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HOTEL INVESTMENT MARKET GERMANY

Hotel investments in Germany Q2 *> INVESTMENT VOLUME IN SINGLE DEALS INCREASED

in€m mSingle deals  m Portfolios The first half of 2021 shows that hotels continue to suffer from

2,500 the Corona crisis and the still considerable travel restrictions.
Overall, the investment volume was just under €1.1 billion, a

2,000 decline of almost 20% compared with the result for the same

period of the previous year. However, it should be noted here that
Q1 2020 was still temporarily uneffected by the effects of the

1500 5 Corona crisis and at the same time benefited strongly from the
T % TLG takeover by Aroundtown. But even compared to the 10-year
' ¢ average, losses of a good 20% were now recorded. It is thus clear
500 § that many investorls remain o'n the sidelines, waiting for a
£ recovery in the tourism and business travel markets. Neverthel-
o % ess, a look at the investment statistics shows that the transaction

s

volume has increased every quarter since Q2 2020. For example,
the Q2 2021 result of around €575 million and thus more than
twice as high as in Q2 2020.
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Hotel investments by buyer group Q2 2021
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»> FAMILY OFFICES JUST AHEAD OF SPECIAL-PURPOSE FUNDS

In terms of revenue distribution by buyer type, a head-to-head
race occurs in the first half of 2021, with family offices (26%) just
ahead of special-purpose funds (25%). It is obvious that the cur-
rent exceptional situation certainly offers strategically minded
investors the opportunity to acquire assets which are difficult to
acquire in pandemic-free times as part of a long-term investment
strategy. Investment / asset managers (12%) and corporates
(11%) also accounted for double-digit shares of sales in H1 2021.
These were responsible for a large number of smaller deals,
mostly involving the repositioning of private hotels. Insurance
companies (7%), real estate companies (6%) and banks (7%) also
generated significant market shares.
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Share of foreign investors

in€m mmForeign investment volume —Share of foreign investors in % ) DOMESTIC INVESTORS IN THE DRIVER'S SEAT
3,000 e In the first quarter of 2021, the trend of an increasingly high pro-
portion of hotel investments being acquired by domestic investors
2,400 \/" €0 continued. Starting from over 60% in 2014, the market share of
= international investors gradually decreased to currently less than
1,800 45 = 30%. However, this strikingly low figure is mainly due to the
; Corona pandemic, which makes stringent due diligence and
1,200 30‘2 transaction processes considerably more difficult for foreign
2 buyers.
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Hotel investments in A-locations Q2

in€m m 2020 m 2021

400

350

300

250

200

150

100
50
0

Stutt-
gart

Frank-
furt

DUssel
dorf

Berlin

Cologne

Hamburg  Munich

Hotel investments by € category Q2
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Hotel performance in A-locations January-May 2021
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> FRANKFURT AND STUTTGART DEFIE THE CORONA CRISIS

While the A-cities recoreded an investment volume of just €242
million in the first quarter of 2021, a good €470 million was in-
vested in the country's key real estate locations in the second
quarter. With a total transaction volume of €713 million, the re-
sult for the same period in the previous year was nevertheless
missed by around 18%. Frankfurt topped the city rankings with
€214 million (+138%). In addition to the sale of the Villa Kennedy
in the first quarter, the hotel part of the mixed-use property
Sparda-Bank Tower, which was secured by the eponymous Spar-
da-Bank, had a particular impact here. At €212 million (-43%),
Berlin ranks just behind the banking metropolis. Following the
trend towards hotel deals in the context of mixed-use properties,
the mega-deal "FUrst" on Kurfirstendamm also includes a notab-
le hotel component. Third place in the city ranking goes to Stutt-
gart (€137 million), thanks to Union Investment's purchase of the
tower at Mailander Platz with Premier Inn and Adina - the largest
hotel deal of the current year. Munich also achieved a respectab-
le result of €132 million (-22%), while there is still plenty of room
for improvement in Hamburg (€16 million) and Cologne (€2 milli-
on). In Dusseldorf, no major deal has yet been registered after the
end of the first half of the year.

* MID-SIZED SEGMENT LEADS THE WAY

While transactions worth more than €100 million accounted for
38% of transaction volume in the same period last year, the figure
is now only 22%. This reflects the relatively low proportion of
portfolio sales. On the other hand, the next largest segment of
ticket sizes between €50 million and €100 million has a market
share of a good 44%. This means that two thirds of the total volu-
me is generated by sales in excess of €50 million. The smaller
segment below €50 million consequently contributes only one
third of the transaction volume. With a total of 26 deals, there is
nevertheless a high level of market activity in the smaller size
categories.

»> OUTLOOK

It is a fact that hotels are still among the asset classes that have
suffered the most from the consequences of the Corona crisis. In
most cities, occupancy rates are still severely underperforming
due to a lack of city tourists and business travelers. Many inves-
tors continue to act cautiously due to the ongoing uncertainty
regarding the further course of the Corona epidemic. At the same
time, transaction volumes have been rising steadily since Q2
2020, with attractive prices being achieved and "fire sales" re-
presenting the exception. With an increasing vaccination rate, a
significant recovery of travel in Germany is expected, which
should open up more positive outlooks for the hotel market again.
In the course of this, investment processes that had been put on
hold could be brought to a swift conclusion, which would also be
reflected in significantly higher transaction volumes.
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