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Key Messages

Investment Market Demand & Supply

The Hotel sector is continuing to show signs of moving on from
the pandemic and able to navigate the recent volatility in
financial markets.

— Demand is recovering, albeit international arrivals could be 3-5
years away from returning to 2019 levels.

— Auckland, Melbourne, Perth and Sydney could take 3-5 years
to return to 2019 RevPAR levels. Adelaide and Brisbane are
seen as recovering by next year.

Our survey of investors, operators and developers finds:

— 50% see more investment towards the sector vs 13% less
investment. — Labour shortages outweigh concerns about interest rates,

— While 50% expect higher interest rates to flow into yields, two construction costs and inflation.

thirds see growth in values over the medium term.

— Sydney, Gold Coast and Brisbane are expected to have the
strongest performance next year. In turn, the most attractive
markets for development are Queensland and New South
Wales.
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50% expect to invest more in Hotels real estate than they did pre-pandemic

Do you think the pandemic has resulted in investors re-rating the
hotel real estate sector?

14%

l

Materially better

Slightly better 24%

No impact 18%

Slightly worse 34%

Materially worse 10%
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How has your investment outlook for the hotel real estate sector
changed since early 2020?

Invest More 50%

Invest the Same 38%

Invest Less 12%
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50% expect higher interest rates to flow into yields, but the majority do not expect inflation to benefit

from stronger ADR growth

Higher interest rates will result in hotel yield requirements
increasing.

Agree 50%
Not Necessarily 47%
Disagree 3%
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An inflationary environment will help enable stronger ADR
growth.

Agree 35%

Not Necessarily 58%

Disagree 7%
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When asked about where values will sit over the medium-term, two thirds see growth

Thinking about capital city hotel values, where do you see values
trending over the next three years?

Declines of 10% or more _ 10%

Declines of 0% to 10% - 1%
No material change - 13%
Increases of 10% or more - 1%
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50

For markets that have outperformed recently (eg Byron Bay,
Noosa), how long will this strength of demand last? (Multiple
responses allowed)

]

0 -1years 19%
2 - 3 years - 13%
3 years + - 1%
Uphold current demand levels - 10%
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Sydney, Gold Coast and Brisbane are expected to have the strongest performance in 2023, in turn, the
most attractive markets for development are Queensland and New South Wales

Which major markets do you expect to perform the strongest over

the next year? (Multiple responses allowed)

Sydney 54%
Gold Coast
Brisbane
Canberra
Adelaide
Melbourne
Perth
Auckland

Cairns

Darwin

CBRE RESEARCH

If purchasing or developing a hotel, which of the following
states/territories/countries are you interested in? (Multiple
responses allowed)

QLD 77%
NSW 76%
VIC
SA
WA
NZ
TAS

ACT

NT
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Corporate travel demand is expected to recover next year, however, international travel is viewed as

being 3-5 years away from returning to 2019 levels

When do you expect corporate travel demand to return to 2019
levels?

This year - 13%
5 years plus . 3%

Never F 1%
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When do you expect inbound arrival numbers into Australia and New
Zealand to return to 2019 levels?

4%

5 years plus F 4%
0

This year

__
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Auckland, Melbourne, Perth and Sydney could take 3-5 years to return to annualised 2019 RevPAR
levels, Adelaide and Brisbane are seen as recovering by next year

When do you expect Sydney CBD RevPAR to return to 2019 levels?

This year i 3%

1%

5 years plus
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When do you expect Melbourne CBD RevPAR to return to 2019
levels?

3%

5 years plus - 14%

This year
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Auckland, Melbourne, Perth and Sydney could take 3-5 years to return to annualised 2019 RevPAR
levels, Adelaide and Brisbane are seen as recovering by next year

When do you expect Auckland CBD RevPAR to return to 2019
levels?

This year i 2%

Next year - 17%

5 years plus - 12%
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When do you expect Perth CBD RevPAR to return to 2019 levels?

This year

Next year

3to 5 years

5 years plus

-
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Auckland, Melbourne, Perth and Sydney could take 3-5 years to return to annualised 2019 RevPAR
levels, Adelaide and Brisbane are seen as recovering by next year

When do you expect Adelaide CBD RevPAR to return to 2019 levels?

This year - 7%

5 years plus ' 6%
0
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When do you expect Brisbane CBD RevPAR to return to 2019 levels?

This year - 10%

3%

5 years plus
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Labour shortages outweigh concerns about interest rates, construction costs and inflation

Have you traditionally predominantly invested in which hotel
investment class?

Corporate 56%

Leisure 44

CBRE RESEARCH

What the biggest threats facing hotel owners and operators today?
(Multiple responses allowed)

Labour shortages 72%
Increasing labour/operational costs

Higher interest rates

Higher construction/refurbishment
costs

Inflation
New pandemic waves
New room supply

Room rate discounting
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Who took the survey?

(Multiple responses allowed)

Owner Operator _ 33%
Developer _ 26%

Industry Consultant 15%
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Contact Us

Valuation

Troy Craig

Regional Director

Capital Markets

Michael Simpson

Managing Director

Pacific Research

Sameer Chopra

Head of Research, Pacific and ESG Asia Pac

+61 439 398 769 +61431649 724 +61422 242 830
troy.craig@chbre.com michaelj.simpson@cbre.com sameer.chopra@cbre.com
Peter Hamilton Ally McDade

Director Associate Director

+64 21920 877 +61 426 264 314

peter.hamilton@cbre.co.n:

© Copyright 2021. All rights reserved. This report has been prepared in good faith, based on CBRE's current anecdotal and evidence based views of the commercial real estate market. Although CBRE believes its views reflect market conditions on the date of this presentation, they are subject to
significant uncertainties and contingencies, many of which are beyond CBRE's control. In addition, many of CBRE's views are apinion and/or projections based on CBRE's subjective analyses of current market circumstances. Other firms may have different opinions, projections and analyses, and
actual market conditions in the future may cause CBRE's current views to later be incorrect. CBRE has no obligation to update its views herein if its apinions, projections, analyses or market circumstances later change.

Nothing in this report should be construed as an indicator of the future performance of CBRE's securities or of the performance of any other company's securities. You should not purchase or sell securities—of CBRE or any other company—based on the views herein. CBRE disclaims all liability for
securities purchased or sold based on information herein, and by viewing this report, you waive all claims against CBRE as well as against CBRE's affiliates, officers, directors, employees, agents, advisers and representatives arising out of the accuracy, completeness, adequacy or your use of the ( B R E
information herein.
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