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* Primary markets,
trophy assets — cap
rates are flat

e Secondary markets —
cap rates have risen

PAONRS

PREDICTIONS

MEDIAN PRICE PER
ROOM

2018: 5121,439
2019: $121,907



Presenter
Presentation Notes
Trophy assets in primary markets still 5 – 6% CAP
Secondary and Tertiary markets are in the 7.5% - 8.0% CAP for upscale


THE NUMBER OF
INDIVIDUAL SALES

WILL FALL

2019

- 2018: 280
PREDICTIONS I 2019: 285

EARLY SIGNS OF DISTRESS

e NOD’s & Tax Defaults on the rise


Presenter
Presentation Notes
Starting to see foreclosures, NOD’s and Bk’s


HOTELS AND MARKETS

MOST VULNERABLE

1 2019

PREDICTIONS DESERT AND SECONDARY /

TERTIARY MARKETS



Presenter
Presentation Notes
AT LEAST SIX COACHELLA VALLEY HOTEL PROJECTS CLOSED DOWN MID-CONSTRUCTION 
Hotel Indigo Coachella 250 rooms – NOD filled partners are suing each other, even after $25M in TOT rebates
PALM SPRINGS Hotel Zozo (Former HARD ROCK HOTEL) FORECLOSED ON, A NUMBER OF HOTELS HAVE NOD’S



HOTEL REIT
STOCK PERFORMANCE

ASHFORD -17.9%  -29.2%  -44.0%
LASALLE -1.4% +4.5% SOLD
RLJ -0.8% -23.9% -9.5%
HERSHA -10.3% -4.7%  -23.0%




HOTEL OPERATOR

STOCK
PERFORMANCE

HYATT
HILTON
WYNDHAM

MARRIOTT

T12 01/20



Presenter
Presentation Notes
Wall street doesn’t like new supply but it loves the franchise companies and
Management companies taking money off the top!


NOTABLE 2019

CALIFORNIA HOTEL SALES



Presenter
Presentation Notes
ASK WHO CAN GUESS WHAT PROPERTY SOLD FOR THE HIGHEST PRICE PER ROOM
GIVE OUT BOTTLE OF WINE


MONTAGE
aame | BEVERLY
HILLS



Presenter
Presentation Notes
SELLER : Pierre Omidyar (Founder of Ebay)
BUYER:  Maybourne Hotel Group – who has the largest stake in Mayborune? The former Qatari Prime Minister
They plan a major renovation


D)

MONARCH BEACH
RESORT
DANA POINT

400 rooms / $1,193,210 per roo m


Presenter
Presentation Notes
What do you do when you sell 200 rooms above $2.0M per room? You buy double the rooms for half the price!
BUYER: Pierre Omidyar
SELLER: KSL Capital Partners
Of Note: This hotel was previously sold as foreclosure in 2009 for $235M or $587K per room


;,., RIU PLAZA
" SANFRANCISCO

531 rooms / $508,531 per room


Presenter
Presentation Notes
Previously the Sheraton Fishermans warf, now a RIU property
BUYER: RIU Hotels – Spanish hotel chain, mostly Europe but now have Miami, NY and SF
SELLER: ACRON Group based in Switzerland



SHERATON
SAN DIEGO HOTEL
& MARINA
SANRBIISELS,

1,053 rooms / $195,000 per roo m



Presenter
Presentation Notes
BUYER: KSL Capital Partners
SELLER: Host Hotels


HYAT T
greoms/ | REGENCY

or. |- MISSION BAY
SAN DIEGO



Presenter
Presentation Notes
BUYER: Park Hotels and Resorts
SELLER: Chesapeake Lodging Trust
Park Hotels & Resorts completed the acquisition of Chesapeake Lodging trust for $2.5 Billion
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Presenter
Presentation Notes
SELLER: Chesapeake Lodging
BUYER: Park Hotels & Resorts
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155 rooms / $759,387 per room



Presenter
Presentation Notes
SELLER: Loews Hotels
BUYER: Westbrook Partners out of Florida and it’s becoming a Four Seasons property this year. 





STR REVPAR PERFORMANCE

NOVEMBER 2019 YTD
CALIFORNIA +1.9%

TOP 10 CALIFORNIA MARKETS / BY % INCREASE

REDDING/CHICO +20.3%
CALIFORNIA RURAL NORTH +13.0%
MERCED/CENTRAL CA +12.4%
SANTA BARBARA/SANTA MARIA +7.6%
SAN FRANCISCO NOB HILL/WHARF +7.1%
SAN DIEGO SOUTH/EAST +6.7%
VALLEJO/FAIRFIELD/VACAVILLE +6.6%
SACRAMENTO +6.6%
NAPA VALLEY +6.3%

BAKERSFIELD +6.3%

Source: Smith Travel Research


Presenter
Presentation Notes
Redding/Chico & CA Rural north are skewed because of the massive fires
that ravaged Northern CA towards the end of 2018 – MTD RevPar for Redding/Chico is down 21%


STR REVPAR PERFORMANCE

NOVEMBER 2019 YTD

CALIFORNIA +1.9%

BOTTOM 10 CALIFORNIA MARKETS / BY % DECREASE

SANTA ROSA/SONOMA -5.5%
SANTA CLARA/SUNNYVALE/MILPITAS -4.5%
SAN JOSE NORTHWEST/PALO ALTO -4.4%
FREMONT/NEWARK -3.9%
MISSION VALLEY -3.7%
SANTA MONICA/MARINA DEL REY -3.3%
SANTA CRUZ/SAN JOSE AREA -3.2%
SAN DIEGO CBD -3.0%
SAN JOSE/CAMPBELL -2.8%

SAN DIEGO/SEAWORLD/OLD TOWN/AIRPORT -2.7%

Source: Smith Travel Research



TOP CALIFORNIA REV PAR MARKETS

NOVEMBER 2019 YTD
SANTA MONICA/MARINA DEL REY $269.35
NAPA VALLEY $252.91
HOLLYWOOD/BEVERLY HILLS $246.94

SAN FRANCISCO NOB HILL/WHARF $236.80
SAN FRANCISCO MARKET STREET $234.93

Source: Smith Travel Research

-3.3%
+6.3%
-1.4%
+7.1%
+3.6%


Presenter
Presentation Notes
Of the 59 submarkets tracked BY STR, 39 or 66% showed a decline in YTD OCC
For example, Santa Monica decline is RevPar is all OCC


2019
NEW HOTEL

SUPPLY




CALIFORNIA 2019 HOTEL DEVELOPMENT
SURVEY HIGHLIGHTS

* THE GOLDEN STATE OPENED 92 NEW HOTELS WITH A COMBINED
11,795 ROOMS.

* CALIFORNIA HAS 212 HOTELS WITH 28,102 ROOMS UNDER
CONSTRUCTION.

* THERE ARE 1,199 CALIFORNIA HOTELS WITH 159,711 REPORTED
ROOMS IN VARIOUS STAGES OF PLANNING, A 7% ROOM COUNT
INCREASE OVER 2018.

e 70% OF ALL ROOMS BEING BUILT ARE “LIMITED SERVICE” WITH THE
VAST MAJORITY BEING UPSCALE OR UPPER MIDSCALE


Presenter
Presentation Notes
A NEW Record of Hotels opened, prior was 2007
Under construction roughly 3X the number of rooms opened last year
Roughly 14% of all rooms under construction nationally are in California (Nationally 206K rooms)
roughly 24% of all rooms in various stages of planning nationally are in California (Nationally 660K roomS)


CALIFORNIA 2019 HOTEL

DEVELOPMENT SURVEY
HIGHLIGHTS

* SANTA CLARA COUNTY OPENED THE MOST NEW ROOMS, WITH
1,919. SAN DIEGO COUNTY FOLLOWED, AT 1,668.

* LOS ANGELES COUNTY HAS THE MOST ROOMS UNDER
CONSTRUCTION, WITH 7,030. ORANGE COUNTY IS NEXT, AT 3,166.
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Presenter
Presentation Notes
The 352-room Cambria Hotel Anaheim Resort Area was the largest California hotel to open, followed closely by the 351-room Grand Hyatt at San Francisco Airport (SFO).



WESTIN ANAHEIM RESORT

LARGEST CALIFORNIA HOTEL UNDER 613 ROOMS
CONSTRUCTION I



2020

PREDICTIONS

* SALES VOLUME WILL DECLINE
* MEDIAN PRICE PER ROOM WILL BE FLAT OR DOWN
* SUPPLY WILL START TO IMPACT REVPAR

 EXPENSES AND LABOR COSTS WILL IMPACT NET
INCOME

* CAPEX REQUIREMENTS WILL IMPACT PRICING


Presenter
Presentation Notes
Supply – Markets simply will not be able to absorb the number of rooms added to the supply as rates have already peaked or flattened Occ will continue to decline
Labor Costs – CA Minimum wage is $12 – Silicon valley went to $16.05 from a previous floor of $15.64. 15 cities in CA with minimum wages of $15 or more



TRAVEL TIPS

* When to Go? Lowest median booking
price for hotels are in either Jan or
Feb.

* Book Norwegian airlines to Europe —
lowest cost operator

e Book with points! Run some searches
“Paris on points & miles”

* Keep it simple — stick with Southwest
airlines — rapid reward points and
detitanations like Mexico and Hawaii

* The Points Guy website is a great
resource!



ANY
QUESTIONS?

JUSTIN B. MYERS

VICE PRESIDENT / CALDRE 01720503

ATLAS HOSPITALITY GROUP
TELEPHONE: (949) 622-3400, EXT. 403
E-MAIL: JUSTIN@ATLASHOSPITALITY
WEB: WWW.ATLASHOSPITALITY.COM
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