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THE AGENDA

• THE MACRO-ECONOMY AND HOTELS
• CYCLE STORIES
• CITY ECONOMIES
• THE CHANGING TRAVELER
• ISSUES: SUPPLY, ADR GROWTH, LABOR COSTS, BUBBLES
• OUR PERFORMANCE FORECASTS
• AIRBNB UPDATE
• CAP RATES



THE MACRO ECONOMY 
AND HOTELS
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FOR THE DRIVERS THAT ARE MOST IMPORTANT TO HOTELS,
THE OUTLOOK REMAINS FAVORABLE 
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CBRE REAL PERSONAL INCOME (RPI) REPORT FINDINGS (3-16)
 The BEA reports PI as an aggregate of:

• Employee compensation (i.e., wages and salaries) now constitutes just over half of this measure. 

 Since 2010, RPI has more accurately matched hotel demand growth than other metrics have, including employment 
and GDP. CBRE forecasts PI growth that’s above the long-term average —a signal of continued strong hotel demand. 

 Upper-price hotels’ quick rebound from the Great Recession was due to PI growth in the upper half of all incomes while 
lower priced hotels—whose demand relies more heavily on wage earners employed in industries that experienced the 
highest unemployment and income losses during the recession—recovered years later. 

 Lodging market investors and managers should review periodic reports of personal income as a fundamental indicator 
of the underlying strength of hotel demand. Personal income can be monitored at the national and local levels. 

• Employee compensation
• Proprietors’ income 
• Rental income

• Personal income on receipts from assets, and 
• Personal current transfer receipts. 
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INCOME GROWTH
REAL PERSONAL INCOME KEEPS ON GROWING 

• Nominal Income = Inflation + Real 
4.5% = 1.5% + 3.0% 

• At 2.5%, wages are only little more 
than half the story 



CYCLE STORIES
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THE HOTEL MARKET CYCLE
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WHAT IS HAPPENING AND WHAT’S TO COME?
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U.S. LODGING DEMAND—THROUGH THE CYCLES



CITY ECONOMIES
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POPULATION DENSITY—URBAN, SUBURBAN
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HARTFORD—A SLOW DEATH, NOT COMING BACK
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THE SKY IS THE LIMIT FOR RENO 
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GEOGRAPHIC CENTER OF MSA MOVEMENT 
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STATE AND CITY WIN STREAKS

• LOW TAXES
• RIGHT-TO-WORK
• DEVELOPABLE LAND, LESS-RESTRICTIVE LAND USE REGULATIONS
• PUBLIC AND PRIVATE CAPITAL FLOWS

• Watch Airport Investment
• Watch Port Investments
• Watch Manufacturing Plant Investments
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LOCAL MARKET POSITION IN THE CURRENT CYCLE VARIES
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THE CHANGING TRAVELER 
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LEISURE TRAVEL GAINS
COMPARING WEEKDAY VS. WEEKEND PERFORMANCE

ADR is Now Higher on the Weekend
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MORE PEOPLE RENTING ROOMS
WELL IN EXCESS OF WHAT HISTORICAL TRENDS WOULD SUGGEST
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SENIORS REPRESENT GREATER SHARE OF HOUSEHOLDS AND 
SPENDING



ISSUES?
SUPPLY, ADR GROWTH, LABOR COSTS, 
BUBBLES
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U.S. LODGING SUPPLY—THROUGH THE CYCLES
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SUPPLY CHANGE 2017—FORECAST
Q3 2017–Q2 2018
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U.S. LODGING ADR—THROUGH THE CYCLES
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WHAT EXPLAINS BELOW-LACKLUSTER ADR GROWTH?

• ELEVATED UNCERTAINTY SHORTENS BOOKING LEAD TIMES
• GROWTH OF THE SHARING ECONOMY AND ITS IMPACT ON PRICING POWER 

DURING PEAK DEMAND PERIODS
• CHAINS INCENT MANAGERS TO MAXIMIZE OCCUPANCY—NOT NECESSARILY 

REVENUE
• INTERMEDIARIES (NOT THE HOTELS) CAPTURING A GREATER PORTION OF 

THE PRICE INCREASES THAT THE CONSUMER PAYS.
• NEW SUPPLY IN MANY OF THE LARGER MARKETS ERODES PRICING POWER.
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THE JOB MARKET—GETTING TIGHT!
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PIPELINE PEAKING
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RECENT NEW U.S. SUPPLY
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HOTEL PROPERTY BUBBLE? NOT YESTERDAY
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HOTEL PROPERTY BUBBLE? NOT TOMORROW
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HOTELS ARE MAKING MONEY
PERCENT CHANGE 2015 TO 2016

Note: * Before deduction for Management Fees and Non-Operating Income and Expenses
** Earnings before Interest, Taxes, Depreciation, and Amortization

Source: 2017 Trends® in the Hotel Industry



OUR FORECASTS
LEADING AND LAGGING MARKETS
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TIMES ARE GOOD...WILL THEY GET BETTER?
U.S. NATIONAL FORECAST
FORECAST CALLS FOR A CONTINUAL DECLINE IN REVPAR GROWTH 
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REVPAR FORECAST BY CHAIN-SCALE
ECONOMY HOTELS CONTINUE UP THE RECOVERY CURVE—OUTPACING 
ALL OTHERS
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MARKET OUTLOOK

OCCUPANCY LEVELS WILL DECLINE IN 33 OF OUR 60 TOP U.S. 
MARKETS THIS YEAR, INCREASING TO 47 MARKETS IN 2018.
ADR GROWTH WILL EXCEED 2.0% IN 42 MARKETS THIS YEAR AND 
IN 50 MARKETS IN 2018.



AIRBNB UPDATE
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U.S. AIRBNB AND HOTELS
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AIRBNB ONLY—MARKETS WITH THE MOST NEW UNITS (YEAR-
OVER-YEAR)
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KEY TAKEAWAYS
• AIRBNB HAS CONTINUED TO GROW THROUGHOUT THE U.S. AND 

WORLDWIDE
• AIRBNB HAS A FLUID SUPPLY AND CAN HAVE A LARGER IMPACT DURING 

MAJOR EVENTS
• AIRBNB IS TARGETING BUSINESS TRAVEL BUT THE IMPACT HAS NOT 

BEEN FELT YET
• TRAVELERS TYPICALLY STAY AT AIRBNB LISTINGS LONGER THAN AT 

HOTELS. HOWEVER, EXTENDED STAY PROPERTIES HAVEN’T FELT THE 
IMPACT

• AIRBNB MAY BE AN INDICATOR FOR UNSATISFIED HOTEL DEMAND.



CAP RATES
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WHERE ARE CAP RATES GOING? 
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SUMMARY THOUGHTS    TIMES ARE GOOD…WILL THEY GET BETTER?

1. THE FUNDAMENTALS REMAIN ATTRACTIVE ACROSS THE VAST MAJORITY OF MARKETS.
2. GROWING LEVELS OF DISPOSABLE INCOME AND WEALTH WILL CONTINUE TO DRIVE 

INCREASES IN DOMESTIC AND INTERNATIONAL TRAVEL. 
3. HIGH OCCUPANCY LEVELS PROVIDE LEVERAGE TO ACHIEVE ADR INCREASES FOR THE 

NEXT TWO TO THREE YEARS. 
4. HOTEL CONSTRUCTION LEVELS OFF. SCALE OF NEW SUPPLY IN SOME MARKETS 

RETARDS PERFORMANCE.
5. OCCUPANCY ABOVE THE LONG-RUN AVERAGE LEADS TO REVENUE GROWTH. RISING 

LABOR COSTS WILL PRESSURE PERFORMANCE. PROFIT GROWTH TO REMAIN SLOW, BUT 
HOTELS ARE STILL ATMs.



THANK YOU

TIMES ARE GOOD…
WILL THAT CONTINUE?

JACK CORGEL, PH.D. | CBRE HOTELS’ 
AMERICAS RESEARCH 
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