices by property type,
highlighting a wide disparity between the average per room sale price of lower-tier hotels in
H&LA’s database (which have declined between 2009 and 2010) and upper-tier hotels
(which have increased between 2009 and 2010).

AVERAGE PRICE BY CHAIN SCALE

Hotel & Leisure Advisors maintains a database of over 5,000 U.S. hotel sales that
transferred between 2000 and the present. Our firm obtained sale price information for and
further researched 431 sales that occurred in 2009 and 2010. | omitted sales of casino
hotels as these properties transferred at significantly higher prices due to their inclusion of
casino-related revenue. | then utilized the industry-accepted Chain Scales developed and
defined by Smith Travel Research (STR) to sort and analyze the sales by property type. A
complete list of the 2011 Smith Travel Research U.S. Chain Scales is available from STR via
the website www.strglobal.com under the Resources tab.

The following table depicts H&LA's database of 431 average U.S. hotel sale prices per room
broken down by STR Chain Scale. The sales are further grouped by years 2009 and 2010.
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High, Low, Median, and Average U.S. Hotel Sale Price Per Room

According to Chain Scale

267 Sales Occurring in 2010

# of Sales High Low Median Average

Economy 19 $44,989 $7,875 $19,388 $18,707
Midscale 20 $266,277 $7,122 $44,000 $56,758
Upper Midscale 57 $320,175 $4,384 $53,165 $85,649
Upscale 56 $404,734 $11,388 $122,378 $136,677
Upper Upscale 33 $493,197 $16,192 $148,299 $174,288
Luxury 13 $686,111 $29,221 $284,314 $313,348
Independent 69 $600,000 $4,384 $101,010 $144,212
Overall 267 $686,111 $4,384 $90,406 $145,348

164 Sales Occurring in 2009

# of Sales High Low Median Average

Economy 36 $70,773 $5,000 $25,000 $26,411
Midscale 12 $449,102 $20,474 $50,265 $151,149
Upper Midscale 34 $407,787 $22,931 $68,920 $86,409
Upscale 23 $443,709 $9,187 $79,891 $108,786
Upper Upscale 10 $227,000 $29,707 $85,465 $95,863
Luxury 1 $219,512 $219,512 $219,512 $219,512
Independent 48 $459,933 $3,503 $61,698 $88,884
Overall 164 $459,933 $3,503 $54,951 $90,326

Source: Hotel & Leisure Advisors

H&LA’s 2010 sales database included 103 more sales than occurred in 2009 - a substantial
increase in transactions year over year. The range of per-room sale prices was expansive
among all seven property types. Though the overall increase in average sale price per room
as well as transaction volume signifies improvement in economic conditions, the
inconsistency among various property types requires further analysis.

The following table shows the percentage change between 2009 and 2010 of the 431 sales
broken down by Chain Scale.

Percentage Change of Average U.S. Hotel Sale Price Per Room

According to Chain Scale

2009 Avg. 2010 Avg. % Change

Economy $26,411 $18,707 -29.2%
Midscale $151,149 $56,758 -62.4%
Upper Midscale $86,409 $85,649 -0.9%
Upscale $108,786 $136,677 25.6%
Upper Upscale $95,863 $174,288 81.8%
Luxury $219,512 $313,348 42.7%
Independent $88,884 $144,212 62.2%

Overall $90,326 $145,348 60.9%0

Note: Includes 164 sales in 2009 and 267 sales in 2010
Source: Hotel & Leisure Advisors
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After sorting the sales and comparing the average price by Chain Scale for 2010 versus
2009, the result brings to mind the cliché “the rich got richer, while the poor got poorer.” In
2010, average per room prices for Economy hotels (including brands such as Days Inn and
Motel 6) and Midscale hotels (including brands such as Baymont Inns & Suites and Quality
Inn) decreased substantially, while average prices for Upscale hotels (including brands such
as Doubletree and Residence Inn), Upper Upscale (including brands such as Hyatt and
Westin), and Luxury hotels (including brands such as InterContinental and Four Seasons)
enjoyed a considerable uptick. The Independent properties’ per room sale prices also
increased significantly, though this category includes myriad property types from small,
budget-oriented motels to large oceanfront resorts, making direct comparison difficult.

CONCLUSION

It's easy to calculate that the average price per guest room in H&LA’s database increased by
60.9% from 2009 to 2010. The harder part to decipher is why the average per room sale
price of Midscale properties dropped by a whopping -62.4%, while the average per room
sale price of Upper Upscale hotels increased by 81.8%. The simple answer: different
balance sheets and different buyers. Distressed sales of several underperforming Midscale
assets pulled average prices down, as buyers demanded deep discounts for hotels that were
losing money. Additionally, there were 67% more Midscale hotel transactions in 2010 over
2009, indicating that an increase in transaction volume doesn’t necessarily yield an increase
in sale price. The typical buyers of these lower-tier hotels in 2010 were individual investors,
many representing owner operators buying properties out of receivership from banks.

In contrast, Upper Upscale sale prices reflected a correction of sorts. Private equity groups
and REITS represented the major buyers of upper-tier hotel assets in 2010. These well-
heeled purchasers had the capital necessary to make such buys, and were eager to acquire
Upper Upscale and Luxury hotels at prices still considered to be bargains. H&LA’s research
uncovered 23 more Upper Upscale hotel transactions in 2010 than 2009. In this category,
the 230% increase in transaction volume translated into an 82% increase in average sale
price. Hopefully, projected RevPAR increases in 2011 will lead to a boost in average per
room sale prices of all Chain Scales as well as independent hotels. However, lower-tier
lodging assets that record little net income may continue to trade at deep discounts, thus
indicating that the hospitality industry is still dealing with the effects of this ‘great
recession.’
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