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T hough transactions volume 
slowed in the second half 
of 2015 following a very 

strong first half, 2015 will still go 
down as a successful year in terms 
of pricing as well as the number 
of hotels trading, according to 
brokers active in all segments of 
the lodging industry. The outlook 
going into 2016, meanwhile, looks 
promising as well.

“We attribute the slowdown 
in the second half of the year 
to two factors,” said Teague 
Hunter, president of Hunter 
Hotel Advisors. “Lodging [real 
estate investment trusts] had been 
major acquirers in the market 
through the first half. REIT stock 
prices have been down across the 
board lately and, consequently, 
the REITs have pretty much been 
on the sidelines. In many cases, 
they’ve focused on stock buybacks 
instead.”

The other major acquirer had 
been the large private equity funds, 
led by the Blackstone Group. “But 
as 2015 progressed, they’ve moved 
to the sidelines as well, though for 
a different reason,” Hunter said. 
“They gobbled up a lot of high-

quality assets, starting in 2013, 
and by mid-2015 were becoming 
more selective,” he said.

Filling the gap, for one, have 
been international wealth funds 
that have become very active buy-
ers. “The perception is that it’s just 
money flowing in from China, 
but it’s much more than that,” 
said Daniel Lesser, president & 
CEO of LW Hospitality Advisors, 

citing Russia, Israel, South Korea 
and Abu Dhabi as major sources 
of funding. “The U.S. remains the 
safest place on the planet to park 
money. What with all the turmoil 
in the world this year, we’re seeing 
a tremendous flight of capital 
coming here.”

Fears of inflation play a part 
as well. “If you believe inflation 
is on the rise, hotels are a safe bet 

to invest in, compared to other 
classes of real estate, because of 
the re-pricing of guestrooms every 
night,” Lesser said.

SALES SPECIFICS
To put 2015’s transactions vol-
ume in a larger perspective, Lodg-
ing Econometrics noted that the 
deal number may seem healthy, 
but it’s far from record breaking. 
According to Bruce Ford, SVP & 
director of global business devel-
opment, the number of deals in 
the U.S. for year-end 2015 is like-
ly to come in at 1,175. That’s still 
far short of the level of activity in 
the peak year of 2007. The final 
count will still be approximately 
25 percent lower than the peak.

Transactions have been a larger 
than usual number of portfolio 
deals as well as one-offs.

Hunter Hotel Advisors, for 
example, was given the assignment 
to sell a packet of 24 company-
owned, select-service La Quinta 
hotels. The company is deflagging 
the properties because they fall at 
the lower end of the scale when it 
comes to brand consistency.

“A large regional operator may 
end up being the buyer. It may 
spin off some of the 24 or may 
keep them all. The hotels will 
then be rebranded, most likely 
to limited-service or economy 
brands,” Hunter said.

Other Hunter Hotel Advi-

sors portfolio assignments early 
this year include Pinnacle Hotel 
Management’s sale of 15-branded 
select-service properties for $203 
million to The Blackstone Group 
and CSM Corp.’s disposition 
of six select-service properties 
for an undisclosed price, also to 
Blackstone.

Recent one-off sales covered a 
wide range of scenarios. HREC 
Investment Advisors in October 
served as broker in the sale of The 
Quincy Hotel in Washington, 
D.C., which was owned by Modus 
Hotels, to Red Lion Hotels Corp., 
which plans to convert it to its new 
Hotel RL brand. The price was a 
reported $24.5 million. Red Lion 
is looking to build initial distribu-
tion for Hotel RL in key markets.

HREC SVP Kevin Hanley 
cited continuing high demand 
for assets in Washington, D.C., 
as well as the property’s central 
location within walking distance 
to The White House and the city’s 
new convention center as among 
the reasons behind the sale.

On the other side of the coun-
try, Jones Lang LaSalle Hotels in 
November sold the San Diego 
Airport Hilton Harbor Island 
Hotel on behalf of Square Mile 
Capital Management for $37.7 
million to Bartell Hotels. Already 
an established player in the San 
Diego market, locally based 
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CSM Corp. disposed of a portfolio of six properties in 2015, including the Courtyard by Marriott in Roseville, Minn.

Pinnacle Hotel Management sold a portfolio in 2015 that included the Homewood Suites by Hilton Daytona Beach Speedway-Airport in Daytona 
Beach, Fla. The 15-property portfolio was acquired by the Blackstone Group for $203 million.
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Bartell further strengthened its 
position, adding an eighth asset.

JLL Hotels SVP James 
Stockdale noted the property’s 
waterfront location near the San 
Diego Airport and the fact that it 
was unencumbered by a manage-
ment contract as part of its appeal.

“Through 2015, buyers have 

focused on major urban and sub-
urban markets, heavily weighted 
toward both coasts,” Lesser said. 
The deals involving The Quincy 
and the San Diego Hilton are 
examples.

“In terms of asset type, we’ve 
seen some resort sales, but a much 
greater preference for urban full-
service and select-service assets. 

We’ve also seen a number of 
independent assets trading. Many 
buyers historically have shown a 
preference for premium-branded 
assets versus independents, but 
increasingly it depends on the 
market and the particular prop-
erty,” Lesser said.

MAKING PREDICTIONS
Looking to 2016, Hunter fore-
sees significant opportunity for 
value-add buyers, particularly in 
the full-service sector, in markets 
“where you can still acquire assets 
below replacement costs.”

In other markets, how-
ever, properties are fetching above 
replacement costs, a trend likely to 
continue in 2016, Lesser added. 
“In these markets, you’re seeing 
new developments breaking 
ground. Consequently, you may 
be better off building than buy-
ing. There’s also no shortage of 
older, early-generation properties 
that are ripe for repositioning and 
rebranding. There are going to be 
numerous opportunities and we 
don’t see a shortage of capital on 
either the equity or debt side.”

The Federal Reserve 
announced a quarter-point inter-
est rate increase in December, 
but Hunter said the impact of an 
increase “has already been priced 
into the market, starting in 2015. 
Any negative impact, meanwhile, 
will be felt mostly by the smaller 
private equity firms and the 
regional hotel companies,” he said.

Lesser, likewise, plays down 
the interest rate issue. “We’re start-
ing at such a low point that, even 
if rates go up modestly, the impact 
should be minimal.” ■HM
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Mumford Company has an experienced team across the 
country and is a recognized leader in hotel brokerage. By 
being keenly aware of market conditions, we know exactly 
how to strategically position an asset for success.

ExamplEs of mumford Company’s rECEntly ClosEd salEs:

PUT THE NATION’S LEADING HOTEL BROKER
TO WORK FOR YOU

ARE YOU TALKING TO THE RIGHT PEOPLE?

Warner Robins, GA • Country Inn & Sts.Charlotte, NC • Wingate by WyndhamSouth Hill, VA • Fairfeld  Inn & Suites

Mt. Pleasant, SC • Homewood SuitesNewport, KY • Comfort SuitesBrookings, SD • Holiday Inn Express

Morgantown, WV • Residence InnAthens, GA • Hampton InnBeckley, WV • Courtyard by Marriott
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In addition to one-offs, portfolio 
sales proved popular in 2015. 
Included in Pinnacle Hotel 
Management’s sale of a 15-property 
portfolio was the Residence Inn by 
Marriott in Anaheim, Calif.
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