1of2

www.HotelMotel.com

Buyers seek hard-to-find assets

Jul 19, 2004

By: Jeff Higley
Hotel & Motel Management

NEW YORK-"Underperforming” is in the eyes of beholders when it comes to hotel assets. But in the lodging industry’s current
economic climate, there might be more beholding than there are assets available.

During a Lodging Industry Investment Council roundtable sponsored by HOTEL &
MOTEL MAMAGEMENT in conjunction with June's New York University International
Haospitality Industry Investment Conference, several paricipants idenftified
underperforming hotel asseds as the most sought after product in the lodging industry
but they aren't easy to find

“I'm net sure there's an infinite number of those [underperforming assets]” said Dan
Lesser of Cushman & Wakefield. "When you look at the portfolio of buyers of hotel
real-estate today, they typically are sophisticated capital sources that are aligned with
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industry Investment Council co-chair and not, in fact, be underperforming. The hotel industry is notorious for being ego-driven.”
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during a LIIC roundtable. "A lot of the underperformance has come from a lack of
[capital expenditures] over the last several years,” said Rick George of Hospitality Real Estate
Counselors. "There probably are some assets out there that are truly underperforming and can
be made better. There are a lot of hotels that have not kept up with their capital expenditures
that do have a good box, are in a good location, in a good market that can be improved and
have gone down in terms of brand and can come back in terms of brand, again with the right

capital expenditures.”

There are clear indications of what hotel owners are looking for when they're searching for
underperforming assets, George said.
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are going into other types of buildings to find and create these underperforming opportunities.” Investment Conference in June.

Regardiess of the availability, the industry is enjoying a strong run as it rebounds from its three-year downturn-and roundtable
participants expect the number of transactions to increase.

C.A. Anderson, executive v.p. of acquisitions and development for Interstate Hotels & Resorts, said the current environment
reminds him of six years ago.

“We don't have the compression factor that was occurring then,” Anderson said.
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All that adds up to good news for the foreseeable future

"We're forecasting that we should beat revenue targets this year, and close to or beyond the targets we have for net operating
income,” Anderson said. "We still don't have the ability to move rate like we'd like to, but thatll come back as the occupancies
come back. We're continuing to be bulish.”
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