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Transaction experts agree investors have a high degree of interest in independent assets, though lenders still are exercising a healthy 

amount of caution. 
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REPORT FROM THE U.S.—A decade ago, the trading and financing environment for independent hotels wasn ’t strong, but times have 

changed, sources report.

 
With third-party booking and review sites providing an additional distribution and marketing avenue, guests are increasingly looking to 

independent properties—and accordingly, prospective buyers and lenders are seeing that a hotel doesn ’t need a flag to be successful, 

sources said.

 
Data compiled by STR, parent company of Hotel News Now, shows that year over year through July independent hotels saw a 3.7% 

occupancy lift to 71.4%, an increase in average daily rate of 4.1% to $120.03 and a jump in revenue per available room of 7.9% to $85.70.

 
Approximately 70% of Pebblebrook Hotel Trust ’s 31-hotel portfolio is comprised of unflagged properties, CFO Ray Martz said. He said he ’s 
seeing wide interest from a large selection of investors in independent hotels.

 
“Independent hotels can also open up to brands who are trying to grow their distribution,” Martz said.

 
Ashish Lall, director and head of acquisitions and asset management at New York-based Fortuna Realty Group, said he ’s seeing a high 

degree of interest in independent hotels in New York as well.

 
“When they do (come available), people tend to grab them up,” he said.

 
Naveen Kakarla, president and CEO of HHM, attributes at least a part of this pick-up in interest from the 

rise of online travel agency and review sites. In the company ’s 115-hotel portfolio, 28 are unbranded.

 
“It allows the operator to drive better awareness and meet the demand requirements needed for 

independent hotels,” he said.

 
Daniel Lesser, president and CEO of LW Hospitality Advisors, said a lot of the investor attraction has 

been centered on properties located in urban markets with high barriers to entry. “For secondary and 

tertiary markets, it ’s not such a compelling story,” he said.

 
Kakarla agreed that investors looking to acquire an independent hotel must pay close attention to the 

market.

 
“It ’s easy to believe you can make a hotel into something it ’s not currently,” he said.

 
Regardless, he said independent hotels have come a long way in the minds of lenders and investors.

 
“Ten years ago, the notion was that the independent hotel was a dying breed and if you weren ’t a brand, it was a death knell,” Lesser said.

 
The lender perspective

Lenders, too, are warming up to independent hotels, sources said. But lenders are exercising a higher degree of caution.

 
Lall said the added level of trepidation is justified. “There ’s a little more risk—and a little more upside in independent hotels,” he said.

 
Lenders still seem more willing to lend to branded assets, though that does not necessarily mean independents will be shut out, sources 

said.

 
“They know what they ’re getting themselves into,” Lall said of lenders ’ preference for franchised and branded hotels.

 
Martz said that during the last cycle, commercial mortgage-backed securities lenders would penalize owners of independent hotels. 
 
“If the lender had to step in (because of default), they would be more confident with a brand,” he said.

 
Now, Martz said, he has seen that major lenders are coming around to the independent product. “Major lenders understand it better,” he 

said.
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