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um of accommodation options, ranging from traditional hotels to
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Check-In
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The hotel iIndustry has recovered impressively from the impact of the
pandemic. The relevant key indicators are currently even stronger than in

2019 in most regions of the world. We examine the current market and
Its development potential.



AVEL KEYS TO SUCCESS CHECK-OUT

Pre-pandemic

By early 2020, the global hotel market had been
growing for around ten years. The development
from a niche product to a good opportunity for the
diversification of property portfolios was thanks to
both the increase in global travel and years of low
interest rates. These factors led to rising demand,
the expansion of established hotel chains as well as
new market players and an increasing number of
development projects.

During the pandemic

rist flows stopped and the growth of global

3| markets came to an abrupt halt. Adjustments
already withessed in the property valuations of
lthough these were less affected by write-
erall than other asset classes.

COMMERZ REAL

Bright
prospects.

Post-pandemic

After the many global challenges and changes of
recent years, the hotel market is back on the road
to economic success. 2023 already demonstrated
that there has been an increase in both leisure

and business trips. The demand for hotels is there
and will continue to increase in 2024. The rapid
recovery of the travel industry after the pandemic
demonstrates its resilience to crisis and confirms
that hotel properties constitute a promising
Investment option. Increasing ESG requirements,
digitalisation, price sensitivity and a shortage of
skilled workers currently represent challenges, and
it is now necessary to take the right measures to set
the course for the future. After all, this also gives rise
to numerous opportunities.
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G IOb I t I Revenue development and forecast per available room
a rave g (RevPAR) for selected regions'?

in EUR/AUD/USD

The relevant key indicators are now stronger than in 2019 in I
200 UusS (USD)

most regions of the world. m Australia (AUD)

Il North/East Asia
(USD)
B Europe (EUR)

2019 2020 2021 2022 2023 2024 2025 2026 2027

 The markets in the USA, Europe and Australia, in particular, have recovered quickly and are already
above pre-crisis levels. Global revenue in the ‘hotels’ market segment from 2019

to 2028°

* On the other hand, Asia withessed a somewhat slower recovery due to the long lockdown period in
China!

in billion euros

« In Europe, the average room rate in 2023 increased by 26 per cent compared to 2019. Although 500

occupancy of 69 per cent is still slightly below the 2019 level of 72 per cent, revenue per available
room has already been exceeded (+20 per cent).!

* |In North-East Asia, on the other hand, declining key indicators can still be observed in 2023. The
average room occupancy rate in 2023 was still around 4 per cent below the 2019 level. However,
the room rate increased by an average of USD 1in 2023 compared to 2019!

* Changes in travel behaviour in the post-Covid era have also led to adjustments to hotel and
accommodation concepts. Innovative concepts, such as combining leisure and business travel, offer

growth opportunities. 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

' STR (Smith Travel Research) database, December 2023
2 Property Market Analysis LLP, European Hotel Service, April 2023
3 Statista Research Department, February 2024
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The current

transaction market.

The recovery of the hospitality market is not yet
reflected in the global transaction market, which
declined again in 2023, partly in light of the re-
cent rise in interest rates. This is due to the on-
going uncertainty surrounding pricing. As soon
as there is more clarity in this regard, transaction
Ivity should resume. However, this has hardly
effect on the operational development of ex-
otel properties.

As with all types of use, valuations will depend
on investors’ expected risk premium compared
to the ‘risk-free’ interest rate. The hotel indus-
try Is considered to be one of the few types of
use in which investors can also participate in an
operational improvement in earnings by drafting
contracts accordingly.

Due to a potential market shake-out phase
and good market relations, future opportunities
can be optimally exploited.
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At a glance:
Seven
opportunities.
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NEW NEEDS

In the wake of the pandemic,
new needs are emerging
that are having a lasting
Impact on travel behaviour
and the demands placed on
accommodation providers

‘Strategic realignment and active portfolio
management are more essential than ever due
to fundamental changes in market conditions

since 2020.’

Sven Nétling

Head of the Hospitality
Real Estate Department

RESILIENCE

The ability to innovate and
adapt forms the DNA of
successful hotel concepts,
demonstrates the resilience
of the asset class and offers
clear growth opportunities

DIGITALISATION

Digitalisation supports
intelligent travel, the handling
of staff shortages and
building management

TRAVEL
FREQUENCY

Increasing frequency of
travel and willingness to pay
are reflected in the positive
development of ADR and
RevPAR

DIVERSIFICATION

Portfolio diversification by
combining different hotel
concepts minimises risks

cOMMERZ REAL £

L TRANSFORMATION

]

ESG requirements in respect
of travel are increasing and
also having an impact at
asset level; transformation of
existing buildings and thus
holistic value creation are
possible

COST-EFFECTIVENESS
AND LEAN
MANAGEMENT

Cost-effectiveness and
lean management help to
mitigate rising expenses
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Direction of travel
WWiheiineedsiheceomerrencs

Due to the changes In travel behaviour caused by the coronavirus
pandemic, the adaptabllity of hotel concepts is becoming the key

to success. The industry has to react quickly and with agility to new
needs, develop iInnovative concepts or expand existing ones and thus
generate new growth opportunities.

10— 40
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New needs.
New target groups.
New travellers.

Q

Community-based travel

The Zukunftsinstitut’s ‘Resonance Tourism’ trend travel needs, which in turn lead to contemporary
As early as May 2023, study analyses how social change towards a new and future-oriented forms of hospitality. For
Google Trends showed ‘we culture’ also demands and promotes resonant the hotel and tourism industry, this means new
that more and more people experiences in the field of hospitality. Business potential, more opportunities for growth and an
are actively looking for and leisure travellers are increasingly demanding asset class that not only has much to offer in terms
destinations that enable intensive travel experiences and transformative of innovation and diversity, but also in terms of
personal encounters and holiday adventures. They want to be ‘moved’ while implementation ability and adaptability.
promote relationships. travelling and relate to their surroundings. This We also present two major hospitality trends
This change is influencing requires a new quality of travel, focusing not only on  that are emerging in response to the personas. The
the development of digital data, but also on human values and needs. ‘B-Leisure’ trend represents the fusion of business
community-based travel. We are therefore examining six travel personas and leisure, whereas the ‘health’ trend reflects the

hat were developed as part of the Berlin Travel need for more mindfulness, wellness and health.
astival in 2023, each of which reflects individual

1m1—40
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Slowtrotter

* |t’s all about the journey

» Conscious enjoyment instead
of working through checklists

» Places and cultures off the

beaten track

Apartment hotels, guest

houses, B&Bs

\

Culture Surfer

* Travelling the local way

* |nquisitive and thirsty for
knowledge

* Experiencing local cultures

* Prefers places with history,
art and architecture

COMMERZ REAL

Adventure Collector

Adrenaline seeker

Looking for physical and
mental challenges

Outdoor activities

Active trips, expeditions and
fitness resorts

12—40
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The fusion of
business and leisure:;

B-LEISURE

Wellness or health trips
as a holiday:

HEALTH

©S

In focus

b

COMMERZ REAL
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It’s a B-Leisure.

When boundaries blur - the fusion of work and leisure.

e—— B-LEISURE

Term

The term ‘B-Leisure’ denotes a fusion of business and leisure and
seeks to meet the needs of business and leisure travellers alike. Such
an expansion allows for better risk diversification, as operators are no
longer dependent on a single guest clientele.

Core concept

e Meets the needs of business and leisure travellers alike

Seamless, digital, personalised and convenient. The focus is on sustainability, with environmentally
 Rising demand from business travellers who want to combine work Personal encounters are once again gaining in friendly accommodation, sustainable transport
and leisure over longer stays, resulting in longer stays overall importance in business life, which is why business options and paperless processing. Technology also
e Setting: business locations with a wide range of cultural and leisure trips are likely to return to pre-pandemic levels in plays an important role in the entire process of
activities 2024. However, they are increasingly incorporating (remote) meetings, workshops and events. Business
‘B-Leisure’ aspects, i.e. a combined business and travellers also expect personalised experiences and
leisure trip. seamless digital solutions.

14— 40
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e—— B-LEISURE
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Staying longer-
Business trip 2.0

Business travellers reported extending their trips for five main reasons:

42 %
m visit family and

friends

41%

Time and cost savings
by adding leisure time
to the trip

o]e)

TravelPerk, The Value of Business Travel Report, June 2024

&

57%

explore the city/country
In question

14%

reduce their personal
CO2 emissions

28%

Relaxing break before
returning to work

A

15— 40
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e—— B-LEISURE

om the perspective of three generations

70%

Bl Gen Z (18-26)
0 Millennials (27-42)
Gen X (43-59)

COMMERZ REAL

‘From enhanced employee engagement
and the revenue generated by face-to-face
meetings to doing work that can only be
completed on-site, business travel is more
than just a cost factor - it is an investment in
growth, innovation and culture.’

Avi Meir
CEO and co-founder of
TravelPerk

‘Travel and face-to-face meetings are key to
building relationships. When organisations
see travel as a strategic opportunity for
collaboration rather than a business necessity
or simple cost factor, they can tap into the full
potential of an international talent pool and
create a truly connected community.’

Lenke Taylor
Chief People Officer at
Personio

16 — 40
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e—— B-LEISURE

Strategic
benefits

e Maximum occupancy:
weekday business
travellers and weekend
leisure travellers result
in higher average
occupancy

* Diversification of risk:
reduced dependency
on a specific guest
clientele and thus on
seasonal or market-
specific fluctuations

KEYS TO SUCCESS

CHECK-OUT

COMMERZ REAL €%

Development and forecast of business and leisure spending
in Europe?

in %

B Business spending

200 Bl cisure spending

150

—

50

2019 2020 2021 2022 2023 2024 2025 2026

Development and forecast of business and leisure visitors
in Europe?

in millions

B Number of business
visitors
Bl Number of leisure
900 visitors

600 v
& \_/__

2019 2020 2021 2022 2023 2024 2025 2026

1,200

4 European Travel Commission, 2023
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e—— B-LEISURE

Core concept

e Strongly growing
segment, as complete
market penetration in
Europe has not yet taken
place

* Flexible rental options
for short and extended
stays to meet a wide
variety of guest needs

e Setting: proximity to
business centres and
tourist attractions

KEYS TO SUCCESS CHECK-OUT

The upshot of
B-Lelsure:
Apartment hotels
on the rise.

Long-stay/apartment hotels combine traditional hotel
rooms with fully furnished apartments. Their mix of
comfort and flexibility appeals to a broader target
group and offers a range of options for optimum and
longer-term accommodation use, especially when
combining business and leisure.

Serviced apartments have lower investment
costs compared to traditional hotel properties and
can generate a higher rent relative to total revenue
(@pprox. 35 per cent vs. 20 per cent in the traditional
hotel industry), which is why they are currently
attracting greater interest from investors.

COMMERZ REAL €Y

Development of room occupancy rate during the
coronavirus pandemic®

in %

B Serviced
apartments
B Hotels

100

75

TN

—_~—

' 42 percentage
points
25 28 percentage points ‘—

01 02 03 04 05 06 07 08 09 10 11 12 01 02 03 04 05 06 07 08 09 10 11 12
2020 2021

(0]

5 Apartmentservice, Die Service-Apartment-Welt als Zukunft der Hospitality, June 2022, p. 6

Chart showing results of potential analysis®

in units

Bl 2023 level
London Hotels

Bl Development
potential

Paris

\Flelgle

Amsterdam

Dublin N
Milan |
Copenhagen (I
Zurich ]

Vienna L
0 10,000 20,000 30,000 40,000 50,000 60,000 70,000

& Apartmentservice, Potentialanalyse Serviced-Apartment-Markt, August 2023, p. 10

B Potential range
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B-LEISURE

ts hotel market and the residential market:

Commercial concepts

Residential concepts

Furnished Serviced
accommodation accommodation
None Limited > selected

Duration of stay

min.: (three to) six months  min.: (three to) six months
max.: unlimited max.: unlimited

Business type

Living concepts (corporate
housing, micro living

(Semi-)furnished [< 25 m?, senior living ...])
apartments

Residential market

Student living

Apartmentservice, 2020

Hotel market

COMMERZ REAL

Strategic
benefits

e Crisis resilience:
demonstrably higher
occupancy during the
coronavirus pandemic

o Better profitability: lower
operating costs compared
to full-service hotels

In the future, the boundaries between serviced
apartments and traditional hotel properties will be
blurred, creating great opportunities for the hotel
industry.

The resulting apartment concepts are likely to
entail less risk, as they are more resilient to macro-
economic influences and also offer the opportunity
for an improved valuation due to the more efficient
use of space. The target group is also expanding to
include, for example, students, who can use serviced
apartments as long-term accommodation.

Overall, the boundaries between this and other
types of use - such as residential, office and retail -
will also become blurred and there will be more and
more multi-use concepts and developments of en-
tire neighbourhoods.

19 — 40
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Inner journeys:

Health.

A world where everyone wants to age healthily - travel for body, mind and soul.

People are no longer looking for short-
term relaxation and occasional moments of
happiness when they travel. Instead, they
are seeking a transformative experience
through interaction with their surroundings
that enhances their personal development
and has a lasting positive impact on their
own health.

According to a global survey’ of
27,000 travellers in 33 countries by the
booking platform Booking.com, most
private travellers feel like the best version
of themselves on holiday. In line with the
motto ‘New year, new me’, 62 per cent of
those surveyed look for anonymity when
travelling in order to reinvent themselves.

7 Booking Holdings Inc., January 2024

More than a third of travellers (36 per cent)
find immediate relaxation and recreation in
destinations that are close to water.

Sleep retreats are highly popular at 58
per cent, but health retreats are also doing
well at 20 per cent. The great art in 2024
will be skilfully juggling budget and luxury:
despite cost-cutting measures, 54 per cent
would pay for a better room and 47 per
cent for airline or train upgrades, as long as
the budget is not exceeded.

Sustainability is also becoming
increasingly important: 53 per cent of
travellers look for accommodation that
combines comfort and sustainability.

cOMMERZ REAL €9

2 z e—— HEALTH

‘30% of people prefer destinations where they are
immersed in nature or away from the Wi-Fi network.’

Average growth rate of the global

health tourism market in the period
to 2027.

Business Wire Inc., 2024

Design Hotels Community Survey, June 2023

20—40
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From short breaks to longevity.
In 2021, around 5.15 million German-speak-
Ing people aged 14 and over took a well-
ness or health break, either as a holiday or
a short trip.8

20 years ago, 30-49-year-olds
accounted for the largest proportion
of guests in hotels according to
tophotel.de’. These travellers have
remained loyal to wellness over the years
and are still the most strongly represented
age group today, now aged 50-69.
According to the survey, however, their
interests have changed over time. Whereas
beauty was very popular in the 2000s,
these guests in particular now demand
effective wellness. In line with this, the new
buzzword ‘longevity’ - staying happy and
healthy for longer - is very popular.

8 VUMA (Consumption and Media Analysis), November 2021
ophotel.de, 5 wichtige Wellness-Trends flr 2024, March 2024

COMMERZ REAL

2 2 e—— HEALTH

More than 85 per cent of all guests are
interested in this, especially in methods for
a more relaxed lifestyle, sport and exercise
options and mental health. In addition,
themed workshops such as yoga retreats,
nutrition and mental health coaching
arouse great interest amongst young and
old alike.

But purely medical tourism is also
booming. According to the Medical Tour-
Ism Association, around 14 million people
a year already travel to other countries for
medical care. According to forecasts, the
market will grow from USD 24.1 billion in
2023 to around USD 93.4 billion by 2030,
an average increase of 21.3 per cent per
year. According to the Primo Medico net-
work, approximately 250,000 medical
tourists from 177 countries receive treat-
ment every year in Germany alone.

21—40


https://www.tophotel.de/5-wichtige-wellness-trends-fuer-2024-335492/
https://www.tophotel.de/

FOREWORD CHECK-IN DIRECTION OF TRAVEL

ASKING A TRAVELLER

Marcus Nauman

— Major social trends such as health,
mindfulness and spirituality are particularly
relevant to you at the moment - why?
Nothing is more personal than health, and this
IS precisely where technological progress is
particularly advanced. New evidence-based
treatments are coming onto the market, such
as cold chambers, oxygen therapies, lymphatic
drainage, blood tests, cold plunges to boost
metabolism, meditation practices and sound
therapies: sick care is transforming into health
care, with a long and healthy life becoming an
iIdeal image to cultivate. This makes health care
and longevity the greatest market opportunity
in the developed world.

KEYS TO SUCCESS CHECK-OUT

— What does this have to do with travel
behaviour and requirements for hotels and
accommodation in the future?

The reasons for hospitality are changing and
expanding to include new use cases in health
care. A place other than hospitals is therefore
required! Hotels have the premises and target
groups and can offer a new quality of stay by
integrating longevity treatments. However,
longevity is not the same as wellness. The aim
Is not to upgrade the spa area, but to create a
new dimension of experience with the health of
guests at the heart of treatments, enabling hotels
to achieve high occupancy rates.

— Do you have any specific ideas?

To give an example, we are working with
Frankfurt Airport on the question of what an
airport health concept should look like. There are
so many health products, from tech gadgets to
supplements, that accessing travel retail could
be an exciting avenue. We are also working on a
completely new longevity concept with hoteliers
from Frankfurt.

COMMERZ REAL

2 E e—— HEALTH

Marcus Nauman is co-founder and Director of Strategy
of child - Studio fUr angewandte Strategie GmbH

child.team

22 —40
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[e}
g Neko Health

Eterno

Huberman Protocols
Fitness chains
CrossFit

dio fUr angewandte Strategie GmbH

B
€ay ty focll
S

Avea Longevity
Dr. Sturm
YNG

Longevity

market
opportunity

Apple Health

Garmin

Amazon

WHOOP

S
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o
Wearables @
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Lanserhof

Rituals
Mind Oasis

Hotel
Telegraphenamt

Retail

Urban
Boost Station
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Based on business and private travel trends and discussions with
hoteliers, we have identified relevant success factors for a profitable
hotel iInvestment. As with any other asset class, hospitality is all
about getting the right mix.

24— 40
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Interconnection Partnership Location
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When travel

becomes a concept.

According to hotel consultancy Xotels,

the most successful and sustainable hotel
concepts are those that offer a personalised,
technology-driven guest experience,
provide wellness and health-promoting
activities, integrate sustainability into

their operations and deliver unique and
authentic experiences.”®

There is no explicit distinction between
business and leisure hotels, as the trends of
business and leisure travel are increasingly
merging (see B-Leisure trend). According
to CBRE, city hotels will outperform the
average, while airport hotels will benefit
from the growing number of international
travellers.

For Markus Beike, Development
Director for Germany & CEE at Staycity,
the concept is a key decision-making
factor. ‘It’s precisely because everything is
becoming more expensive that guests are

paying attention to value for money. They
are not looking for uniform concepts, but
hotels as genuine worlds of experience
with different components, preferably in a
mixed-use property.’

‘In luxury, lifestyle and increasingly
budget-oriented segments, guests are
becoming more discerning and searching
for inspiration, not least because hoteliers
these days are thinking more about
sophisticated concepts. On the subject of
brands, | think | have noticed that guests
are becoming more critical here, too, and
that brand promises are more likely to have
to be kept. “Cookie cutter” brands will
slowly but surely be perceived as boring
and interchangeable by the wider public,
says Christoph Hoffmann, founder of
25hours Hotels and Bikini Island Mountain
& Resort.

27 — 40
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SG measures is not
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omically essential
>, Sustainable
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aNcing

costs. The availability of customer data is
essential in order to create personalised guest
experiences, such as offering customised

suggestions for activities and transfer services.

However, it is important to comply with
international data protection laws and note
that hospitality requires social interaction.
Digitalisation and Al should be used
overarchingly to work more efficiently in
order to have more time for serving guests.
According to a study carried out by
Roland Berger GmbH in cooperation with
the Austrian Hotelier Association (OHV)

COMMERZ REAL

and the German Hotel Association (IHA)",
digitalisation offers opportunities for
attracting new customers (80 per cent),
Improving service in terms of bespoke
solutions (47 per cent), saving costs (47 per
cent) and boosting guest loyalty (41 per cent).
Fully digitalised products currently have the
advantage of reaching break-even at lower
occupancy due to reduced operating costs.
In addition, this enables operators to deal
more effectively with the challenge of staff
shortages. Serviced apartments are a positive
example.

29— 40
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pact

1

Personalised
ecommendations

7 | 2
(&

Select destination
and plan trip

Q@

Post-trip ideas

5

Booking

Day of travel

2

COMMERZ REAL

Analysis of customer data to provide personalised
recommendations based on past trips, online
purchases and trends.

Specific options and an ideal itinerary for the next
trip, taking into account travel type, duration, budget,
group size and composition, best time to travel,
weather conditions, etc. and previous trips.

Traveller needs are matched with up-to-date provider
Information to show the most relevant photos and
iInformation in search results. Customers can view
specific attributes and components, and fine-tune
recommendations using natural language, eliminating
the need to fiddle around with filters.

Smoother transport, notification process and booking
modifications. Tools provide a complete overview of
the airport infrastructure, offers and F&B options, as
well as the ability to plan and manage food collection
based on flight data.

30—40
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Location, location,
location - hotels
are no exception.

Whether serviced apartments, traditional hotels or micro living, whether
budget or luxury: when deciding on a transaction, the criterion of having the
right product in the right location continues to apply.
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When it comes to location, Christoph Hoffmann is light-
heartedly confident that the location of airport, trade fair
and congress hotels is to some degree inextricably linked
to the airports, trade fairs and congress venues themselves.
But he believes that ‘there’s a bit more flexibility nowadays
In the lifestyle and, in some cases, the luxury segment.
Visibility and being easy to find have always been of great
importance alongside prestigious micro-locations. With
Google and the like, things have changed a little. Somewhat
more hidden, but cool or charming, micro-locations, perhaps
even in combination with lower costs or more attractive
buildings and spaces, are also an option. This is also the case
to a certain extent in the leisure segment. A destination that
hoteliers create themselves, making them independent of an
established location, has a greater chance of success today.’
In this respect, the ‘ABBA’ locations, for example, are
now much more attractive. This means A-locations in
B-destinations, and B-locations in A-destinations.

32—40
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A journey Iinto the future:
Dissipation of the notion
of space.

Travel as a contrast to everyday life will become obsolete exemplify this cosmopolitan lifestyle. Long-stay hotels

In the future, as will holidays as a counterpoint to work, are now being established all over the world. Their model
when mobility becomes part of everyday life and work Is aimed precisely at those digital nomads or all those
becomes part of being on the move. Being on the move who move confidently in a wide variety of places, who
will then be an everyday occurrence, just as commuting feel at home everywhere and who are not restricted to

Is already firmly embedded in commuters’ daily and geographic location when it comes to ‘settling down’.
work rituals. The industry will overtake itself and become part

If we look into the distant future, we can assume of a sophisticated everyday culture in which resonant
that we will no longer experience mass tourism in its spaces take centre stage. Then, at the latest, it becomes

current form, which is only about visiting and not about obsolete to think in terms of guests and residents. The
forging genuine connections. Then, when everyone can challenge of the future will be to create products and

feel at home anywhere as a matter of course, this will services that offer encounters and quality of life to all
automatically give rise to relationships and resonance. people, whether they are only spending a few days or an
It is the ‘Anywheres’, the modern nomads, who already entire period of life in a place.

Trend study ‘Der neue Resonanztourismus’, Zukunftsinstitut 34 —40
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Future opportunities
for investors.
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on human values and

1g-term strength for

hem to be operated

that we are ready

ey and would be Dirk Schuldes

Head of the Hospitality and Shopping
Real Estate Division
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Property

Hospitality

expertise

team

DIRECTION OF TRAVEL

Management of around 240
properties with over 4,000
lease agreements; average
annual leasing volume of around

200,000 m?

Global experience

A well-established eleven-
strong hospitality team for
over 30 years

KEYS TO SUCCESS CHECK-OUT

17 locations in Germany and
abroad ensure an extensive

150 employees acquire and
manage properties - from both
a commercial and technical
standpoint - with a focus on
offices, retail, hotels and logistics

il

A more than seven-billion-euro
track record in auditing and
monitoring hotel transactions
and financing

&

Excellent reputation in the
industry

Assets under management of
two billion euros

network in international markets

Comprehensive expertise
in structuring investment
solutions under German and
Luxembourgish law

v

Unigue market overview and
extensive knowledge of hotel
operators and investments

COMMERZ REAL

Commerz Real Group boasts global property
expertise and an experienced hospitality team.

In-house legal and tax expertise
with profound knowledge of
national and international legal
and tax issues

In-depth knowledge of contract
types, cash flow models and their
operational monitoring
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IS

WHAT SPURS US ON

2ate sustainable living
ynments that inspire.
ugh responsibility.

ast updated: July 2024

COMMERZ REAL
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https://commerzreal.com
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