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B Total European hotel transaction volume
for 2015 was €23.7 billion*, marking a
new record and representing an increase
of 65% on 2014. This surpasses the
pre-downturn levels of €20.3 billion and
€18.8 billion recorded in 2006 and 2007,
respectively, and increases the ten-year
annual average from €10.5 billion to
€11.3 billion;

B Total portfolio transaction volume
(€14.6 billion) more than doubled
compared to 2014 and single asset
volume (€9.1 billion) also reached a new
peak, increasing 21% on 2014;

B The UK was again the strongest driver
of transaction activity, accounting for
€11.4 billion or 48% of total transaction
volume. Spain saw a strong increase in
deal activity, recording a transaction

B European investors were on a spending
spree with a record €10.9 billion of

volume of €2 billion, double that of 2014, investment, accounting for nearly half of

total transaction volume. Activity from
Middle Eastern and North American
investors also increased by about

140% (to €4.4 billion) and 46% (to
B London accounted for 63% of all single €5.5 billion), respectively.

asset transactions in the UK by volume.
The sale of the Ace Hotel London

Shoreditch by Starwood Capital to Faster, Higher, Stronger
Limulus Ltd for €206/£150 million set
a new price per room record in East

London (€800,000/£581,000 per room); will take place in Brazil. The motto of
the Games - faster, higher, and stronger

- conveys a sense of dynamism and
achievement that also defines 2015’s hotel
transaction activity: the year not only
broke numerous records but earned the
gold medal for previously unseen total
transaction volumes.

underpinned by further recovery in
the tourism sector of this once severely
troubled economy;

In 2016, the 31st Summer Olympic Games

B Germany again registered the second
highest number of hotel sales, and
transaction volume more than doubled
compared to 2014;

In 2015, hotel transactions

CHART 1: TOTAL HOTEL INVESTMENT VOLUME 2006-15 worth €23.7 billion were
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'Only transactions that sold for more than €7.5 million are
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doubled compared to 2014,
surpassing the previous peak
(€14.5 billion) recorded

in 2006. Total single asset
volume (€9.1 billion)

also reached a new peak,
representing an increase of
21% on 2014 and 53% on the
pre-downturn peak recorded
in 2006. These results have
raised total transaction
volume to previously unseen
levels and pushed the ten-
year annual average from
€10.5 billion to €11.4 billion.

Interestingly, ‘only’ some

142,000 hotel rooms transacted in 2015,
compared to approximately 190,000 in 2014.
The previous year’s results, however, were
somewhat skewed by Jin Jiang’s acquisition of
Louvre Hotels, which involved 90,000 rooms.

Strong investment demand was supported

by positive industry fundamentals as year-
on-year RevPAR growth in all but two of
Europe’s 20 major markets continued on an
upward trend. The impact this had on average
prices per room are explored in our sister
publication, the 2016 HVS European Hotel
Valuation Index.

Numerous mergers and acquisitions were
also announced in 2015, such as Marriott’s
acquisition of Starwood Hotels & Resorts and
AccorHotel’s purchase of Fairmont Raffles
Hotels International (FRHI). These entity-
level acquisitions, however, were not included
in this research given that the transactions
have not yet completed. In China, Jin Jiang

CHART 2: REGIONAL SHARE OF TRANSACTION
VOLUME 2015
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Source: HVS — London Office

RADISSON BLU AMSTERDAM AIRPORT, THE NETHERLANDS

HVS Hodges Ward Elliott acted as the seller’s agent on the sale of the
Radisson Blu Amsterdam Airport. The 246-room hotel was acquired by
Singapore-based M&L Hospitality for €43 million.

and Plateno Hotels Group merged, becoming
China’s largest hotel group and one of the
world’s top five.

The UK was the strongest driver of
transaction activity, accounting for

€11.4 billion or 48% of total transaction
volume, more than double the activity
registered in 2014 - a development strongly
driven by numerous portfolio transactions.
Germany took second place and registered a
total transaction volume of €4 billion, a rise
of approximately 40% on 2014 levels.

Spain saw a strong increase in transaction
activity and recorded a total volume of

€2 billion, double the figure achieved in 2014,
and accounted for 10% of all hotel rooms sold
in 2015.

Total transaction volume in France decreased
slightly, with €1.6 billion registered in 2015
compared to €1.8 billion in 2014 (-11%).
Again, 2014’s results were somewhat skewed
by Jin Jiang’s acquisition of Louvre Hotels
(€1.2 billion), and therefore in ‘real’ terms
France recorded increased levels of both
smaller portfolio deals and single asset
transactions.

EUROPEAN HOTEL TRANSACTIONS 2015
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Quarterly Activity

There was a strong start to 2015, as the first
and second quarters were more active than
in 2014. The highest transaction activity was
recorded in the fourth quarter of 2015, and
this quarter represents more than a third of
the year’s total transaction volume, mainly
driven by the sale of the Holiday Inn London
Kensington Forum for €473 /£350 million
(€522,000/£386,000 per room) in October,
the sale of Host Hotels and Resorts’ European
portfolio for €420 million (€182,000 per
room) in November, and the sale of a pan-
European portfolio of eight Hilton-branded
hotels for €400 million (€147,000 per room)
in December. April was the strongest month
of 2015, owing to the sale of the Maybourne
Collection (London’s iconic Claridge’s,
Connaught and Berkeley hotels), which
reportedly transacted for €2.7/£2.0 billion
(€5.1 million per room).

Single Assets

After an already record-breaking 2014, single
asset volume reached new heights in 2015
with year-on-year growth of 21%. Single

asset transactions represented 38% of total
transaction volume and 237 individual hotels
(approximately 44,000 rooms) were sold for
€7.5 million or more. In 2014, 190 single asset
hotel deals were recorded (37,000 rooms).

Following a decline of 3% in 2014, the
average price per room for single assets
increased by 3% in 2015. The highest prices
per room for single assets were achieved in
[taly, Switzerland, the UK, Norway and the

CHART 3: INVESTMENT VOLUME IN 2015 BY QUARTER

UK HOLIDAY INN PORTFOLIO

In a portfolio transaction comprising 18 properties
(724 rooms), Cerberus Capital Management acquired
the second tranche of the LRG hotel portfolio from
LRG. HVS advised Cerberus Capital Management and
its lender.

Netherlands, with individual prices per room
as high as £971,000/€1.3 million in London
(the Regency Hotel, now the DoubleTree by
Hilton London Kensington, which was sold
for £100/€135 million) and €1.3 million in
Venice (the Gritti Palace, which transacted for
€105 million).

Spotlight on the UK

Once again, the UK topped the ranking in terms
of both portfolio and single asset transactions.
UK sales represented 31% of European single
asset transactions with a volume of €2.9 billion
(£2.2 billion), an increase of 20% on 2014. The
UK also carved a clear gap ahead of Germany
(in second place with €2 billion) and Spain (in
third place with €656 million).

London accounted for 63% (€1.9/£1.4 billion)

of all single asset transactions in the UK.

Major deals included the sale of the Ace Hotel
London Shoreditch by Starwood
Capital for €206/£150 million
(€800,000/£581,000 per room),
setting a new price per room

24 Cumulative 1 record in East London. The St
22 Singe Asset 34% of Total ., )
20 Dottt I | Ermin’s hotel was acquired
18 I I | by the Chen family’s Sunrider
12 I 14% of Total | International for €231 million
2 1 I 27% of Total [ (€700,000 per room) from a joint
S 25%of Total | 1
= 10 I [ venture between Angelo Gordon,
8 .
v | I Amerimar and Gracemark. The
4 I I I Holiday Inn Kensington Forum
g | 1 ) was sold by Apollo Global,
Q1 Q2 Q3 Q4 shortly after it acquired the
2015 2015 2015 2015

Source: HVS — London Office

hotel as part of a UK portfolio,
to Queensgate Investment

EUROPEAN HOTEL TRANSACTIONS 2015 |
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for €473 /£350 million

(€522,000/£386,000 per room).

Notable transactions outside
London include CDL's
acquisition of the Cambridge
City Hotel from London &
Regional for €84/£61 million
(€426,000/£311,000 per
room). The Leena Group
acquired the Village Hotel in
Edinburgh from KSL Capital
Partners for €38/£26.5 million
(€314,000/£221,000 per room).

Spotlight on Germany

CHART 4: SINGLE ASSET INVESTMENT VOLUME 2006-15
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Germany remained the second most active
region in Europe with 48 sales, 23% of all
single asset sales in Europe during 2015,
including nine hotels in Munich, eight in
Berlin and five in Hamburg. Single asset deal
volume in Germany grew from €820 million
to approximately €2 billion (+140%). The
sale of the Sofitel Munich Bayerpost to Deka
Immobilien achieved the highest price,
€180 million (€455,000 per room). Deka,
Union Investment and Art-Invest Real Estate
Management were the most active buyers,
accounting for almost 40% of all German

single asset transactions.

Other notable transactions included the sale
of Le Méridien in Munich for €158 million
(€415,000 per room) by Kildare Partners and
a Luxembourg-based administrator to Deka;

LONDON AND UK HOLIDAY INN PORTFOLIO

Apollo Global Real Estate acquired the final tranche
of the LRG hotel portfolio from LRG. The transaction
comprised 22 hotels (5,178 rooms), including the
Holiday Inn London Kensington Forum. HVS acted as

valuers for the lenders.

the Radisson Blu Hotel in Hamburg, which
was bought by Azure Hotels for €150 million
(€270,000 per room); and a future 25hours
Hotel in Munich for €120 million (€706,000
per room), which was purchased by Inka AG
from a joint venture between Tristan Capital
Partners and Freo. We note that a number of
the transactions recorded were developments
(for example, the INNSIDE by Melida Hamburg,
which was acquired by CPA®:18 for

€29 million/€140,000 per room, and the
Hampton by Hilton Berlin Alexanderplatz,
which was sold for an undisclosed sum),
showing that investors are eager to become
more entrepreneurial in search of yield.

Spotlight on Spain

On account of increases in international
demand and a continued recovery of

the major European tourism economies,
hotel transactions in Spain have increased
substantially in the last two years. The

main focus remained on urban markets

like Barcelona and Madrid. Notable single
asset transactions included the Hotel Ritz

in Madrid, which was acquired by a joint
venture between Mandarin Oriental and the
Olayan Group for €130 million (€778,000
per room), and the Holiday Inn Bernabéu

in Madrid, bought by Hispania for €50.6
million (€162,000 per room) from Leading
Hospitality. Recent portfolio transactions,
such as the joint venture between Barcel and
Hispania-Azora (16 hotels with 6,097 keys)
and Melia and Starwood Capital (six hotels
with 2,855 keys), confirm the strong interest
from international investors in the region.

EUROPEAN HOTEL TRANSACTIONS 2015 |
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Spotlight on Italy

Nine transactions were recorded in Italy
with a total volume in excess of €630 million,
most of which took place in primary cities
such as Rome, Milan and Venice. Three

main transactions made up 70% of the

total single asset sales: the Boscolo Milano
Hotel (€101 million, €659,000 per room);
the Westin Excelsior, Rome (€222 million,
€703,000 per room); and the Gritti Palace,
Venice (€105 million, €1.3 million per room).
With those three sales driving up the average
values, Italy saw an average price per room of
€381,000in 2015.

Spotlight on France

In France, 19 single asset transactions (close
to 2,200 rooms) were recorded, an increase
of 16% on 2014. These sales accounted for
approximately €521 million. Similar to 2014,
most transactions occurred in the Greater
Paris area (80% of the single assets sold in
France in 2015). Highlights in 2015 included
MI29 Eurobail’s purchase of the Novotel
Tour Eiffel Hotel (former Nikko Hotel) from
AccorHotels for €200 million (€262,000 per
room).

The Year of the Portfolio
Deal

In 2015 portfolio transactions accounted for
€14.6 billion, or 62% of the total European
transaction volume. This figure is remarkable,
as it not only represents more than double
the portfolio transaction volume of 2014 but
it also sets a new record by surpassing the
€14.5 billion recorded in 2006, at the peak of
the last cycle. A further record was achieved
in terms of the number of portfolio sales, with

CHART 5: PORTFOLIO INVESTMENT VOLUME 2006-15
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some 70 individual portfolio transactions
recorded last year (totalling approximately
98,000 rooms).

The largest portfolio deal in 2015 was

the sale of the Maybourne Collection,
comprising three London luxury trophy
assets (Claridge’s, The Connaught and The
Berkeley), which was acquired by the Qatar
Investment Authority from joint owners Sir
David and Sir Frederick Barclay and Paddy
McKillan. The acquisition price for the 100%
stake in the company owning the three assets,
reported to be in the region of €2.75 billion,
represents a price per room of more than

€5 million.

A joint venture between Lehman Brothers
Real Estate, Realstar and GIC (together
‘LRQ") further concluded the disposition of
its UK hotel portfolio comprising Holiday
Inn- and Crowne Plaza-branded hotels. The
second tranche of 18 regional hotels was
acquired by Cerberus Capital Management
for €310 million (€127,000 per room). Apollo
Global subsequently acquired the third

and last part of the portfolio comprising 22
hotels for €1.3 billion (€249,000 per room),
which included several London hotels, one
of which was quickly sold on to Queensgate
Investment.

Several hotel platforms also changed hands in
2015. Lone Star Funds acquired the Jurys Inn
portfolio of 31 hotels across the UK, Ireland
and the Czech Republic for €883 million
(€117,000 per room) and Hong Kong CTS
bought Kew Green Hotels comprising

54 hotels across the UK for €569 million
(€87,000 per room). Singapore-based Frasers
Hospitality acquired Malmaison and Hotel du
Vin, which includes 29 hotels across the UK,
for €511 million (€245,000 per room).

suopdesuel] Jo Jdquiny

2015
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CHART 6: PORTFOLIO INVESTMENT BY REGION 2013-15
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Portfolio Investment by Region

Once more, the UK was top in terms of
portfolio transactions with a total portfolio
volume of €8.6 billion, more than three
times the amount recorded in 2014 and
representing 59% of total European portfolio
transaction volume for the year. Although
Germany’s share of total European portfolio
volume (13%) decreased, the absolute
amount (€1.9 billion) represents an increase
of 40% on 2014 levels. France also recorded
strong portfolio transaction activity with a
total volume of just over €1 billion, double
the amount registered in 2014 (after the
exclusion of Jin Jiang’s acquisition of Louvre
Hotels).

Buyers

Private equity companies are showing
sustained interest in hotels as they
represented almost 28% of the total volume,
followed by institutional investors (25%),
real estate investment companies (18%) and
hotel operators (16%).

CHART 7: BUYER TYPES IN 2015 — SINGLE ASSET SALES VERSUS PORTFOLIO
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Private equity investors accounted for

a particularly large share of portfolio
acquisitions (39%), but also showed keen
interest in single assets (10%). This includes
firms such as Apollo Global (acquired a
portfolio of 22 hotels across the UK for

€1.3 billion), Lone Star Funds (acquired

a portfolio of 31 Jurys Inn hotels across

the UK, Ireland and Czech Republic for
£680/€883 million), and Starwood Capital
(acquired five portfolios of 23 hotels overall
across Europe).

Institutional investors were also active
with sovereign wealth funds accounting for
approximately a quarter of both portfolio
buyers and single asset purchasers. This
included the acquisition of a portfolio of
eight Hilton hotels by the Oman Investment
Fund (€400 million) and the purchase of
the Maybourne Collection by the Qatar
Investment Authority (£2/€2.75 billion).

Real estate investors continued to diversify
their portfolios into hotels and represented
26% of the investment volume in single
assets and 13% in portfolios. The biggest
acquisitions by real
estate investors in
2015 were the the
Ace Hotel in London
by Limulus Ltd
(£150/€206 million)

Portfolio

11%
Hotel Investment

Companies 12%

Private Equity
10%

Hotel Owner-
Operators 12%

Source: HVS — London Office

Institutional
Investors 25%

Real Estate

Investment

Companies
26%

Institutional
Investors
25%
Private Equity
39%

Real Estate
Investment
Companies
13%
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CROWNE PLAZA AMSTERDAM CITY CENTRE, THE
NETHERLANDS

YC Amsterdam BV acquired the 270-room Crowne
Plaza Amsterdam City Centre from Host Hotels &
Resorts for €103.5 million. HVS Hodges Ward Elliott
acted as the seller’s broker in this transaction. The
hotel will undergo a full renovation and will open in
2017 as a Kimpton hotel, becoming the first Kimpton-
branded property outside of the Americas.

Group, for example), hotel owner-operators
continued to be active in 2015, accounting for
12% of single asset investment volume and
18% of portfolio volume. Major transactions
include Accor’s acquisition of 43 hotels from
Fonciere des Régions (€281 million) and the
acquisition by China-based Hong Kong CTS

of Kew Green Hotels, comprising 54 hotels
across the UK(£400/€569 million).

Investment by Region

Transaction volume from European investors
accounted for almost 46% of overall
investments, similar to 2013 levels. These
buyers mainly sought well-established,
branded hotels in mature markets (such as
the Novotel Tour Eiffel in Paris
and the Sofitel Munich Bayerpost
or Le Méridien in Munich). North
American investment accounted
for 23% of total volume in 2015,
down 3%, but in absolute terms
it increased by almost 50%,
showing that these investors
remain keen to deploy capital
outside of North America. Asian
investment increased by 11%

on account of continued strong
interest from Asian buyers

such as Singapore-based M&L
Hospitality, which acquired
assets in the UK, Belgium and
the Netherlands, or Queensgate, 0
which acquired the Holiday Inn

25,000

20,000

15,000

€ Billions

10,000

5,000

London Kensington Forum. Investment from
the Middle East also increased, representing
19% of total sales, but did not reach 2013
levels, which included several acquisitions
of upscale and luxury assets in London and
Paris.

Sellers

Real estate investment companies made up
the largest seller segment for both portfolio
and single asset deals. Notable portfolio
dispositions by these sellers include LRG’s
sale of 40 Holiday Inn- and Crowne Plaza-
branded hotels across the UK, sold in two
tranches. Additionally, the Berkeley Group
sold an nhow hotel development in London
to AXA IM for €126 million (€664,000 per
room).

The largest single asset disposition by an
institutional investor was Invesco’s sale

of the Radisson Blu Hamburg to Azure for
€150 million (€270,000 per room). Credit
Suisse’s Hospitality Fund sold the Hotel
Palace Luzern to Asian-based Yunfeng Gao for
€46 million (€338,000 per room).

Hotel owner-operators were also active
sellers: the Moran Hotel Group sold nine
properties to Dalata Hotel Group for

€455 million (€200,000 per room) and
Fattal and the Leopard Group sold a portfolio
of 18 hotels to Pandox for €400 million
(€117,000 per room). Starwood Hotels &
Resorts was an active seller of trophy assets,
including the Westin Excelsior Rome to
Katara Hospitality and the Gritti Palace in

CHART 8: INVESTOR ORIGIN BY REGION 2010-15
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CHART 9: SELLER TYPES IN 2015

Portfolio

Bank 6%
Other

6%

Real Estate
Investment
Company 24%
Private Equity
16%

Institutional(
Investor 5%
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Hotel Owner-
Operator 18%

Venice to Nozul Hotels & Resorts. Belmond
and Landis Inversiones sold the Hotel Ritz in
Madrid.

While private equity houses were net buyers,
notable dispositions included Apollo Global’s
sale of the Holiday Inn London Kensington
Forum to Queensgate Investment. KSL Capital
Partners sold its Malmaison and Hotel du Vin
portfolio to Frasers Hospitality. Mount Kellett
Capital Management, Ulster Bank, Westmont
Hospitality Group and Avestus Capital
Partners (shareholders of Jurys Inn) sold the
Jurys Inn portfolio of 31 UK assets to Lone
Star Funds.

Conclusion and Outlook

2015 was a truly outstanding year for
hotel deals, leading to new records for
both portfolio and single asset transaction

Single Asset

HNWI
5% Other
10%
Institutional
Investor
10%

Undisclosed
11%

Real Estate
Investment
Company
26%

Hotel Owner-
Operator

19%

would expect 2016 to continue to see strong
investor demand. Given the UK’s recent
dominance within the European transactions
landscape, attention in the current year is
likely to shift further to other markets such
as Germany, France and Benelux. Concerns
about a potential lack of supply are somewhat
mitigated by the fact that acquisitions made
at the beginning of the current cycle are
nearing the end of a five-year holding period.
While 2016 might not turn out to top 2015,
no immediate slowdown is in sight as the
fourth quarter of 2015 accounted for a third
of the year’s total transaction volume, and
this momentum is expected to spill over into
2016. Indeed, 2016 has already seen several
significant transactions, such as the purchase
of two Club Quarters hotels in London by
AXA and ATP from Chelsfield Partners for
€245/£180 million (€524,000/£385,000 per
key). Other ongoing high-profile sales for

levels. Attracted by continued RevPAR
growth in most major European markets,
investors turned eagerly to the hotel sector.
Interest stayed strong as hotels remained a
comparatively attractive investment class,

2016 include the two Hilton Metropole hotels
in London and Birmingham, the new Hilton at
Schiphol Airport in Amsterdam, the Park Inn
Berlin Alexanderplatz, the Hilton Athens and
the Le Méridien Etoile in Paris.

presenting investors with the necessary
sector knowledge and the opportunity to
achieve higher investment yields than other
property types. The search for yields, which
in 2015 was exacerbated by low interest
rates, downward pressure on stocktakes
and global political turmoil, will continue
with keen interest from within Europe, but
especially from the Middle East and Asia.

Despite current economic woes and
increased volatility in the stock markets,
there is no immediate end in sight for interest
in the hotel sector, as underlying operating
fundamentals are trending upwards and we

- HVS -

EUROPEAN HOTEL TRANSACTIONS 2015
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About HVS

HVS, the world’s leading consulting and services organization focused
on the hotel, mixed-use, shared ownership, gaming, and leisure
industries, celebrated its 35th anniversary last year. Established in
1980, the company performs 4,500+ assignments each year for hotel
and real estate owners, operators, and developers worldwide. HVS
principals are regarded as the leading experts in their respective
regions of the globe. Through a network of more than 35 offices and
more than 500 professionals, HVS provides an unparalleled range of
complementary services for the hospitality industry. www.HVS.com

Superior results through unrivalled hospitality intelligence.
Everywhere.

With offices in London since 1990, HVS London serves clients with
interests in the UK, Europe, the Middle East and Africa (EMEA).

We have appraised some 4,000 hotels or projects in more than 50
countries in all major markets within the EMEA region for leading
hotel companies, hotel owners and developers, investment groups
and banks. Known as one of the foremost providers of hotel
valuations and feasibility studies, and for our ability, experience and
relationships throughout Europe, HVS London is on the valuation
panels of numerous top international banks which finance hotels and
portfolios.

About HVS Hodges Ward Elliott

HVS Hodges Ward Elliott is the hotel brokerage and investment
banking division of HVS. Operating within the European marketplace,
HVS Hodges Ward Elliott acts on behalf of its clients in the sale

and financing of hotels. Assighments include individual assets and
portfolios, with transactions having been successfully concluded in
most major European markets.

For further information about the services of the London office,
please contact Charles Human on +44 20 7878 7771 or
chuman@hvs.com.
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