
A comprehensive report recently published by LW Hospitality Advisors tells the story: in the
first quarter of last year hotel sales transactions above the $10 million mark represented 31
single asset sales transactions and some 17,000 individual hotel rooms.

The numbers for the first quarter of this year indicate a growing market in terms of size, with
128 single asset sale transactions over $10 million, representing around 26,000 hotel rooms.

"Hotel sector profitability, which declined dramatically during 2020, has experienced a
significant rebound,” remarks David Lesser, chief executive officer of the New York-based LW
Hospitality Advisors.

Noting expectations that such sales may "reach 2019 levels by next year," Lesser continues:
"Hotel values, which on average declined 25% in 2020, have for the most part returned to pre-
pandemic levels."

While the LW Hospitality Advisors report focuses on hotel transactions at and above $10
million, the upward trend lines appear to be impacting hotel and motel properties at a variety
of price levels, with the real estate listing service LoopNet currently profiling more than 500
such offerings.

Those listings include everything from the 24-room Mid Town Motel in La Junta, Colorado,
with an asking price of $650,000; to a 129-room Comfort Inn in Chandler, Arizona, which with
a list price of just under $15 million.
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"Income is what it's all about," remarks John Hazen, the owner of the Hazen Hospitality Group
in Montrose, Colorado.

"People are not necessarily buying a hotel or motel, they're buying income and a future in
which they can up that income," continues Hazen, "that's the only reason why they are buying
hotels."

This means one thing: a good hotel property is almost destined to make money for its owner. 

The upward trend has even been seen in smaller markets, remarks Elizabeth Adams, the
owner of Eliza Adams Real Estate in Bisbee, Arizona.

Noting that two hotels in the border town of just under 5,000 people are currently under
contract, Adams says "The market was slow for a long time and people didn't want to put
anything up for sale because they weren't afraid of losing a ton of money."

There are currently two hotel listings in Bisbee, including the historic 20-room Bisbee Inn at
45 Ok Street, for which Adams is the realtor, offered for sale for $885,000.

Hotel and motel offerings in small towns such as Bisbee are typically independently-owned
properties, meaning they are not a part of chain. 

Properties that come with a brand, notes Hazen, whose current listings include a Travelodge,
Quality Inn & Suites, and Super 8 hotel, are particularly appealing because that brand “brings
cars in off the highway and adds to the value of the property.”

While hotel and motel sales below the $10 million range make up a vital and very active part
of the market, it’s the ones above that range that win the headlines. This spring it was
announced that the Trump International Hotel in Washington, a Romanesque-designed
structure that had formerly served as a post office, had been sold to the Miami-based CGI
Merchant Group for $375 million.
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Other biggies, according to the latest LW
Hospitality Advisors survey, include the
purchase by Host Hotels & Resorts,
Incorporated of the 173-room Alida in
Savannah for $103 million; the Dynamic
City Capital acquisition of the 230-room
Hyatt Place San Francisco for just under
$106 million; and the Driftwood Capital
purchase of the Scottsdale Resort at
McCormick Ranch in Scottsdale, Arizona,
for $113 million.

“Hotels are income-producing real estate
and investors price assets based in part on
forward looking projections of net income,”
says Lesser. 

“Additionally, the world is awash in capital
chasing yield, the competition for which is
placing upward pressure on pricing of many
asset classes including commercial real
estate and specifically hotels,” he continues.

Lesser adds that “Given daily leasing of
guestrooms coupled with technology
allowing for continuous repricing of
guestrooms, hotels are perceived as a
favorable investment hedge against
inflation.”

These are for sure good times in the hotel
and motel real estates industry, agrees
Hazen, who since the late 1970s has, by his
estimate, sold more than 3,000 motels and
hotels ranging in price from under $1
million to $50 million.

“I started out in this business selling houses,
and then one day drove by a hotel that
looked rather pristine, and drove in and said
‘I think I can sell this,’” recalls Hazen.
“After I did that in about 90 days and made
$100,000, I told my wife, ‘We are now hotel
people,’” laughs Hazen. Copyright: Canva Pro
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