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T ZHENGZHO

hENE
VISITOR ARRIVALS

HMERAEENES, 2AEENEUE. £ Zhengzhou, the capital of Henan Province, is the political and economic
. Xk @mARE L, EFRE/\KE  nerve-centre of the province and a key technological and educational
Mz —o BMNHRBEEERANESE, FHEIEFE  centre. Moreover, Zhengzhou is blessed with rich tourism resources and has
SRARMTIN AR HEE, BARPUEHEET  continuously increased its investment in the tourism industry over the years.
FHXHEPRREEBRESENREMER  The largest investment project represented by CTS Tourist Resort Complex in
K, FutESEBERNART27{2T. 201045, Xinzheng New District is expected to have a total investment of RMB2.7 billion.
Sk, BMTRIFEARSEK, SENEZF  Visitor arrivals to Zhengzhou have continued to increase since 2010. Due to
EEWENRSENEARNEM, HiFZEA  the economic slowdown and limited promotion efforts, the visitation growth
ISR ZR I AT, 2014FERBMRIEE gradually decelerated; however, the overall growth was still higher than 10%
BEKERTEZBILT10%, MEWIHZEAKXILZ  in 2014, and domestic visitor arrivals reached approximately 77.2 million,
F|297,72077, HHERBANRE9.4%. accounting for 99.4% of the total visitation.

Domestic Visitor Arrivals, Zhengzhou, 2010-2014
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International Visitor Arrivals, Zhengzhou, 2010-2014
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Mix of Visitor Arrivals, Zhengzhou, 2014
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STAR-RATED HOTEL MARKET SUPPLY

MR R REF XN HZ O AT E S
E2, BFENREFEEMMERETZINEE
ZEMBS, HAERHNERETIHHA0% =
45%F130% E35%; HFHHL R RNERIRL
B, SABLMREENAEETZ, HEIRRE
BN BN Z RN IARI25%E30%. FEEFRM
MEAZFGEXREKNLRE, MLERMNE R
KHMLEER, EESMaXmipEanaest
—FHH Ko

As the core city in the Economic Region of Central China and the capital of
Henan Province, Zhengzhou's hotel demand is mainly driven by the Commercial
and MICE segments, which account for 40%-45% and 30%-35%,
respectively, of overall demand. Due to Zhengzhou's good location in Central
China and proximity to adjacent tourist destinations, the Leisure segment still
accounts for 25%-30% of the city's overall demand. With the development
of Zhengzhou Airport Economic Comprehensive Experimental Zone and the
planning of China (Zhengzhou) Pilot Free Trade Zone, the city's Commercial
and MICE segments are expected to further expand.

Hotel Market Segmentation, Zhengzhou
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B KA Leisure
=¥ MICE

B % Commercial

30%-35%

In late 2014E, there were a total of 6,975 star-rated hotel rooms in
Zhengzhou, translating to an increase of 38% over the total room supply in
2013. The three-star room inventory recorded the highest growth of 60% in
2014¢E; the four-star room inventory increased by 30%; and the room count
of the other segments remained constant. Owing to the city’s status as a
port of transit and its importance for commerce and business, the three-star
room inventory had the largest share of total supply, which touched 54% in
2014¢E, followed by the four-star room inventory, which accounted for 32%
of total room supply. As Zhengzhou's upscale hotel market has yet to be
further developed, the five-star room inventory accounted for only 12% of
total supply in late 2014E. Notably, the new certification standards imposed
on the hotels since 2011 has significantly impacted the supply figures of
Zhengzhou's hotel market.

155



| CHINA HOTEL INVESTMENT WATCH 2015

Star-Rated Hotel Market Supply, Zhengzhou, 2010-2014E
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*Note: The reduction in 2011 supply was due to the higher standards imposed on star-rated hotels by the China National Tourism Administration (CNTA).
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Currently, Zhengzhou's hotels are mainly distributed in the Business and
Finance Centre and Zhengdong New District, forming two major hotel
submarkets. Within close proximity to the business district, the Business
and Finance Centre mainly attracts local business visitors, and is a major
submarket for established upscale hotels in Zhengzhou. Dubbed the ‘new
Zhengzhou'’, Zhengdong New District is, in its master plan, envisaged to
emerge as a centre for finance, conventions and exhibitions as well as a
cluster for universities and colleges, attracting mainly commercial and MICE
visitors. A number of new hotels have opened here and more are expected
to enter this submarket in the future.

Fuelled by the the leapfrog development policy of the Economic Region of
Central China, Zhengdong New District and Zhengzhou Airport Economic
Comprehensive Experimental Zone have become the future development
priorities. At the same time, as the city centre shifts eastwards, large-scale
improvement and facelifting of the old centre of Zhengzhou is being proactively
carried out. The traditional Railway Station business district and Ergi business
district, which are situated within the old centre of Zhengzhou, are also being
revitalised.



TERERTBHNIEBEEXNI R

%

ZHENGZHO

The following map illustrates the distribution of existing hotel submarkets in Zhengzhou:

Distribution of Existing Hotel Submarkets, Zhengzhou, 2015-2020

o IABAEEX Existing Hotel Submarkets

New Supply
A. #\4mhrL, Business and Finance Centre
1) FMEIRERIAEE Shangri-La Hotel Zhengzhou (2018%)
2) FMINEE/REGEE The Ritz-Carlton Zhengzhou (2019%)
B. & #FHX Zhengdong New District
1) FBMHAEETTERE The Westin Zhengzhou Longhu (2020%)
2) RMZRFEZHR/RZEE Fairmont Zhengzhou (2018, 350{8)/Rooms)
3) AN AL ZRTOHIZEE Hotel Indigo Zhengzhou East (2015, 130[8)/Rooms)
4) FMAZRFX FIAEE> Courtyard Zhengzhou East*
HAthi[X Other Areas
1) B FIASCAEHIE Wanda Vista Zhengzhou (2016*)
2) FMNFHFERE New World Zhengzhou Hotel (2016%)
3) N A EE™ Primus Zhengzhou Erqi Tower*
4) PINESFINAESENE Radisson Blu Hotel Zhengzhou (2015, 2758)/Rooms)
5) XM EWHEE Grand Hyatt Zhengzhou (2019%)

= T = =

E S ERNEERAE.

*Note: The opening year and room count are yet to be confirmed.

KR SFRIEE Source: HVS Research
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ERBETIREE SR
STAR-RATED HOTEL MARKET PERFORMANCE

HMNTEFEETIHAEFERE2010FARE{M  Because of the significant impact of the implementation of the ‘Eight Provisions’
SR TEESE, BRTSHR I\IHE" and the entry of substantial new supply into the market, marketwide
Bk 4N, TiEMPREFIEHLIIT  occupancy in Zhengzhou has fluctuated from 2010 onwards, but shown an
IR IEE K. F2013FETHERRSE  overall downward trend. Affected by the opening of five new hotels from
EE (BWYERAEE. HREUAEE. RAHES  the second half of 2013 — Le Méridien Hotel Zhengzhou, Hilton Zhengzhou,
ErAEE. SMIWHESBEIEERER  Grand Metropark Orient Hotel, JW Marriott Hotel Zhengzhou and Sheraton
BHlEIE) SRR, BRATIHERER  Zhengzhou Hotel - the five-star occupancy in Zhengzhou declined significantly
g, {B2014F (&) BN AEELE  in 2014E as compared with 2013, decreasing by over 10 percentage points
[EANERG2013FMEEM T AMERA, B despite the continuous growth in market demand. The five-star average rate
RS TI0MNESH. FEZSMAE, BM  also dropped as a result of the intensified competition.
HERBEEFEE BN BAEN TR

Occupancy by Star Rating, Zhengzhou, 2010-2014E
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2013 MM FEFBEMNZITBALLER
E—ENESR, NMARFBEERRRIEER
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EN5:3:12, MUERBEEL =T ARLLE
794.5:4.0:1.5, 2013FEPNH=E2RK. TER.
HERREETHEENE LI AR H]719%
~ 22%F28%, HAEGBEIEEFENPES
F=ERMMNELBEE.
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In 2013, the contribution of the different revenue categories varied across the
different star-rated segments in Zhengzhou. The rooms revenue of five-star
hotels enjoyed a relatively higher contribution due to a larger room inventory,
accounting for 48% of total revenue. The contribution of food and beverage
revenue of four-star hotels and other revenue of three-star hotels was higher
than that of the other star-rated categories, accounting for 40% and 21%,
respectively, of total revenue. Overall, rooms revenue, food and beverage
revenue and other revenue of three-star and five-star hotels in Zhengzhou
stood at a ratio of 5:3:2 in 2013, while those of four-star hotels stood at a
ratio of 4.5:4.0:1.5. Gross operating profit (GOP) margins across the three-star,
four-star and five-star segments were 19%, 22% and 28%, respectively, in
2013. Evidently, the fie-star segment demonstrated a higher profitability than
the three-star and four-star segments.

TRevPAR and Revenue Structure by Star Rating, Zhengzhou, 2013
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TRevPAR and Revenue Structure by Star Rating, Zhengzhou, 2013 ( Cont'd)
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*Note: Data for calendar year 2014 was not available at the time of publishing.

R FEIR R /5 B Source: CTA/HVS Research

GOP Margin by Star Rating, Zhengzhou, 2013
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ABOUT HVS

HVS is the world’s leading consulting and services
organisation focused on the hotel, mixed-use, shared
ownership, gaming and leisure industries. Established in
1980, the company performs more than 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 more than 35 offices
and 500 professionals, HVS provides an unparalleled
range of complementary services for the hospitality
industry. HVS.COM

Superior results through unrivalled hospitality intelligence.
Everywhere.

HVS ASIA PACIFIC is represented by its offices in Beijing,
Shanghai, Shenzhen, Hong Kong, Bangkok, Singapore,
and New Delhi. Through its four offices in Greater China,
HVS has appraised or advised on existing hotels and
resorts, as well as development projects located in more
than 150 cities and resort markets across China. HVS also
hosts three of the main annual industry events in the
region, namely the China Hotel Investment Conference
(CHIC), Hotel Investment Conference - South Asia (HICSA)
and the Tourism, Hotel Investment & Networking
Conference (THINC) Indonesia. The China Hotel
Investment Conference (CHIC), now in its 11th year, is
widely regarded as the most influential hotel investment
conference in the region.

Additionally, HVS publishes a wide range of leading
research reports, article sand surveys on all aspects of
hospitality, including hotel valuations, investing, lending,
operations, asset management and sales & marketing,
among others.

For more information, please visit HVS.COM
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