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OVERVIEW

The MENA Hotel Asset Price Index report provides
an estimation of hotel asset prices across 21 key
cities in the MENA region.

As part of the paper, we also include a topical
section on hotel asset management. As hotel prices
are linked explicitly to asset profitability, ensuring
that a property is managed and performing close to
its maximum is imperative for hotel owner’s when
carrying out a pricing estimation exercise.

With this paper, our overall aim is to provide various
stakeholders such as owners, developers and
investors with an insight into the different markets,
and help to further discussion around hotel asset
pricing in the region. The paper has been published
with the intention of acting as a market indicator
only.
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HOTEL PRICE INDEX
- METHODOLOGY

Colliers MENA Hotel Price Index provides an estimate
of asset prices for hotels across 21 key cities in the
region. In each of the cities, we provide asset price
estimates for 5 and 4 star hotels, in both the primary
and secondary markets.

For all of the key markets and individual hotel
categories, we have carried out our estimations
based upon a stabilised hypothetical 200 key hotel.
Based upon this, we have projected a 10 year
operational cashflow, and derived our price estimates
by way of discounted cashflow analysis.

The assumptions we have used in compiling our
projections, are based upon the latest up-to-date
market data, along with trading information from
individual hotels whom are participating in the
respective markets. The capitalisation and discount
rates applied within our discounted cashflows are
based upon an analysis of the known (but generally
very limited) transactional evidence in the market,
and Colliers opinion of market sentiment in each of
the various markets and hotel categories.

The yield analysis presented on page 5, has been
calculated as the average per city (all 4 segments).
This is based upon Year 1income in our model,
divided by pricing estimation (per hotel segment, then
averaged taken for each city).

DISCLAIMER

The index is not intended to replace professional
valuation exercises. The pricing information stated in
this report has not been carried in line with RICS
approved valuation standards. The information
provided should not be used as a basis for making
investment decisions.
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Q Pricing Estimates
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Typical Sub-Market
Assessment Parameters

5-Star Prime
Location: Beachfront or
Corniche
Property Specific:
Luxury positioning

5-Star Secondary
Location: CBD

Property Specific:
Upper Upscale
positioning

4-Star Prime
Location Specific: CBD
Property Specific:
Upscale/ Upper
Midscale positioning

4-Star Secondary:
Location: Peripheral

Property Specific:
Midscale
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Hotel Asset Price Index Q Index Highlights

21 Cities/ 4 Segments

Top 5 Cities — Highest Prices Capital Cities — Falling Asset
Prices

Dubai 446 A Declining hotel profitability across the region is a
prevailing characteristic at present. This is having an

Jeddah 327 effect on the prices of hotel assets which is linked
exponentially to current & expected future trading

Makkeh performance.

e AlKnman - A Even in established markets and capital cities such as

Riyadh 203 Abu Dhabi, Muscat and Doha, a fall in corporate
demand and reduced government spending has a had

0 100 200 300 400 500 a large impact on asset prices over the past year.
(In USD ‘000>

*Includes 5-star Prime and Secondary & 4-star Prime and Secondary

Nore: Price er key (USD '000) Difficult Times — Low Asset Prices

A Dubai has the highest average price per key amongst
the 21 cities in the MENA region at 446k USD. This is
unsurprising given Dubai’s positioning as a global
tourism hub and being home to an ever growing array
of leisure demand generators.

A Due to its weakened performance over the past 12-
18 months, and its positioning within the UAE hotel
market, Sharjah hotel asset prices are estimated to
be some of the lowest in the region.

A Egypt is also witnessing enormous challenges to
hotel asset prices due the prevailing economic
situation and effects from travel restrictions on its
traditional source markets. This is illustrated by the
relatively low pricing estimates we have recorded for

A The city of Jeddah also has a high average price per
key. Jeddah holds a key position on the western coast
of KSA. The city has a god mix of both corporate and
leisure tourism, along with having the advantage of

being the gateway to the holy cities of Makkah and hotels in the cities of Sharm El Sheikh, Hurghada and
Madinah. Alexandria.
A Makkah is also showing high asset prices bolstered by A Furthermore, following a sustained period of

the underlying value of land in the city. Although similar
to the wider region, the market experienced declines in
trade over the past 12 months or so, which has
impacted pricing levels.

instability in Beirut and difficult trading climate in the
Jordanian cities of Agaba and Amman, these
markets are also seeing large challenges to asset
pricing at present.

Top 5 Cities Per Segment - Price Per Key — Q3 2016
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Hotel Yield Analysis

A

The above graphic illustrates the average initial yields
which have been produced from our pricing exercise (see
Methodology section).

Yield analysis is very difficult to assess in MENA region
due to a lack of transactional evidence across most
markets. However, there has been a small number of
transactions of branded hotel sales in the Dubai market in
recent years which act as a benchmark.

Based on the development timeline of assets and
developer’s (and owners/investors) exit strategies, there
has been an increase in the number of hotels being
offered for sale in recent months (mostly in an “off-

Asset Management Update

X

A

Driving Bottom-line and Optimising the Value of your
Asset

With asset prices being undermined by declining hotel
profitability, asset management functions are becoming
more important than ever to ensure properties are being
strategically managed to cope with the new realities of
an ever changing market.

As we have seen with a number of test cases, focused

asset management can deliver enhanced profitability,
which in turn will have a direct effect on the asset value,

when a valuer
AL
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market” manner). However, we would comment that
quoting prices are often unrealistic and disposals remain
scarce (often via connected parties). Also, when assets
do transact, attaining the exact details of the sale remain

difficult due to a general lack of transparency across real
estate markets in the region.

A Note: Caution should be exercised when comparing on a

“like for like"” basis the resultant average initial yields
across various cities included in this index. Given the
methodology applied (current net income/ price estimate
based on our cashflow method), a simple comparison
across cities does not fully capture such factors as large
differences in asset pricing levels, level of estimated
income and demand vs supply dynamics.
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