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October 11, 2013

Four Trends That Will Drive Q4
Q4 has plenty in store: pumpkin spice lattes, Thanksgivukkah, and holiday 
parties. But what does this quarter mean for the hotel industry? We asked 
LW Hospitality Advisors prez and CEO Dan Lesser which four trends will 
define the 2013 market. 

1) Growing Interest In Secondary & Tertiary Markets

While the traditional 24/7, coastal markets are still desirable, they're getting 
too competitive and expensive for many investors. (Plus getting sand in 
your socks is profoundly annoying.) Emerging energy markets—like 
Western Pennsylvania, Texas, and North Dakota—and university towns
are gaining even more traction. Overall, hotel fundamentals will remain 
strong nationwide.

2) Governmental Impact
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We're into the 10th day of the government shutdown, and hotels are 
feeling the pinch nationwide, with room rates and occupancy down. The 
government is not doing hotel business, and companies that do business 
with the government have cut back as well. Hotels around national parks
are suffering, too. We still have "What ifs?" to contend with, particularly the 
looming debt crisis. "Despite this, we always seem to get through these 
issues," Dan says. "And we're still the greatest country in the world—
overseas investors want to be here, own homes here, and visit. And it's the 
safest place to park your money." For risk-adjusted returns, hotels still 
garner tremendous interest.

3) Blackstone

There's been a lot of IPO initiatives, most famously, Hilton. And 
Blackstone—the hotelier's parent company—is clearly the aggregator of 
hotel investors engineering proposed IPOs. The company "is nothing short 
of brilliant," Dan says, positioning assets for exit while still selectively 
choosing investments. One of its more recent deals was the $450M
purchase of the Hyatt Regency Waikiki Beach Resort & Spa (pictured). 
"Blackstone is an expert owner," he adds.

4) The Affordable Care Act
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Even though the Affordable Care Act opened for business Oct. 1, 
"everyone's still trying to get their arms around it, and there's still a ways 
to go until people understand what it's really about," Dan says. (In that way, 
the ACA is a lot like a TS Eliot poem.) The hotel industry doesn't know what 
its costs would be as a result of ACA, despite the fact that the act was 
supposed to be implemented by 2014. Hotel investment projections are 
being a bit stressed to reflect some time adjustment the law may require.

$58M Government
Shutdown Impact

US hotels are losing $57.6M every week the 
government shutdown continues, we learned from 
the American Hotel & Lodging Association, 
which along with hoteliers nationwide sent a letter 
to President Obama and all 535 members of 
Congress pressing for resolution. AH&LA CEO 
Katherine Lugar (right) says the industry's ability 
to grow is "hamstrung by inaction from our 
policymakers." Communities near national parks
are hit especially hard, losing $76M per day in 
visitor spending and the cancellation of trips, the 
org notes. AH&LA also issued a statement urging 
the House to examine the current definition of full
-time employment in the Affordable Care Act (30 
hours/week) and its impact on small businesses
nationwide. It's advocating for increasing the 
definition to keep more in line with current 
employment practices.

Select-Service Sector Expects Banner 2014
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2014 will be a record year for select-service hotel buys, with 
low interest rates and a third consecutive year of large 
RevPAR increases, predicts JLL Hotels managing director 
Al Calhoun, here with the legendary Frankie Avalon (left) in 
California. (Forget beach blanket bingo... the party's moved 
to the hotel pool.) Al's worked in the select-service sector 
since 1990 and loves that institutional players are finally 
paying attention to what he's seen for over two decades: 
diversity, stability, efficiency, and cash-flow dependability. 
Trends Al sees: cap rates declining nearly 100 bps, and 
large select-service portfolios trading in the high 7% cap rate 
range and individual properties in the low 8% range. The 
number of bids JLL Hotels has received on premium-
branded hotel portfolios has increased two-fold.

Source: JLL Hotels

The select-service sector had a pretty spectacular 2013, as 
seen above. Three players will make up the bulk of 2014's 
investments, he says: REITs, who want urban, upscale 
assets in high-barrier-to-entry markets; private equity, which 
is looking for large portfolios it can leverage up; and local 
hotel management companies. Al, along with JLL Hotels 
SVP Mark Fraioli and VP Melvin Chu, just arranged the 
$24M sale of the four-story, 106-room SpringHill Suites by 
Marriott Portland Hillsboro on behalf of a W.P. Carey REIT 
affiliate, Watermark Capital Partners, and Montclair Hotel 
Investors; the buyer was RLJ Lodging Trust.

WANTED: Your Spooky
Hotel Stories!

It's nearly Halloween... and we want your spooky 
hotel stories for the next edition of Bisnow's Hotel 
Sheet! Last year, we covered the haunting 
happenings at San Antonio's Emily Morgan Hotel
(right), the DoubleTree by Hilton London-West 
End, Manhattan's Wolcott Hotel, and Mount 
Morris, NY's Allegiance Bed & Breakfast. Do you 
hear strange noises at night? Find mysterious 
messages scrawled on bathroom mirrors?Â C'mon
--you know it's not the ice machine down the hall. 
Send your stories to amanda@bisnow.com, and 
we'll publish our favorites in the next issue.

Have you ever stayed in a hotel so old that it sent you a wake-up letter? Send story ideas to amanda@bisnow.com.Ã‚Â 

CONTACT EDITORIAL CONTACT ADVERTISING CONTACT GENERAL INFO

This newsletter is a journalistic news source which accepts no payment for featured interviews. It is supported by conventional 
advertisers clearly identified in the right hand column. You have been selected to receive it either through prior contact or 
professional association. If you have received it in error, please accept our apologies and unsubscribe at bottom of the newsletter. 
© 2013, Bisnow LLC, 1817 M St., NW, Washington, DC 20036. All rights reserved.

Subscribe

Page 4 of 4Four Trends That Will Drive Q4 - Hotel Sheet

10/11/2013http://www.bisnow.com/hotels/122-four-trends-that-will-drive-q4/?utm_campaign=hotel_...


