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INTRODUCTION
Half Empty or Half Full: Is This What Stable Looks Like?
The U.S. lodging market recorded another record year in 2016. Despite moderating national
performance, increasing supply, and inconsistent local trends, which were of concern for industry
participants, the U.S. hotel industry continued its positive results in a year where many indicators
seemed in equilibrium. The 2016 benchmarks marked another year of high points for national
occupancy (65.5 percent) and average daily rate ($124); the resulting RevPAR of $83.00 was an
increase of 3.3 percent over 2015.
For the first time in seven years, however, demand growth in 2017
is expected to lag supply increases. We have been watching an
accelerating pipeline which is coming to fruition. In 2017, STR is
forecasting a supply increase of 2.0 percent and a demand
increase of 1.7 percent resulting in a national occupancy level of
65.3 percent, a decline of 0.3 percent compared to 2016. STR is
cautioning that the holiday schedule in 2017 is also anticipated to
slightly affect national performance in 2017, as these days will fall
2

on certain peak days or weekends. A further occupancy decrease
is anticipated in 2018 due to similar supply and demand trends.
Average rate growth in 2017 is forecast to be 2.8 percent, well
below the average rate growth ranges of 3.3 to 4.6 percent of the
last six years. Although the moderating trends were expected by
the end of 2016, the overall results are still positive, supporting
continued investor interest in hotel assets.
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NATIONAL HISTORICAL ANALYSIS
Still on a positive trajectory, U.S. hotel industry expansion currently
sits at 82 months; the national average RevPAR increased 44
percent since 2010. Occupancy peaked in 2015 with a modest drop
of 0.1 percent in 2016 the while average rate increased 3.3 percent.
The following chart depicts operating performance for the U.S.
Lodging Industry from 1995 through 2016.

U.S. Historical Operating Statistics: 1995-2016 and Quarterly Comparisons
Year
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(3.4)
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(5.6)

83.96

(1.4)

50.16

(7.0)

2002

1,585,818,384

4,344,708

1.6

935,753,763

0.3
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2004
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0.5
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3.6

61.3

3.6

86.26
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0.1

1,016,609,518

3.0
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(4.4)

106.48

2.8

64.34

(1.7)

2009

1,728,062,260

4,734,417

3.2

952,266,656

(5.9)
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2.0
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4.5
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0.5

56.40

5.0

2011
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0.3
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4.7

4.4
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4.4
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3.7

61.04
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0.1
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2.3
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---
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1.4
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%

1.3
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Source: STR
Republication or Other Re-Use of this Data Without the Express Written Permission of STR is Strictly Prohibited
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The following graph illustrates trends in occupancy, average rate and RevPAR from 1990 through
2016, as well as the 2017 and 2018 projections.
U.S. Occupancy, ADR and RevPAR – 1990-2018P
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In 2016, room revenue forecasts for the year were regularly
revised downward as the year progressed. Nevertheless, the
year marks seven years of positive growth in comparison with
the recovery beginning in 1992, which lasted eight years, and
the post-2001’s six-year expansion. The shift in both prior hotel
cycles were marked by specific events resulting in regional,
national and global economic shifts which were largely
unexpected and resulted in swift downturns. Compared to the
prior cycles, the forecasts for 2017 and 2018 are unusual in their
“soft landing” nature.

The new U.S. administration’s actions and policies appear to be in
a period of rapid shifts, providing the market with some continued
uncertainty. Some industry participants are looking for a
loosening of regulations and revised tax policies to have a positive
impact on the industry. Other investors and operators are
concerned about possible effects on travel and the availability of
labor. Cautious optimism is the most common characterization we
hear about the current state of the industry
.

5

A Cushman & Wakefield Valuation & Advisory Publication

6

STR TOP 25 MARKETS
The changing trends in hotel fundamentals have affected the top
25 markets unevenly. Some markets are continuing to support
occupancy growth in the face of new supply while others are
being more directly affected.

22 exceed the national occupancy average; however, 16 markets
experienced a decline in occupancy. While most of the percentage
decline in those markets ranged from less than one percent to
three percent, Houston remains an anomaly with an occupancy
decline of 9.1 percent, owing to the challenges in the energy
sector, and high volumes of new supply.

Occupancy levels remained strong for most markets in 2016 as
new supply was being absorbed. Of the 25 top major markets,
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The gap in average rates among the highest and lowest
performers remains substantial. New York’s average rate is nearly
2.7 times that of Detroit. Despite a 2.5 percent decline in 2016
from 2015, the New York market continues to lead the U.S. with an
average rate that is $28.00 and $30.00 higher than the next two
markets, San Francisco and Oahu.
National average rate growth was still above inflation with some
markets showing continued strong growth while others continued
to moderate. Los Angeles, Nashville, Atlanta and Tampa-St.

8

Petersburg led the nation in rate gain, even as new hotels opened.
Many hotel markets at the lower end of the rate range
experienced some of the highest gains in 2016. The five lowest
rate markets (Detroit, Norfolk-Virginia Beach, St. Louis, Dallas, and
Atlanta) had an average rate growth of 4.3 percent. For most of
the markets, however, average rate growth is anticipated to
decelerate in 2017.
Changes to the top 25 markets’ mid-year RevPAR results were
largely driven by average rate shifts.

Changes to the top 25 markets’ mid-year RevPAR results were largely driven by average rate shifts.
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It is interesting to note that only four markets experienced RevPAR
declines in 2016. Despite new supply growth—all but one of the
top 25 markets gained new hotel rooms in 2016—17 of the 25 top
hotel markets experienced occupancy gains, contributing to the
overall resilience of the industry. On a national level, in the 21 years
since 1995, occupancy levels have contracted ten times, average
rate has contracted three times, and RevPAR has only contracted
four times. It remains important to consider each market on its
own merits as few mirror the national composite trends.
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SUPPLY
Of greatest concern to investors and analysts for 2017 is the
acceleration of new supply. Supply has been steadily growing as
substantial new hotel properties continue to be proposed for
many markets across the U.S. The growth in brands, hotel
company consolidations and design shifts provide developers
with more choices than ever for new hotel products. The current
inventory of hotel rooms in the U.S. based on the STR Chain Scale
distribution is categorized in the following chart.

U.S. Hotel Rooms by STR Chain Scales
Upper Upscale,
591,054, 12%

Unaffiliated,
1,523,362,
30%

Economy,
782,220,
16%

Upscale,
706,653,
14%

Upper
Midscale,
922,503,
18%

As some pundits have expressed, the U.S. hotel inventory is not
oversupplied, but under-demolished, and the reduction of older,
lower-rated or obsolete hotels can be considered part of this
development cycle. Nevertheless, over 173,000 hotel rooms have
opened since December 2013 with another 133,000 rooms under
construction and expected to open in the next 12 to 24 months.
The annual shift in distribution of rooms under construction in the
last four years is shown below.

Percentage of Rooms Under Construction
by STR Chain Scales
50.0%
45.0%
40.0%
35.0%
30.0%
25.0%
20.0%
15.0%
10.0%
5.0%
0.0%

Midscale, 475,256, 10%

Source: STR
Republication or Other Re-Use of this Data Without the Express Written Permission
of STR is Strictly Prohibited

The pipeline has indeed accelerated but not uniformly across the
STR Chain Scales. Some products have shown higher rates of
growth while the pipeline for other segments has contracted. The
following chart shows the annual rate of change of hotel rooms as
a percentage of all new supply since December 2013.

Annual Percentage Change by STR Chain Scales
8.0%
7.0%
6.0%
5.0%
4.0%
3.0%
2.0%
1.0%
0.0%
-1.0%
-2.0%

2014

2015

2016

Source: STR
Republication or Other Re-Use of this Data Without the Express Written Permission
of STR is Strictly Prohibited
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As a percentage of the existing supply, luxury, upscale and upper
midscale segments have shown the strongest growth while
lower-rated properties have contracted. Note that some of the
unaffiliated properties may have rebranded.

2013

2014

2015

2016

Source: STR
Republication or Other Re-Use of this Data Without the Express Written Permission
of STR is Strictly Prohibited

As anticipated for the last few years, the supply pipeline in the
near term continues to grow with new hotel room openings
gaining momentum. While more rooms than ever are in the
construction and planning process, it is interesting to note that
the proposed property type is shifting from higher-rated to
lower-rated product. Many more hotels are in-contract with signed
agreements or planned, and the STR data shows that future hotel
projects are filling in the lower-rated segments. The table on the
following page illustrates that a larger proportion of in-contract
and planned hotels are Upper Midscale and Midscale while other
segments, such as Upscale and Unaffiliated, are decelerating.
Reduced opportunities and increased construction costs in many
urban and resort markets that previously supported luxury and
upscale hotel projects, will continue to drive the expansion of
the hotel development cycle to the more feasible Upper Midscale,
Midscale and Economy sectors. Developers are also attracted
by the proliferation of brands with franchisor incentives in these
segments. Hotel development is becoming more of a niche
proposition. Developers are identifying growing secondary
and tertiary markets which can support new, often branded
products, as well as pursuing very specific, new hotel projects
in mature markets.

Proposed Hotel Rooms In Contract
Luxury
Upper Upscale
Upscale

Proposed Hotel Rooms Planned

Dec ‘13

Dec ‘14

Dec ‘15

Dec ‘16

Dec ‘13

Dec ‘14

Dec ‘15

Dec ‘16

2.1%

2.4%

2.5%

2.3%

1.1%

1.5%

1.3%

1.2%

6.9%

7.8%

8.3%

9.4%

6.1%

6.4%

8.3%

6.7%

27.1%

28.5%

28.9%

27.5%

24.3%

24.9%

26.3%

21.6%

28.8%

31.5%

33.5%

32.8%

28.1%

32.4%

33.2%

41.6%

Midscale

6.4%

6.3%

6.3%

9.1%

7.0%

7.1%

7.4%

9.9%

Economy

1.3%

1.0%

1.4%

2.0%

1.3%

1.2%

1.6%

2.0%

27.6%

22.5%

19.1%

16.9%

32.1%

26.5%

21.9%

16.9%

361,084

402,700

469,139

560,199

269,745

282,637

328,436

427,234

Upper Midscale

Unaffiliated
Total Rooms

Source: STR
Republication or Other Re-Use of this Data Without the Express Written Permission of STR is Strictly Prohibited

In urban areas, developers continue to work on micro-room
projects. Typically planned as part of adaptive reuse plans for
existing structures or as new constructions, these micro hotels,
with their small rooms, communal public space, and proximity to
public transportation and ridesharing, can be developed on sites
that would not attract traditional hotel products. With a price
point attracting more value-oriented business and leisure
travellers, micro hotels can be built in what could be characterized
as “B” and sometimes “C” locations in major cities. Development
costs of these projects are often more favorable than for
traditional hotel products.
The related rise in the development of hostel projects also targets
non-traditional sites and rehab locations. The new hostels are
being designed with a variety of bedroom/bed options with
cutting-edge design. Configured with a variety of room types
from bedrooms that include multiple bunk beds in one room with
a share bathroom to self-contained family suites, hostels also are
providing their guests with full concierge services and the
traditional communal kitchen. In the age of millennials, experience
based travel, and the sharing economy, hostels are providing an
economic proposition that is supportable for some projects.

We are also seeing the successful launch of new midscale and
upscale branded hotels in suburban, highway and community
locations which have not had new supply for at least 10 years.
Carefully planned for size and brand, “suban” hotel development
offers many developers projects outside of city and suburban
centers, in areas with established demand generators such as
colleges, prisons, corporate campuses, major medical centers and
a surrounding residential population base.
On a regional level, New York City remains the top new supply
location with an estimated 15,333 new rooms under construction
followed by Dallas (7,101 rooms), Los Angeles/Long Beach (6,069
rooms), Seattle (5,219 rooms), Houston (4,664 rooms), and Denver
(5,496 rooms). Of the top 25 markets, 23 have new supply under
construction which, as a percentage of existing supply, is greater
than 2.0 percent. These are led by New York, Seattle and Denver.
Financing for hotel construction continues to be challenging to
source and execute. While much of the construction underway
was financed by commercial banks, large and small, industry
participants are noting that these lenders are more selective
about funding new hotel projects, particularly in light of slowing
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are primarily leisure oriented. Reportedly, only 10 percent of
Airbnb stays are from business travelers. The data about the
direct effect of Airbnb on hotel performance is still a gray area. In
recent years, both Airbnb supply and hotel supply have increased
concurrently. The hotel industry remains very concerned about
the impact of Airbnb and continues to support initiatives to
regulate the short-term rental market.

RevPAR growth and an acknowledgement of decelerating hotel
growth rates. Developers are increasingly seeking private debt,
which can also be more expensive. According to the most recent
STR Hotel Lender Survey, while less than one-third of all lenders
surveyed will consider any kind of construction financing, among
those that will finance construction, no lender indicated they
would accept less than 50 percent repayment recourse or sponsor
guarantees. Nevertheless, we are hearing of more challenging
projects being funded for established sponsors, albeit at higher
interest rates.

Influencing all the different hotel products in the pipeline is
construction cost. Hotel construction costs continue to escalate,
particularly in urban environments. Developers are looking at the
emerging concepts, brands and location opportunities as
alternatives to more expensive projects.

The expansion of Airbnb is also influencing hotel dynamics in
some markets although the impact is difficult to quantify
empirically. Anecdotal reports indicate the availability of nontraditional lodging may be constraining occupancy and rate
growth in gateway cities, particularly during peak periods and
seasonal leisure travel seasons. Airbnb is aggressively expanding
globally, providing more than just short-term rentals and now
offering “immersions,” complete local experiences including
lodging, restaurant reservations and activities.

TRANSACTIONS MARKET
Data from Real Capital Analytics (RCA) indicates that transaction
volume in 2016 slowed considerably compared to 2015. Full
service and limited service transactions were down 25 and 38
percent, respectively. It is worth noting that the total volume of
sales for limited service properties was roughly equivalent in both
halves of the year, while full service transaction volume doubled,
driven by the completion of the Blackstone/Anbang 15 luxury
hotel and resort portfolio sale (former Strategic Hotel Assets). The
other major portfolio transaction was the purchase of a

STR reports that, worldwide, Airbnb has over 3 million listings
with one-third of these being more similar to hotel facilities.
The 1 million listings are comparable to the approximate 1.1 million
Marriott rooms and the 774,000 Hilton rooms. Airbnb offerings
continue to be concentrated in major urban markets and guests

57.6

U.S. Hotel Transaction Activity – 2005-2016 & Bi-Annual 2016
60.0

50.0
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Source: Real Capital Analytics, Inc. (RCA)
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Key Findings Include:
• Throughout 2016, the public markets caused REITs to be net
sellers given their low stock prices; the primary purchasers
were institutional buyers and private equity firms. In 2017, REITs
are expected to be more active with higher market valuations
and lower capital costs. A predicted increase in mergers and
acquisitions throughout the industry is also anticipated to
include the consolidation of existing REITs.
• In 2016, institutional investors were more dominant buyers,
supplanting private equity and investment funds who had
been the primary purchasers in 2015. All of these groups are
expected to be more active in 2017. Off-shore investment,
according to JLL, accounted for $14 billion of investment
in 2016. Middle East investment was less visible with lower
oil prices. Overseas investors in U.S. hotels continue to seek
opportunities in the primary gateway markets, and REITs are
expected to be more active.
• The impact of the new administration in the U.S. on the hotel
investment market is unknown at this time. While the President
is an established presence in the hotel industry, the impact of
policy actions affecting travel, imports, business regulations,
tax reform, immigration, healthcare and other domestic and
global economic and social behavior on hotel operations and
investments remains to be seen. Developers, investors and
operators are currently optimistic that the travel industry
will continue to be a growing sector of the national and
global economies.
280-property select service hotel portfolio by China Life Insurance
(CN) from Starwood Capital. Overall hotel transaction volume
declined 29 percent with single asset sales down 22 percent and
portfolio and entity level transactions off by 39 percent. Despite
the low volume of hotel sales, the Moody’s/RCA Commercial
Property Price Index (CPPI) shows hotel prices were up 4.0
percent, a notable decline from the 16 percent increase in 2015. A
summary of the RCA transaction data is shown to the left.
As was expected, hotel transaction volume in 2016 declined
precipitously from 2015 as hotel market performance moderated
and the REITs remained largely sidelined. Real Capital Analytics
(RCA) data for 2016 indicates a total sales volume of $35.8 billion,
a decline of 29 percent from the $50.3 billion dollars of hotel sales
in 2015. After a slow first half of the year, the last six months of
2016 proved to be more robust with 66 percent of the year’s
transactions occurring in that period.
In 2016, only two major portfolio transactions closed, the
previously mentioned Blackstone/Anbang portfolio and the
280-property purchase by China Life Insurance from Starwood
Capital Group. The remaining major portfolio transactions
ranged from 2 to 23 properties with total volumes of $161.2 to
$405.0 million.
Hotel brokers are anticipating 2017 hotel transaction volume to be
similar to that of 2016. REITs are expected to continue to sell
assets at the end of their hold periods. Other investors are
anticipated to market properties that may be due for capital
expenditures; with many “value-add” buyers seeking deals,

• CMBS lenders expect their overall commercial real estate
lending volume in 2017 to be near or slightly below 2016.
With risk retention rules now fully in effect, CMBS lending is
anticipated to be more expensive. Other bank and private
debt is reported to be available with more stringent credit
requirement. New supply, and moderating hotel performance,
will make some projects more challenging to finance. Welllocated, performing properties with strong sponsorship are
likely to continue to attract financing; although loan to value
ratios and interest rates may constrain the available leverage for
individual properties.
• In 2016, RCA reports overall capitalization rates for all hotels
averaged 8.5 percent with full-service hotels averaging 7.9
percent and limited-service hotels averaging 8.8 percent. The
almost 100 basis point difference has been relatively consistent
for the last few years. Full-service hotel capitalization rates
were flat compared to 2015 while limited-service hotel
capitalization rates increased 14 basis points. Capitalization
rates for both full-service and limited-service hotels are
expected to continue to increase modestly. With less net
income upside, and higher financing costs, higher capitalization
rates are forecast with some industry pundits predicting a 30
to 50 basis points range, yet other market participants are
expecting little capitalization rate movement.

these types of transactions may accelerate. Institutional and
off-shore investors are expected to continue to be the active
buyers of hotels, as well as some private equity buyers.

CAPITAL EXPENDITURES
While much of the focus of hotel construction is on new supply,
hotel renovations and refurbishments have also continued to
escalate. Data compiled by NYU as of October 2016, estimates
that the amount spent on capital expenditures in 2016 will be
$6.6 billion or approximately $1,350 per room. Many of the
projects are brand mandated upgrades, including lobby redesigns,
technology improvements and RIFD card systems. With every
guest being a potential reviewer with images on social media,
the pressure to maintain and improve hotels is as great as ever.
Hotel buyers continue to seek out value add upgrades to existing
properties. Reconfigurations of food and beverage outlets and
lobbies are larger projects that often yield more revenue and
greater operating efficiencies. With the growing popularity of
ride-sharing services, garages are expected to be another hotel
area with potential to be reimagined. For many properties,
guest parking had been a steady source of reliable revenue.
More recently, parking usage by guests has been declining in
favor of ride-sharing services and public transportation. Just
as the adoption of cell phones rendered telephone revenue
obsolete for hotels, the use of ride sharing is challenging another
source of hotel revenue, but, unlike telephone systems, parking
areas are real estate. We will be tracking how these areas are
being reconceived.
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The industry is anticipated to continue to set record performance
levels in 2017 and 2018, albeit at what feels like a reset from the
upside trends from 2010 to 2015.
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OUTLOOK FOR 2017 AND
OTHER CONSIDERATIONS
In 2016, major hotel consultancies and data sources revised their
forecasts downwards several times during the year. Most of the
anticipated shift in performance was expected to be due to
average rates. By the third quarter, STR had revised their forecast
of nationwide average rate growth downward from an initial
4.0 to 3.2 percent with no change in the national occupancy
level from 2015. The actual full-year occupancy for 2016 was
65.5 percent (a 0.01 percent variance to the forecast) with an
average rate growth of 3.3 percent, just slightly above the revised
forecast. RevPAR growth, largely due to average rate increases,
was 3.2 percent.
For 2017 and 2018, RevPAR growth is forecast to soften as new
supply hits many of the major markets. STR is forecasting national
occupancy to decline from 65.5 percent in 2016 to 65.3 percent
and 65.2 percent in 2017 and 2018, respectively. Average rate
growth is forecast in both years to increase 2.8 percent. The
projected lower occupancy levels result in an overall ADR forecast
of 2.5 percent in 2017 and 2.6 percent in 2018. Industry pundits are
characterizing this moderation as a soft landing, with the hope
that slower growth will be the worst that the industry experiences.
Given the robust hotel performance growth from 2010 to 2015,
when the compound annual ADR and RevPAR growth rates were
4.1 percent and 6.9 percent, the next few years appear lackluster.
This soft landing perspective, however, is in contrast to the
downward trends of prior hotel industry cycles when peak
occupancy and rate levels quickly went negative. Remembering
the RevPAR change from 6.1 percent in 2000 to negative 7.0
percent in 2001, and the RevPAR drop of 16.5 percent in 2009
helps to put modest growth into perspective. The industry is
anticipated to continue to set record performance levels in 2017
and 2018, albeit at what feels like a reset from the upside trends
from 2010 to 2015.

HOT TOPICS
We always like to talk about what others are talking about. Here
are some of the buzzing topics we are following:

Airbnb: Why Can’t We All Just Get Along?
Yes, Airbnb continues to expand, but has it had a major impact on
longer stays and overall hotel performance? That depends on
where you are and who your guests are. Airbnb is primarily used
by leisure travellers in major urban areas. According to a recent
analysis by STR on Airbnb data in 7 major markets for the 12
months ending July 2016, Airbnb guests stay longer and pay less
than hotel guests. Airbnb occupancy levels are highest on
Saturday (52 percent) and Sunday (48 percent) while midweek
occupancy levels range from 42 to 49 percent, well below the
average hotel occupancy levels of 76 to 82 percent levels for the
composite urban locations. Anecdotal discussions of the impact
of Airbnb on the hotel industry are plentiful online, and other
experts have developed analyses that show direct costs to the

hotel industry, but a direct empirical presentation has yet to be
produced. It is reasonable to assume that some portion of Airbnb
guests are bypassing hotels and that average rate in some
markets has been affected.
The use of Airbnb by business travellers can be expected to grow.
Airbnb is aggressively tapping into the business travel market and
recently integrated with major management systems, such as
American Express Global Business Travel and BCD Travel.
According to a report by CNBC that cites the company, business
travel on the Airbnb site has grown by three times since last July,
and the service is now seeing 14,000 new companies sign-up each
week for its business travel services. The home-sharing giant is
already being used on business trips by the likes of Google and
Morgan Stanley. However, new research from Concur, a travel
management and data company, reports that most commercial
travellers using Airbnb are associated with small companies.
Concur looked at more than 320,000 Airbnb expenses totalling
$77 million over two years, and found that early adopters of the
service have worked in the fields of technology and higher
education. Concur’s research shows that after a period of 32
percent year-over-year growth in the number of organizations
using Airbnb, from Q2 2015 to Q2 2016, Airbnb’s rate of expansion
in corporate travel could actually be slowing.
Hotels are investing in their branding and amenities offerings to
compete with the experiences sought after by Airbnb users and
provided by local hosts. Hotel companies and municipalities also
continue to pursue regulation of health and safety standards and
compliance with local tax requirements for non-hotel lodging. In
many urban areas, other pro-renter groups are also challenging
the short-term rental companies as a threat to markets which
are already struggling with rental housing shortages. The longterm and cyclical impacts of Airbnb are still playing out. With
the moderation of hotel performance in many markets, the
challenges of Airbnb to traditional hotel operators may
become more pronounced.

Hotels and Technology: Hal is in the House
The future of our “high-touch” industry is being transformed with
technology. Innovations in robotics, virtual reality, augmented
reality and connectivity are being quickly pursued by hotel
companies and their vendors. Beyond the expected robots being
introduced into hotels that vacuum and deliver room service,
hotels are expected to be more and more dependent on
technology. As we become familiar and reliant on smart
management devices in our homes, such as Amazon’s Alexa or
Google’s Home, our requirement of being able to have these
resources in hotels will increase. We anticipate that in the next
wave of hotel design, guests will be able to turn on lights, music
and screens with verbal cues from smart management devices in
the rooms or from their cells phones when they enter the hotel.
It is now easy and commonplace to provide guests, particularly
loyalty program members, with their preferred snacks, water and
pillows, but personalization is becoming much more prevalent and
necessary. Before guests even arrive at their hotel, they will have
already previewed their experience on evolving virtual and
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Despite the uneven monthly
performance of the U.S. hotel
industry in 2016, cautious
optimism seems consistent among
owners, lenders and operators as
the expected tempering of hotel
performance comes to reality.

augmented reality tools. The use of these expanded visual
capabilities are now required for sales and marketing tools for
guests. The technologies are also being used more and more for
design and construction; the layout of guestrooms and aesthetics
of a project can be shown to potential investors and franchisees
for a much richer experience than the traditional 2-D renderings.
Underlying all of the future evolution of technology as part of the
guest experience is the explosion of mobile device integration.
Guests will continue to require that all aspects of their stay at a
hotel will originate from their phone. Researching the destination,
booking the hotel, opening the guestroom door, ordering room
service, streaming the workout program and checking out will all
eventually happen from a guest’s device. The challenges of
providing services to guests that are seeking an efficient visit will
require integrating human hospitality into a cloud-based stay.
From the hotel’s perspective, the ability to gather all the
additional data about a guest’s activities and preferences will
provide greater metadata for marketing and service, and enhance
the ability of hotels to personalize the stay.
How prescient the film 2001 was.

Authentic, Curated, Bespoke, Lifestyle:
My Way or The Highway
Many times, a hotel’s greatest challenge is offering a reliable and
consistent experience yet meeting the individual expectations of
each guest. Hotel brands need to offer recognizable physical
facilities and deliberate service levels, at the same time, more and
more guests are anticipating hotels to offer special experiences
that reflect the destination and a guest’s particular interests.
Hotels are expanding their amenities both in type of services and
in their branding. Guests want to have it their way, but better, and
be provided with food and beverage and wellness offerings that
are as attractive as the guestrooms. Star-yoga-instructor-led
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classes, classes with mixologists, personalized excursions and
tours are some of the offerings sought after by guests. Some
hotels are reinventing their properties into cultural meccas with
artists in residence programs and regular events and concerts
featuring local performers. Service is back in style, and the role of
the concierge is being revived as the availability of unique
experiences becomes an important part of a hotel’s appeal.
The proliferation of brands is both a stimulus and a concern for
developers and operators. With the completion of the Starwood
merger, Marriott now provides 30 brands and has solidified its
dominant positions in many primary and secondary market. This
range of available brands for different markets and price points,
and the consolidation of the loyalty programs, positions the
lodging giant as an even more attractive option for many
developers. Other hotel companies are promoting their
differentiating assets to attract both developers and guests.
Luxury brands are emphasizing the uniqueness of their assets
and locations and their interest in customizing the guest
experience. More value-oriented brands are looking for edges to
gain loyalty based on pricing, attracting guests to book directly
for discounts and rewards from their first reservation. Brand
identity, guest loyalty and loyalty programs are evolving topics
as millennial travel and technology continue to influence hotel
design and operations.

CONCLUSION
Despite the uneven monthly performance of the U.S. hotel
industry in 2016, cautious optimism seems consistent among
owners, lenders and operators as the expected tempering of hotel
performance comes to reality. Some hotel industry leaders expect
a more challenging business travel environment but continued
albeit slower rate growth. Others are looking for a Trump effect
with positive impacts on business travel from the sought after tax
reforms, the reduction in government regulations and
infrastructure investment.

Room rate negotiations and the RFP process for business
becomes more fluid every year. Going forward, more travel
buyers are adopting a year-round approach to manage hotel
performance rather than limit travel management to the
traditional RFP season.

industry are seen as beneficial to meeting planners seeking
out more efficient relationships and planning processes with
preferred brands.

Group and meeting demand is expected to hold steady in 2017,
though some meeting planners are citing more budget constraints
for the number and size of corporate meetings. Issues, including
cost and security, are driving many group-planning decisions.
Some groups are willing to pay more for a more secure
environment, which may benefit the luxury hotel segment.
Other groups are more focused on budget and continue to
contract with fewer breaks and other amenities. According to
the 2017 American Express Global Meetings and Events Forecast,
in North America, mid-tier properties are in the highest demand
by meeting planners (48.5 percent), followed by resort properties
(17.8 percent) and luxury hotels (17.3 percent). Group room rates
are the first item negotiated by meeting planners, and, in
North America, the survey shows an expected group room rate
increase of 3.7 percent. Overall, the recent consolidations in the
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The impact of the new U.S. administration on the travel industry
remains to be seen. Hoteliers continue to monitor immigration,
safety concerns, visa policies, minimum wage and healthcare
costs as these impact operating costs and discretionary income
in this labor-intensive industry. Global group demand may be
more muted.
Another record-breaking year in 2016 was also a period of
transition. Changes in the financing market, the make-up of
buyers and sellers and the shifts in supply, demand and pricing
have tempered, but not discouraged, market participants. We are
in a period of uncertain and potential change. The new
administration’s policies and impact on the hotel industry are a
work in progress. With the recent mergers and acquisitions, ample
sourced capital and a constant search for yield, the industry is
anticipating modest continued growth in transactions in 2017.
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About Cushman & Wakefield
Cushman & Wakefield is a leading global real estate services firm that helps
clients transform the way people work, shop, and live. Our 45,000 employees in
more than 70 countries help occupiers and investors optimize the value of their
real estate by combining our global perspective and deep local knowledge with
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brand. 100 years of taking our clients’ ideas and putting them into action. To
learn more, visit www.cushwakecentennial.com, www.cushmanwakefield.com or
follow @CushWake on Twitter.
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