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INVESTMENT

Transaction Volume in million € 4,186
Portfolio Transactions 31%
TOP 7 69 %
Share by International Buyers 46 %
Share by International Sellers 41%
Prime Yield Hotel 4.10% 4

Transaction Volume Hotel
(in billion €)
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Hotel Investment

Transaction Volume

The German hotel investment market cooled down somewhat
in 2017 in the wake of several record-breaking years but still
managed to post a strong annual result. With a transaction vol-
ume of roughly €4.2bn, 2017 fell short of record year 2016 by
19 %, nevertheless giving us the third-best result we have seen
in the past ten years.

Single hotel assets again accounted for the majority of trans-
actions in 2017. The lack of assets available on the hotel in-
vestment market limits transaction volume despite ongoing
high demand and could be felt in the shrinking share of
high-volume portfolio deals. Portfolio deals saw a yoy de-
crease of 15 percentage points with a 31% share of transac-
tion volume, or more than €1.3bn. Single-asset deals account-
ed for just under €2.9bn. One of the larger transactions to
change hands in 2017 was the sale of a Hamburg hotel project,
comprised of a Holiday Inn and a Super 8, to Union
Investment.

Supply and Demand

Compared to the previous year, German investors claimed the
lion's share of the market from foreign investors, basically
trading places in terms of market share. Whereas in 2016
foreign investors accounted for around 54 % of transaction vol-
ume, in 2017 German investors were involved in the majority
of investments buy-side, pouring almost € 2.3bn into the
German hotel market.

Activity was similar sell-side with German investors disposing
of hotel assets for almost € 2.5bn, maintaining their 59 %
share.

4-star hotels again generated the largest share of transaction
volume in 2017, down a mere 2 percentage points yoy and
accounting for roughly €2.2bn of total transaction volume, or
52 %. They were followed by 3-star hotels, which represent
the lion’s share of all rated hotels in Germany. They increased
their market share yoy by 7 percentage points to around
€1.1bn. 5-star-hotels managed to maintain a relatively stable
share of transaction volume with around €400m. 1 and 2-star
hotels generated around € 230 m. Boarding houses again in-
creased their share of transaction volume, accounting for
roughly €220 m.
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As in the two previous years, open-ended real estate funds
and special funds were most active buy-side, down by 2 per-
centage points yoy to 28 % (€1.2bn). Asset/fund managers
followed in the ranks, accounting for roughly € 780m. REITs
came in third with a transaction volume of roughly € 480m
(12 %).

Property developers and development companies came out on
top sell-side, disposing of hotel assets for just under €1.2bn
(28 %). Open-ended and special funds followed in the ranks at
18 %, corporates and owner-occupiers accounted for 13 %.

Yields

Lower yields, which can primarily be attributed to scarce sup-
ply and high demand, resulted in price hikes, particularly in
prime locations. Germany's seven major hotel locations, Berlin,
Dusseldorf, Frankfurt am Main, Hamburg, Cologne, Munich and
Stuttgart, generated almost €2.9bn, or 69 % of total transac-
tion volume. The majority of deals, however, took place outside
the Big 7. The shortage of suitable properties in prime loca-
tions goes hand-in-hand with rising prices, forcing an increas-
ing number of investors to shift their focus to secondary loca-
tions. Property developments in the BIG 7 particularly
experienced significant price increases, which, in combination
with rising construction costs, considerably impacted their cost
effectiveness. Nevertheless, property developments managed
to maintain a fairly stable share of transaction volume at 19 %,
trailing behind stock buildings (61%). Buildings under con-
struction and new-builds accounted for a combined share of
12 %. The lively activity we saw on the part of developers/con-
struction companies is also an indication of Germany's robust,
prospering tourism sector, which favors an increase in accom-
modation capacity.

Summary and Outlook

Even though 2017 fell shy of 2016's record result, it was still a
strong year for the German hotel investment market. High de-
mand combined with limited supply put a damper on the over-
all result. Stock properties and portfolios proved particularly
popular but were in short supply. We therefore expect inves-
tors to increasingly shift their focus to property developments
and assets in secondary locations. Despite the unabated short-
age of product and the yield compression that goes with it, we
expect 2018 to perform similarly to a strong 2017.
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403 offices In

Andreas Erben
Head of Hotel Germany

68 Countries On + 49 30 5858178-12
6 continents

Colliers International

United States: 153 Hotel GmbH

. Budapester Stralte 50
Cahada' 29‘ 10787 Berlin
Latin America: 24 +49 30 5858178-10

Asia Pacific: 86 0000
EMEA: 111

€23
billion
global turnover

€95

billion in transaction volume with more than
80,000 investment and leasing deals

170

millionsgm
under management

Over

15,000

professionals

About Colliers International

Colliers International Group Inc. (NASDAQ: CIGI: TSX: CIG) is a global leader in commercial real estate ser-
vices with more than 15,000 professionals operating from 403 offices in 68 countries. With an enterprising
culture and significant insider ownership, Colliers professionals provide a full range of services to real estate
occupiers, owners and investors worldwide. Services include brokerage, global corporate solutions, invest-
ment sales and capital markets, project management and workplace solutions, property and asset manage-
ment, consulting, valuation and appraisal services, and customized research and thought leadership. Colliers
International has been ranked among the top 100 outsourcing firms by the International Association of Out-
sourcing Professionals’ Global Outsourcing for 10 consecutive years, more than any other real estate ser-
vices firm. For the latest news from Colliers International, visit Colliers.com, or follow us on

Twitter: @Colliersint! and Linkedln. To see the latest news on Colliers International in Germany follow
www.colliers.de.
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