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2023/24 Recession Takes a Mild Toll

Total U.S. Forecast by Quarter, Year-Over-Year Change
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2023 US Chain Scale Forecast: Upper Up Revives

Total U.S. KPIs, Year-Over-Year Change

Upscale

Occupancy +5.5% +6.0% +2.9% +0.8%
ADR -1.0% +2.8% +4.3% +3.6%
RevPAR +4.5% +9.0% +7.3% +4.5%

Source: STR © 2023 CoStar Group & Tourism Economics "‘ COStar



2024 US Chain Scale Forecast: Sluggish Rate Growth

Total U.S. KPIs, Year-Over-Year Change

Upper Upscale Total US
Upscale

Occupancy +4.6% +2.7% +0.8% +1.0%
ADR +2.2% +3.8% +3.8% +3.0%
RevPAR +6.9% +6.6% +4.6% +4.1%

Source: STR © 2023 CoStar Group & Tourism Economics "‘ COStar



Indices Recovering to 2019 levels
U.S. KPlIs, indexed to 2019

RevPAR Index
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“Soft Landing” Narratives Are A Feature of Recessions

wooncance P leaves Key rate unchanged ) TORONTO

STAR §

The U.S. Federal Reserve has left a key interest rate unchanged as the economy signalled it's on track for a soft landing in which growth slows
enough torestrain inflation.
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Hotel Operator Long-Term Confidence Is Slipping Steadily

Ratings of “8” or above
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Q: How would you rate your overall business confidence in the short, medium and long term (1 to 10)? 4.
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Hotel Operators Are Prepping for Recession in Their Budget Plans
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Q: How much impact, if any, has a potential recession had on your 2024 budget planning? ". C S -
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Normalization: Pandemic Era Winners Record Slower Growth Rates
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It’s Not Discounting, It’s Mix Shift!

“The other thing | would say is that on luxury in the U.S., we
actually saw a strengthening in the metropolitan areas, <...>

And they, in general, have a little bit lower RevPAR than
some of the resorts. So, some of this is a bit of a mix shift.”

Leeny Oberg, CFO and EVP, Development
Q2 Earnings Call, Marriott International
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As Demand For Urban Luxury Hotels Grows, Luxury ADR Deteriorates
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As Demand For Urban Luxury Hotels Grows, Luxury ADR Deteriorates
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A HOSPITALITY DATA PODCAST
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American Travelers Are Taking Their Dollars Abroad

Monthly Traveler Count
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City Pair Data Not Surprising: More U.S. Outbound Traffic
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Office Leasing Below Historical Norms. Sublease Inventory Keeps Rising.
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Office Leasing Below Historical Norms. Sublease Inventory Keeps Rising. Urban Upper Upscale Hotel Occupancy Recovers Slowly
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As Office Leasing Volume Goes, so Does Full-Service Hotel Occupancy
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Your Tax Dollars At Work ...

Quartile Weekly Utilization Estimated Averages of Federal Headquarters Buildings across Three-Week

Sample (One week in each of January, February, and March 2023)
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Delta Assumes Corporate Traffic Is What It Is

Glen Hauenstein, President:

Q1 Earnings Call:
Our corporate travellers are telling us they expect that to continue to
accelerate..we'’re counting a stable 85% revenue, 75% of traffic.

Q2 Earnings Call:

..hopefully, we'll get some upside surprise on the increase in business
(travelers), but we're not really counting on anything more than what we
see today.

Source: Delta Air Lines, Inc. (NYSE:DAL) Conference Call April 13 / July 13,2023 10:00 AM ET oy
?,# CoStar-


https://seekingalpha.com/symbol/DAL?hasComeFromMpArticle=false&source=content_type%253Areact%257Csection%253Amain_content%257Cbutton%253Abody_link

Companies with more flexibility are hiring more quickly

Headcount growth in the last 12 months by no. days required in-office
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Figure 7

Organizations with mandated on-site work policies experience much greater
difficulty retaining workers than those giving employees a choice

Q: In general, how difficult is it for your organization to do the following? (Difficulty retaining workers
by on-site work policy)

mDifficult =wEasy mNot applicable

Mandated 71% :

Strongly encouraged 50%

Employee choice 46% 4%

On-site work policy

0/

There is no policy 50% 6%

Note: 185 HC leaders responded
Source: The Reimagined Workplace 2023, The Conference Board, 2023
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Group Demand Has Been A Success Story

Total U.S., Group demand, Luxury & Upper Upscale, Jan 2019 — July 2023
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Hotels With Less Meeting Space Show Stronger Growth

U.S. Group Occupancy Change by Property Total Meeting Square Feet
12MMA June 2023 vs. 12MMA June 2017
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Top 25 Group Occupancy Still (Mostly) Down From 2019

Top 25 markets, Best/Worst Group OCC Change from YTD July 2019
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Top 25 Group ADR Soars (Mostly) Compared To 2019

Top 25 markets, Best/Worst Group ADR Change from YTD July 2019
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Higher Interest Rates Impact Construction Pipeline

U.S., Pipeline rooms in thousands by phase, July 2022 and 2023

In Construction -2%
Final Planning 248 177 40%

Planning 239 280 -14%
Under Contract 637 609 5%
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Rooms in construction

We Are Not Building Ballrooms Anymore

US, rooms in construction by chain scale, July 2023
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Popular Leisure Destinations Have More Rooms in Development

Top 25 markets, In Construction rooms as percent of existing supply, July 2023
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Short Term Rentals: Larger Units Account for Most of the Supply Gains

May 2023 YTD Rental Supply Change by Bed Type (in ‘000s)
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Most of Rental Growth Is in Full Homes, Less So in 1-Bedroom

Percent of Total Rental Demand Change, May 2023 YTD
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Second Quarter Hotel Transaction Volume Drops 55% From a Year Ago
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Second Quarter 2022 volume excludes MGM sale-leaseback transaction with VICI for $17.2 billion

Quarterly Transaction Volume in Billions
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Main Themes

\
‘ Forecast still calls for RevPAR growth in a recession

Luxury ADR growth likely will be muted, but it’s “Mix Shift”, not “Discounting”

/.

Corporate transient demand: Who knows!?!?

Group demand healthy

In Construction counts will likely slow, Final Planning counts will likely rise

.\

‘ Transaction volume will be impacted by higher interest rates
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