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Market Review - Scandinavia

In the main, hotel investment activity has historically been characterised
by domestic investors and is centred on the capital cities, with Stockholm
the most liquid investment market within the region, followed by
Copenhagen.

Figure 1 Single Asset Transactions in Scandinavia 1998-02
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In 1999 all transactions recorded within our survey took place in
Sweden, representing some €160 million of investment. The most
notable transactions included the 198-room Scandic Park in Stockholm
for €34.1 million (€172,000 per room) and the 111-room Scandic
Hasselbacken in Stockholm for €43 million (€387,000 per room).

The number of single asset transactions in 2000 was less than it was in
the previous year, as investors chose instead to reap the benefits of a
strong trading year. Nevertheless, investment activity in 2000 was shared
between the Scandinavian countries. Transactions included the 495-
room Ramada Hotel President in Helsinki for €36.3 million (€73,000 per
room), the Radisson SAS Plaza in Oslo for €30.8 million (€45,000 per
room) and the 287-room Quality Globe Hotel in Stockholm for €35
million (€122,000 per room).

In 2001, with a softening in market conditions, a number of investors
decided to exit the market, but with activity limited only to Sweden, this
resulted in a decline in the number of transactions compared with the
previous year. HVS recorded four single asset deals, with a total
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investment value of €79 million. The transactions included the sale of the
328-room Scandic Hotel Malmen in Stockholm for approximately €30
million (€90,000 per room) to Capona, the 151-room Stockholm Plaza to
SSRS Holding for €20 million (€135,000 per room) and the 150-room Mr
Chip Hotel to Pandox for €13.5 million (€89,000 per room).

Single asset activity in 2002 has been considerably stronger than it was in
2001, aided by the sale of three Radisson SAS hotels in Norway to
Wenaas Hotels for €156 million (€155,000 per room). Three further
transactions have taken place in Sweden, the most notable of which was
the sale of the 212-room Scandic Hotel Anglais in Stockholm to the
Swedish company AFA Sjukférsdakrings for €63.1 million (€298,000 per
room).

Figure 2 Single Asset Hotel Transactions in Scandinavia — Average Price per
Room Sold 1998-02
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In 2000 the Scandinavian portfolio hotel market started to consolidate
with Scandic’s acquisition of the Swedish company Provobis. The
transaction, which involved 17 properties and some 3,000 rooms,
completed for a purchase price of approximately €71 million. As a result
of this corporate sale, Scandic later disposed of five properties that did
not fit within the company’s structure or brand image.

In 2001, portfolio activity in Scandinavia was exceptional, as Scandic
itself became a victim of the consolidation game, snapped up by Hilton
for approximately €1 billion. The acquisition provided Hilton with
control of the Scandinavian market, some 154 hotels and 26,500 rooms.

In 2002 and beyond, international investors are expected to show
continued interest in the Scandinavian market. But relatively few
opportunities exist, making Hilton’s acquisition of Scandic all the more
important.
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Market Review - Central and Eastern Europe

In the main, hotel investment activity is centred on Prague, Warsaw and
Budapest, although, increasingly, other markets such as Moscow, Sofia
and Zagreb are coming into play. Only one publicly reported transaction
was recorded in 2000: the 314-room Renaissance Hotel in Prague was
sold to Hospitality Europe for €64.8 million (€206,000 per room).
However, in 2001 five hotels transacted, equating to approximately €460
million. Hotels that exchanged hands included the 162-room Four
Seasons Hotel in Prague for approximately €70 million (€431,000 per
room) to the Quinlan Partnership and the 406-room InterContinental
Warsaw, for approximately €175 million (€430,000 per room) to a group
of foreign investors including Six Continents. Meanwhile, Hungary’s
national airline, Malev, sold its 50% stake in the Atrium Hotel company,
the owner and operator of the 353-room Hyatt Regency in Budapest, to
its co-owner and operator Pannonia Hotels for a reported €25 million.
Pannonia has since sold the company, in July this year, to HVB Leasing
for €50 million but will continue to operate the hotel under a 22-year
lease agreement.

Figure 1 Single Asset Transactions in Central and Eastern Europe 1998-02
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Prague has enjoyed the strongest trading performances and is arguably
the most liquid investment market within the region, followed by
Budapest and Warsaw. All three countries are likely to be ready for EU
membership from the beginning of 2004. Indeed, the recent increase in
investment activity, particularly within Prague and Budapest, is a sign
that investors perceive there to be less risk associated with these markets
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than in the past. To a certain extent both Budapest and Warsaw have
suffered from oversupply of hotels; however, there are some signs that
the balance between supply and demand is being restored.

Figure 2 Single Asset Hotel Transactions in Central and Eastern Europe -
Average Price per Room Sold 1998-02
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