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Market Profile

Owing to its rich cultural heritage, prestigious educational institutions and
wide range of attractions across fashion, media and sports, London is a
key destination for international visitors. In addition, its strong influence
as a financial centre and a hub for technology and innovation defines it as
a leading market in terms of hospitality and hotel investment. Despite its
size, London’s accessibility through various international airports as well
as the Eurostar high-speed rail service facilitates travel, ensuring a steady
influx of both leisure and business travellers. These factors are expected to
drive London’s continued success as a leading global tourism destination,
even in the face of economic challenges and geopolitical uncertainties.

Tourism Demand

In 2023, visitation declined by 5% compared to 2022, with both international
and domestic figures decreasing over that period. That could be explained by
factors such as the necessity for foreigners to apply for a visa since Brexit or
the cost-of-living crisis. Additionally, major events in London during 2022, such
as Queen Elizabeth’s Jubilee, the UEFA Women'’s Euro final, the first Notting
Hill Carnival post-pandemic, and Queen Elizabeth’s funeral, contributed to
high visitation figures that year. Consequently, the drop in 2023 could reflect a
natural readjustment following the high levels of visitation in 2022.

We note, however, that Visit Britain is confident in the UK’s ability to return to
2019 levels of visitation. In 2019 the UK welcomed 40.9 million inbound visits
before substantially decreasing during COVID. In 2022, visits had recovered to
31.2 million, and the latest inbound forecast for 2024 (made in May 2024) was
for 38.7 million visits, 95% of 2019 levels.

Hotel Performance

e Hotel performance rebounded strongly post-COVID-19, with steady
growth in occupancy, average rate, and RevPAR from 2021 to 2023;

e Averagerate and RevPAR notably increasedin 2022 and 2023, eventually
surpassing pre-pandemic levels;

e Occupancy rates surged in 2022, reaching 75% from 39% in 2021, and
increased by a further 2% in 2023. However, the occupancy in 2023 still
lagged some 3% behind 2019 levels;

* Year-to-August 2024 RevPAR figures show a minor decline in
comparison to the previous year, mainly driven by a lower average rate
performance, while occupancy increased only marginally;

e When comparing year-to-August 2024 to the same period in 2019,
RevPAR is significantly higher, mainly driven by the significant increase
in average rate since then.

HVS

LONDON MARKET PULSE

INVESTOR

CONFIDENCE RENEWED

INFLATION — 2023 TO 2025F AIRPORT PASSENGERS — 2023

S +27.1% YOY
Mﬁr 120 MILLION
2024F . at Heathrow and Gatwick
2.5% Airports

ECONOMIC INDICATORS — UK
2022A

GDP GROWTH (%)

CPI (%)

UNEMPLOYMENT (%) 4.0%

N
o
N
w
>
N
o
N
B
m,m

Source: IMF

INTERNATIONAL VISITATION STILL LAGGING BEHIND
PREPANDEMIC LEVELS

40,000,000
M International Visitors Domestic Visitors*

30,000,000

20,000,000

0 H =

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

*due to a change in the survey methodology for domestic visitation in 2019, we cannot compare data from 2021 with the data prior
t0 2019. We also note that no data on domestic visitation was published in 2020.

Source: HVS Research

AVERAGE RATES GROWING ABOVE INFLATION

£200

= Average Rate Factor Inflation Factor

141
£150 139 132

: V\ /_—
£100 84
V

£50

£0
2018 2019 2020 2021 2022 2023

Source: HVS Research

OCCUPANCY STILL RECOVERING

100%
80%
60%
40%
20%

0%
2016 2017 2018 2019 2020 2021 2022 2023
Source: HVS Research

LONDON MARKET PULSE | PAGE 1


www.hvs.com

Hotel Supply

COVID-19 put the London hotel market on hold for two years, but the
recovery of the industry proved its resilience. As of September 2024,
London has 1,570 hotels providing 145,984 rooms, with more than 36%
of the supply being four-star hotels, followed by budget hotels at almost
20% of the total supply. Since 2016, hotel supply in London has grown at a
broadly equal compound annual rate across all hotel categories, with the
exception of two-star hotels and hostels, which recorded declining room
numbers over that period. Over the past year, there have been numerous
new openings, including the 57-room Broadwick Soho, the 190-room
Peninsula London, the 120-room Raffles London, the 109-room Hampton
by Hilton Old Street and the 50-room Mandarin Oriental Mayfair.

London has a pipeline of 86 hotels scheduled to open between 2024
and 2026, totalling 11,155 rooms. There is particular momentum for
independent hotels, which account for 60% of the pipeline. On the branded
side, Park Hyatt expects two projects to open by the end of 2024 and hub
by Premier Inn counts six projects across the city. The extended-service
industry seems to be on the rise, as two Adagio Aparthotel projects are in
the pipeline. We also note the ambitious project of turning the landmark
BT Tower into an independent hotel, planned to open in 2026.

Investment Market

London’s hotel investment market showed resilience after the COVID-19
pandemic, with transaction volume rebounding in 2021 and a particularly
strong performance in the second quarter of 2022. After a slight slowing
down in activity from Q3 2022, the last quarter of 2023 recorded significant
growth in transaction volume, mostly owing to the sale of two Hoxton
properties for approximately £215 million. In 2023, the average price per
key remained relatively on par with pre-pandemic levels, with a wide range
of around £85,000 to £600,000 per key. 2024 recorded a very strong start,
with the sale of a portfolio of ten Radisson Blu properties in January for a
total of around £800 million and the Starwood Aparthotel Portfolio among
the other notable transactions. Some of the recent key transactions are
shown in the adjacent table.

Outlook

As key performance indicators (average rate, occupancy and RevPAR)
continue to demonstrate improvement, the forecast for London’s
hospitality industry remains positive. With significant transaction activity
and a strong pipeline, the market inspires confidence among key players
in the hospitality industry and attracts both investors and travellers.
Moreover, a decline in inflation is expected to bolster purchasing power,
benefitting the tourism industry. With London having resumed its hosting
of a range of popular events at full capacity again and with significant
events generating demand in 2025, such as the London Marathon (April),
Wimbledon (July), and Coldplay and Oasis concerts (July, August and
September), the outlook for the city is positive.
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Property Rooms Opening Brand

Waldorf Astoria London 112 2025 Hilton
Admiralty Arch
St Regis London 196 2025 Marriott
Dorsett Alpha Square Canary 231 2025 Dorsett
Wharf London
Aparthotel Adagio London 147 2025 Aparthotel Adagio
Whitechapel
BT Tower Hotel 300 2026 Independent
Adagio Access London Fieldgate 177 2026 Aparthotel Adagio
Street Access
Blue Orchid Hotel 526 2026 Independent
Source: HVS Research
HOTEL TRANSACTIONS
Estimated Per Room
Property Rooms Sale Date Price (£) (£)

Starwood UK London Aparthotel 495 Aug-24 295,620,000 597,000
Portfolio

Six Senses London 109 May-24 Undisclosed
. MELondon ........................... 1 68 ...... A pr24 ............ UndlSdosed ..........
. RUby Zoe Hote| ....................... 1 73 ...... F eb24 ............ UndlSdosed ..........
Edwardian UK Radisson Hotel 2,048 Jan24 | Undisclosed
Portfolio 2024
Hyatt Place London City East 280 Dec23 85000000 304,000
. HOXton shorednch .................... 2 10 ...... D ec23 ..... 105,000,000 . 500,000 o
. Hox .t.o.r; H0|b0m ...................... 2 20 ...... D ec23 ..... 110,000,000 . 5 00,000 o
ilton London Hyde Park Hotel 132 Nov23 | Undisclosed
. covent Garden ........................ 53 ...... F eb23 ............ UndISdosed ..........

Source: HVS Research
VALUE TREND — 2023 VS 2022
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Superior Results through Unrivalled Hospitality Intelligence.
Everywhere

HVS, the world’s leading consulting and services organisation focused on
the hotel, mixed-use, shared ownership, gaming, and leisure industries,
celebrated its 40th anniversary in 2020. The company performs 4,500+
assignments each year for hotel and real estate owners, operators and
developers worldwide. HVS principals are regarded as the leading experts
in their respective regions of the globe. Through a network of some 50
offices and more than 250 professionals, HVS provides an unparalleled
range of complementary services for the hospitality industry. HVS.COM
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