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U.S. Lodging Outlook



Covid-19 and Fiscal Policy Assumptions

Macro Assumptions

 The Fed will raise rates by another 25 bps in May, then pause rate increases until rate cuts
begin in 2024

 Inflation will moderate to under 3% by 3Q-2023

 Labor supply constraints will continue to ease but elevated wage growth remains in place
for the hotel industry into 2023

* No new Covid-19 variants impact children or the vaccinated in any meaningful way

« Russia/Ukraine conflict does not lead to military involvement from the U.S. or the rest of
Europe

« As a result, the greatest risk of U.S. recession has moved from 2023 to 2024, but is not
built into our base case
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Macro-Factors Influencing our Current Outlook

Factors of Influence

« The corporate Return to Office has remained sluggish. We do not believe there will be the same number
a

of people working in offices the same number of days as pre-pandemic in the foreseeable future.
« Corporate profits are expected to drop 5% in 2023 and remain flat in 2024.

* As of 4/28, the stock market was up 9% YTD after being down 19% in 2022. However, The S&P 500 is still
29% above year-end 2019 levels.

« The U.S. Personal Savings Rate ended 2020 at an all-time high over 2x the 4Q-2019 rate. However,
foIIomecT;] a ﬁear of elevated inflation and pent-up discretionary spending, the personal savings rate has
dropped to the lowest level since 2010.

« The 2023 convention booking pace is up 12% from 2022 but still 7% below 2019 levels. However, the 2024
convention booking pace is down 9% from 2023 levels.

« Inflation is moderating and won’t be the ADR tailwind that it has been in recent quarters.
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Demand Segment Recovery

Corporate Transient

D Demand Segment Recovery Outlook
. In 2021, corporate transient demand was about 2/3 of 2019 levels and almost

80% of 2019 levels in 2022.
. We forecast corporate transient demand to increase to between 85% and 90% of 200% B Corporate Transient

2019 levels in 2023, which is where it will hold for the next few years. ] B Group

180% M Leisure Transient

Grou 160%
. In 2021, group demand was about half of the levels from pre-pandemic and

about 15% below 2019 levels in 2022. 140%

. We forecast a strong snap back in group demand with 2023 levels only slightly
below 2019 levels. Group demand will gradually improve through 2027,
stabilizing around 110% above 2019 levels.

100%
Leisure Transient $0%
. In 2021, leisure demand was about 75% above the levels of 2019 and was close
to 50% above 2019 levels in 2022. 60%
. We forecast leisure demand to gradually moderate, but leisure will remain a larger
) T 40%
component of demand moving forward than historically. Overall, we expect
leisure demand to stabilize around 130% of 2019 levels by 2023. 0%
0

2019 2020 2021 2022 2023F 2024F 2025F 2026F 2027F
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Current U.S. Forecast for Occupancy,ADRand RevPAR

Highlights Current U.S. Forecast

« LARC’s 2023 forecast is materially 2022 2023F  2024F  2025F  2026F
skewed by 1Q-2023, when we expect |occupancy 62.7%  63.8%  63.9%  64.0%  63.9%
gg;ﬁlza?r%ble%rogmen r%latet%e tc(gmicsrgr:t % Change 8.9% L.9% 0.1% 0.1% 0-1%
variapnt y ADR $148.83 $155.29 $162.03 $165.22 $168.94
o RevPAR was up jUSt over 16% in 1 %Change 19.1% 4.3% 4.3% 2.0% 2.2%

(con&stegg/ with- our outlook) hbtlglt will |RevPAR $93.28  $99.15 $103.59 $105.77 $108.01
of thayear  Car-overyear growtn e 1eSt | o change 20.8%  63%  45%  21%  2.1%

 Our 2023 ADR and RevPAR outlooks are
the highest among industry forecasters

« However, we are the most conservative
on the occuB_a_ncy recovery, which we
expect to stabilize around 64%

LiRC
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2022 U.S. Forecast Review- | LARC Outperforms

Late 2021 Forecasts for 2022

Highlights Relative to Actual Results

* Heading into 2022, LARC was the most positive of all the
major forecasting firms. We also anecdotally informed

clients that our industry- Ieadmg% ADR outlook was -OCC“panCV ADR W RevPAR
conservative and saw more upside than downside to it. 2%
* CBRE bases their forecast off Kalibri data, misaligning it 0%
with the others, so we offer an adjusted version based on -2% _1%
growth rates to more closely align with STR data o —2%
-4% -3%
-6%
-8%
Late 2021 Forecasts for 2022 and 100
Actual Results 12% e
Occupancy  ADR RevPAR -14% -13% ° _12_014%
Actual STR Results 62.7%  $148.83  $93.28 -16% -149 -15%
-18% -17%
LARC (as of 12/21) 62.4%  $136.74  $85.08 ) =) =) =) g
CBRE (12/21, Adjusted) 61.0%  $127.53  $77.85 2 > > > N
STR (as of 11/21) 63.4%  $130.00  $82.00 % = = = =
Costar (as of 11/21) 62.1%  $12843  $79.74 < = S < &
PwC(as of 11/21) 61.7%  $130.76  $80.63 ~ < 8 e <
e: Lodging Analytics Res sulting, CBRE Hofels, STR, PwC, CoStar N ©
=
(NN
o=
om
L ||I|| RC .

Source: Lodging Analytics Research & Consulting, JF Capital, CoStar
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2021 U.S. Forecast Review- | LARC Outperforms

Late 2020 Forecasts for 2021

Highlights Relative to Actual Results

* Heading into 2021, LARC was the most positive of all the

major ~ forecasting  firms. However, even we . m Occupancy ADR m RevPAR
un _er_?stlmated the pricing power the industry would 0%
exhibit.
. Our occupancy outlook for 2021 was considerablg closer -5%
than that of our peers, despite the uncertainty heading into
the year. -10% 0% 09,
* CBRE bases their forecast off Kalibri data, misaligning it e .
with the others, so we offer an adjusted version based on -15% -12
growth rates to more closely align with STR data
Late 2020 Forecasts for 2021 and -20% 189
-21%
Actual Results -25% °
Occupancy ADR RevPAR . -25%
Actual STR Results 57.6%  $124.67  $71.86 -30% _ _ _
2 S <
) ~
LARC (as of 12/20) 56.0% $111.86 $62.59 3 E N
CBRE (12/20, Adjusted for comparison)  52.7% $101.91 $53.76 2 1 o
STR (as of 11/20) 52.2%  $109.21  $57.03 8‘ & %
PwC (as of 11/20) 52.7% $103.25 $54.41 ~N
o
o
II II -

Ed

Source: Lodging Analytics Research & Consulting, JF Capital, CoStar
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Expenses and EBITDA

Key Expense Assumptions U.S. Lodging Wage Growth

« Property Taxes will grow at a 5.4%

(forecasts begin 1Q-2023)

CAGR through 2027 1Q 2Q 4Q 4Q  Annual
. 2019 4.5% 4.6% 4.5% 2.9% 4.1%

* WageS will increase at a 5.8% CAGR 2020 21%  -10.4% -6.2%  -0.2% | -3.7%
through 2027 2021 07%  27.0% 29.1% 21.7% | 19.2%

_ _ _ 2022  164% 8.1%  27%  47% | 7.6%

» Other Expenses will grow at inflation 2023F 126% 11.5% 9.6%  9.9% | 10.9%
. . 2024F 7.1% 5.1% 6.0% 4.3% 5.6%

« We assume historical levels of cost 2025F 45%  46%  45%  45% | 4.5%
flexing related to occupancy and for 2026 F 4.4%  43%  42%  41% | 4.3%
negative environments 2027F _40% _40% _3.9% 3.9% | 3.9%

U.S. Hotel EBITDA Growth

1Q yle) :Ye) 4Q Annual Vs. 2019
2021 79.4% -351% -11748% 1709% | 491.2% -43.2%
2022  494.7% 108% 23% 24% 67.1% -5.0%
2023F 25.0% -2.6% 9.6% 16.4% 10.2% 4.6%
2024F 27.7% 11.5% 0.8% -1.2% 8.6% 13.7%

®
2025F -38% -3.0% -08% -0.3% | -2.0% 11.4%
2026 F 0.0% -0.5% -12% -2.5% | -1.0% 10.3%
1l 2027 F  -2.3% -2.5%  -22%  -2.6% | -2.4% 7.6%

Source: Lodging Analytics Research & Consulting
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U.S. Forecast Summary

Key Takeaways U.S. Hotel Industry Forecast Summary

While ADR and RevPAR reached 2022-2025  2022-2027

2019 levels in 2022, we forecast 2028 Srowh CACR CAGR
Hotel EBITDA and Hotel Values  [Economic Supply 1.4% 1.1% 1.0%
to reach them in 2023. Demand 3.3% 1.8% 1.4%
Occupancy will stabilize around Occupancy 1.9% 0.7% 0.4%
64% (below 2019 levels) in 2023. ADR 4.3% 3.5% 2.99,
RevPAR 6.3% 4.3% 3.3%
Hotel EBITDA 10.2% 5.5% 3.2%
Hotel Values 6.2% 4.3% 1.7%

Source: Lodging Analyti h&C '

L I RC@
LODGING A

NALYTICS RESEARCH & CONSULTIN G



LikRC

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

Market Highlights



National Recovery Has Aligned with\Economic Growth

National Fundamentals Remain U.S. GDP vs. Lodging Demand and
Aligned with GDP RevPAR (Year-over-Year Growth)
2000-2019
150% 15%
Correlation 77.9% 79.2%
R-Square 60.7% 62.7%
100% 10%
2019-2022 o g o
Correlation 96.8% 93.0% \ §
N
R-Square 93.7% 86.5% 0% ﬁ F l@ N NNy YN S S 0%
-50% -5%
-100% -10%

2Q20
3Q20
4Q20
1Q21
2Q21
3Q21
4Q21
1Q22
2Q22
3Q22
4Q22
1Q23
2Q23
3Q23
4Q23

®
I I I I Source: Lodging Analytics Research & Consulting, Moody’s Analytics, CoStar
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But at the Cocal Level theRelatienship Has \Broken Down

No relationship between GDP
and RevPAR across LARC’s 49
markets since 2019

e Correlation of 1.2%

e R-Square of 0.0%

STR's Top 25 Markets from
2000 — 2019

* Correlation of 42.2%

 R-Square of 17.8%

ILRC
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-10%

-20%

2022 MSA GMP Growth over 2019 vs.

RevPAR Growth over the Same Period

N RevPAR GMP = = U.S. RevPAR U.S. GDP

Correlation: 1.2%
R-Square: 0.0%
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2023 RevPAR Outlook

2023 Top Performers (vs. 2022)

San Francisco, San Jose, Houston,

Minneapolis and Orlando: Three of
these five markets will be among the
farthest behind 2019 levels in 2022.
Growth will be the strongest in 2023,

but off a low base. Houston will
continue to  benefit from a
strengthening energy industry.

Orlando will benefit from strong group
demand and international travel.

2023 Top Performers (vs. 2019)

Palm Beach, Orlando, Phoenix, Puerto
Rico, and Mobile: Heavy leisure
exposure and strong pricing power will
lead all of these markets to generally
maintain their recent gains in RevPAR.

LiRC
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RevPAR Growth Rates for LARC’s 50 Markets — 2023 vs. 2022
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RevPAR CAGR for LARC’s 50 Markets — 2027 vs. 2022
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San Francisco, San Jose, Las Veqgas,

D.C. and Minneapolis:
of these five markets were

among the farthest behind 2019 levels
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Four

X1 ‘oluojuy ung
OW ‘AiD sosupy
A ‘3|j1asinoT
HO'uouunuD
3N ‘PyowO

NI ‘stjodounipy|
X1 ‘unsny

ZV ‘xiusoyq

14 ‘lwoly

1N “AD o7 4|ps
VYW ‘uoisogq

1V ‘sliqow

VA YIo41oN

VD ‘obaiq upg
0D “1sAusq

oo1y oMany

V1 ‘sunsjiQ meN
DS ‘uoysajipyd)
AN “HOA M3N
HO ‘uoiAnQ

VO ‘Piuppy

14 ‘pdwo |

Vd ‘Ybinqgsiid
IW ‘Hoaeq

IW “doquy uuy

11 ‘oBpo1y>

1d ‘yorag wiog
4O ‘pupjHog

V| ‘ssulow saQq
VD ‘s9j9buy so7
OW 'sino74g

NL ‘e[liAysPN
HO ‘snquinjod
vd ‘olydjspo|iyd
VD ‘wisypuy

X1 ‘spjpg

VM ‘SHpeg

X ‘uoisnoH

14 ‘opupliO

IH ‘ninjouoy

DN ‘aHopipY)
NL ‘siydwawy
HO ‘pup|aA2|)
DN ‘ybisjoy

NW ‘stjodpauury
DQ ‘uoibuiyso AA
AN ‘spBap sp7
VD ‘o2spupn.g ung
VD ‘esor upg

Growth will be the strong

going forward, but off a low base. Las
Vegas is the outlier, supported by

robust economic growth and strong

in 2022,
group trends.

RevPAR CAGR for LARC’s 50 Markets — 2027 vs. 2019

60%

Source: Lodging Analytics Research & Consulting

50%

2027 Top Performers (vs. 2019)

40%
30%

Orlando,

Las Veqas,
Memphis _and Tampa: Heavy leisure

Palm Beach,

20%

10%
0%
-10%

exposure and strong economic growth
will lead all of these markets to build

on their recent gains in RevPAR.
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Five-Year Hotel Value Outlook

2027 Top Performers (vs. 2022) oS

. . 6%
Los Angeles, Dallas, Minneapolis, ., !

Seattle and Las Vegas: Minneapolis 2%

Hotel Value CAGR for LARC’s 33 Markets — 2027 vs. 2022

: . . o i =
and Seattle make this list driven by  °% B I I [
their weak recovery to date. Los
Angeles will benefit form heightened SF2528IT23F0x 833282233 3EFASI8REES5ZFEZ
; 8 5 8 -2 g d 5 o = g S At 5 o S v 8 g X £ E XAy 9 o
event demand leading up to the 2028 88 0853288822805 22882352 £355853¢%5
' S8 385352233583 £ 2235822522823, 23
Olymplcs. I_Dallasand Las Vegas £ 88,8285 28 S£0055°25982%5¢% <3<
growth is driven by strong top-line 8 £ = < 2 32 @ = =% 3
growth and outsized economic growth.
Hotel Value CAGR for LARC’s 33 Markets — 2027 vs. 2019
2027 Top Performers (vs. 2019) 50%
40%
. 30%
Puerto Rico, Tampa, Los Angeles, Las 2002 ! ! I I
Vegas and Nashville: A mix of out-  19% ....II|||||||..___..
sized leisure exposure, strong oo nrnnpinl I I I
economic growth and modest expense 20%
growth drive these markets to be 400
winners over the long-term. STSZEFEETSSRIEEZ58S33FET 8552522822080
. e 288288 iy ot 8c 25T 8
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Questions?

If you are interested in a copy of this presentation or access to LARC's industry-
leading Market Intelligence Reports, please contact us.

Information@]Ilarcanalytics.com
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