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1998 Market Overview

1998 will go down in history as the year that hotel
stock values plumetted by as much as 85%.
Although some of the stocks have recovered some
of their value, most are still trading at less than
50% of their former highs. Starwood, the world’s
largest REIT, has restructured as a public “C”
corporation and Patriot American Hospitality is
still in the process of restructuring and is planning
to sell a large percentage of its portfolio.

European hotel stock values, however, have not
been as severely hit. Granada, who own the Forte
and Le Meridien brands is up in value by 9.5%
with Labroke (Hilton International) off by 18% and
Bass (Holiday Inn and Inter Continental) off by
12%. Accor, the French conglomerate with Sofitel
and Novotel brands is up 9% over 1997,

Of the Canadian hotel chains, Four Seasons has
recently announced record earnings for 1998 and
continues to grow its resort portfolio. Canadian
Pacific Hotels acquired the Princess hotel chain in
1998 and is actively pursuing the Mexican chain
Camino Real and the Fairmont Hotel Company.

In British Columbia our tourist industry continues
to grow, although at a slower pace than in recent
years. A 1.5% growth rate is projected for 1999
with tourist revenues estimated to top nine billion
dollars. The Business Development Bank of
Canada has amnounced its support for tourism
development with a $500 million financing fund.

Only top quality facilities to attract an international
market will be financed.

AAA has published its 1999 hotel ratings guide
and ranks only 9 hotels in downtown Vancouver
with 2 5 or 4 diamond classification, This
represents only 37% of downtown hotel rooms or
21% out of the 44 properties. This lack of
international quality hotels is just one reason why
some of the worlds’ leading hotel chains are still
bullish about investing in a new build hotel. They
have investigated purchasing an older 3-star
property, most of which offer little flexibility for
re-development to a 4 star plus international
standard.

Some of downtown Vancouver’s potential hotel
development sites have now been passed over and
are currently being proposed for stadium cinemas
and office buildings. Examples include 600
’Gwr'ﬁn'w'lic, 780 Granville, 900 Burrard Street, 1133
West Georgia Street and 1177 West Pender Street.
This now leaves less than 5 quality 4 and 5
diamond hotel development sites in a market which
has seen a considerable decrease in land values.

On the management company front, both CHIP
REIT and Royal Host REIT have purchased hotel
management companies from the O’Neill brothers
and the Royer family respectively. This will
ensure an improved return for the REIT investors.



Hotel Business Results

1998
Number of Hotels
Downtown Vancouver Over 75% Occupancy

High Low Average | 1998 1997
Occupancy 95.2% 49.8% 73.4% 14 17
Number of Hotels

Over $150

ADR $206.53 $84.12 $137.54 10 l 10

Vancouver’s downtown hotels recorded an

occupancy

decrease in 1998 of 3.4% but 699 new rooms were
added to inventory at varying times during the year.
This was a year when owners’ were working towards
the repositioning of their hotels resuiting in both
reflagging and deflagging. :

Previous Name New Name

Hotel Georgia Crowne Plaza

Austin Hotel Ramada Inn & Suites
Hotel California Howard Johnson

Landis Hotel Residence Inn by Marriott
Best Western O’Doul’s Listel Vancouver
Niagara Hotel Ramada Limited
Landmark Hotel Empire Landmark

Average daily room rates continued to grow by
$5.65 or 4.3% with Vancouver maintaining its third
place in the Canadian rankings behind the resort
areas of Alberta and Whistler.

For the first time in many years, Vancouver
does not appear in the top 12 occupancy areas
in Canada.

Number of Hotels
Richmond - Airport Over 75% Occupancy
High Low Average 1998 1997
Occupancy 84.4% 58.3% 12.2% 4 9
Number of Hotels
- Over $100
ADR $113.28 $78.25 $98.09 3 ] 5

Four new hotels opened in 1998 increasing supply to 15
properties with 5 more under construction with 1999
opening dates. The averages presented are from 10
hotels and do not include the new 1998 supply.
Richmond, the historic occupancy leader in Canada, has
now slipped to 8" position in 1998.

Prior to the building boom of 1997 and 1998 the airport
area had 2,413 rooms. After the new hotels open in
1999 the inventory is estimated to be 4,339 rooms, an
increase of 1,926 rooms or 80%. The Howard Johnson
Hotel has been rebranded as the Executive Inn Express
and is part of the growing Executive Inn’s chain which
has 6 hotels in British Columbia and one in Seattle.

Other Lower Mainland Areas

Two hotels achieved an occupancy of over 75% and 2
had an ADR in excess of $100. Average occupancies,
however, declined by 8.6% and lost $1.44 in ADR or a
decline of 1.6%.

There was no new supply added until late 1998 so the
real impact will be felt in 1999 with the opening of the
Executive Inn, Coquitlam and the Hilton Crystal
Square. The Burnaby Villa has changed its flag again
and is now a Radisson. This is the 3" change in 5 years

with Shératon and Clarion the previous flags.






