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An HVS Quarterly Hotel Market Update

China visitor arrivals continued to fall, while greater China recovered.

HONG KONG

Hong Kong, which recently ranked 15th in the World
Economic Forum Travel & Tourism Competitiveness
Index 2013, received more than 12.7 million visitors
in the first quarter of 2013, reflecting a 13.5% year-
on-year (YOY) growth from 2012. The mainland
Chinese market accounted for 74.6% of total visitor
arrivals, which registered a YOY growth of 20.3%.
The Russian market posted the second highest YOY
growth of 22.5%, attributable to the Hong Kong
Tourism Board’s promotional efforts in the country.
Among the top five source markets, only mainland
China and Taiwan recorded positive YOY growth,
with the Taiwan market growing moderately by
3.9%. South Korea, USA and Japan all recorded YOY
decreases. Given the economic situation, the US

HONG KONG VISITOR ARRIVALS

14

Millions

12
10

35%

- 30%
- 25%
- 20%
- 15%
- 10%
- 5%

- 0%

4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12 3Q12 4Q12 1Q13

I Japan [ Others I Taiwan
I South Korea I USA I mainland China

Source: Hong Kong Tourism Board

market decreased by 4.9% YOY, while the South Korean market contracted by 7.1% YOY. Due to a territorial dispute over
Diaoyu islands (also known as Senkaku islands in Japan), visitor arrivals from Japan continued to decline by 22.3% YOY.
Among other markets, the Thailand market grew by 11.6% YOY, thanks to a booming economy and a strong Thai baht.
However, the European market declined, given the protracted government austerity measures and knock-on effects on

consumer spending, as well as lacklustre commercial activity among exporters to and from China. For Oceania markets,
Australia and New Zealand declined by 5.3% YOY and 4.3% YQY, respectively.

HONG KONG OVERNIGHT VISITOR ARRIVALS
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The share of overnight visitor arrivals declined from
49.5% in the first quarter of 2012 to 46.9% over the
same period in 2013. More Chinese visitors stayed
overnight, with numbers increasing by 13.8% YOY. This
increase is likely due to recent legislation on parallel
trading, including milk powder allowances that reduce
the number of same-day cross-border traffic.
Stimulated by the announcement of higher cash
allowances for Macau residents, the Macau market also
recorded a 12.0% YOY increase in total visitor arrivals
and a 13.6% YOY rise in overnight visitor arrivals. On the
other hand, Japanese overnight visitor arrivals
decreased by 27.8% YOY, which led to a 6.0% YOY
reduction in total Japanese visitor arrivals. Due to the
heated political dispute between China and Japan, as
well as the depreciation of the Japanese yen, the
number of Japanese visitors to Hong Kong is expected
to decline throughout 2013.

An HVS Quarterly Hotel Market Update - Hong Kong



e EEET S E

PEAM A E RS Mg > KPR EIKE -

T
EREEERE
RIBH AR LTSI ST AE > ®EES
IR S e8P HEREE 15 i 14 35%
2013 - —FE HBFEFEAEEA 1270 75 12 - 30%

A [FIEEHE AN 13.5% » FEAMH 7 EEE 10
HAEC 20.3% o GEEFEHEGEED 74.6%
[t e IR e i 19) 7o e o R
ZIEEHES VES > FEEEAES = >
22.5% » FERTARF R TS » HATER
Al S AT RBELE R K > Hhad
iEEE/NE 3.9% - #HE ~ SRERIH AT

- 25%
- 20%
- 15%
- 10%
- 5%

8
6
4
2
0

- 0%

4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12 3Q12 4Q12 1Q13

iZJmUE[tE—FB% ° %?%’l@é’\]?%ﬁﬁ%@ P E S I=ES - EE - L — i [
E T EEE TR 4.9% > #E T %[E LS mmiE  mmcoEAN ---FEHLEK

7.0% - % AR (FARRREER -

8) UL PUAIAER 0 BRSNS | SOOR SRR

NFAFIEL T 22.3% S FHLAt5 -

FREE R SR AN AT T HE » FIEESE 10.6% - (8 E T KA BRI B B RN
S HHIPERGANT » 0 E AR IR OB 52 5000 » BNt REEILL R - ZEA0ERT - R
R 225 FIFIEE e 5.3%A14.3% -

TN R A B R L
\ —= M 2012 FEEE—ZRFE( 49.5%[% & 2013 4EE—
BRI BREEE R 46.9% - B AT FIHM K-

v 13.8% 0 JRIAATRER H T HRAT AT ABIR T
T 195 > BRERYS > S A S REE A
BOp/V o 2R RIS ANERE IR > R
IR SR FE K 12.0% - BT TR0
ZIRFEIEERE K 13.6% o 1 AR R LR
1 27.8% » SEHAFRE RS EEWEE T
6.0% - tft 0 PIEREZUHIBUE S I > LU HTT
M E - FUT AR ANLCRHE 2013
ARG T -

=
fand

o - N w S w a ~

4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12 3Q12 4Q12 1Q13
-_— T — i ] —EE
L b=k b E KR - - -RLg K

R, BB IR R

e PR EIREIE A F R - &8 PAGE 3



Several hotel owners in Hong Kong have listed, or are in the process of listing, their holdings on the Hong Kong Stock
Exchange. Langham Hospitality Investment (LHI), an investment trust controlled by Great Eagle Holdings Limited, raised
approximately US$550 million in an initial public offering (IPO) launched in May. Great Eagle owns The Langham, Langham
Place Hong Kong and Eaton Hong Kong. LHI aims to use 88% of the IPO proceeds to purchase all three hotels from Great
Eagle Holdings and using the remaining funds to improve the properties. After Great Eagle announced its plans, NW Hotel
Investment, backed by New World Development and Macau Legend Development, has been looking to spin off some of its
assets; meanwhile, Hopewell Holdings was also planning to raise approximately US$778 million in an IPO of its real estate
division. While the Hong Kong hotel market continues to enjoy very high RevPAR levels, more and more owners are looking
into divesting some of their assets. Yet, the debut of Langham Hospitality Investment was muted and shares have been
trading below the listing price. At the same time, a question arises as to why owners are looking to exit at this particular
point in time — could it be the supply pipeline, a potential slowdown in mainland visitor arrivals, an eventual increase in
interest rates or something entirely different? Plans for NW Hotels’ IPO have meanwhile been delayed and Hopewell
aborted their plans altogether.

HONG KONG HIGH-TARIFF A-MARKET PERFORMANCE
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High Tariff A marketwide occupancy remained flat at 83.3%, increasing moderately by 2.5% YOY, while average rate
declined by 1.5% YOY to HKS2,455. Driven by increased occupancy levels, the RevPAR of the Hong Kong luxury hotel
market grew by 1.5% YOY, reaching HK$2,049 in the first quarter of 2013. Due to limited new supply of High Tariff A

hotels in Hong Kong and rate-sensitivity of demand, RevPAR growth is expected to remain moderate for the rest of the

year.

PAGE 4 An HVS Quarterly Hotel Market Update - Hong Kong
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MACAU

Visitor arrivals to Macau rose in the first quarter of
2013 to 7.1 million, representing an increase of 1.9% MACAU VISITOR ARRIVALS
YOY. Mainland China continues to drive the market,
posting 4.4% YOY growth and accounting for 62.4% of
total visitor arrivals. Growth had been mainly driven
by the Chinese New Year Holidays that attracted
Chinese gamers to Macau. Among the top five
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markets, the Japanese market continued to record a

significant drop of 31.2% given the prevailing political

tensions, while the Taiwan market declined by 4.5%
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respectively. Backed by a more resilient currency, its

good relationship with mainland China and increased

awareness through the film industry , South Korea overtook Japan as the fourth largest market in Macau in the third quarter

of 2012 and is expected to remain a major market in 2013. As for other Asia markets, Singapore dropped by 14.0% YOY as

the local economy contracted by 0.6% YOY in the first quarter of 2013. Furthermore, with casinos in Singapore and new

ones opening in the Philippines, there is less interest among Singaporeans to travel to Macau for leisure. Thailand recorded

robust growth of 28.4% YQY, thanks to its strong currency and reliable economic performance. For long-haul markets,
Russia recorded strong growth of 22.3% YOY, while the

Source: Macau Government Tourism Office

Americas, Oceania and Africa recorded negative growth.

MACAU OVERNIGHT VISITOR ARRIVALS Europe market growth remained limited.

2 4.0 35%

235 L 30% Overnight visitor arrivals to Macau increased by 7.6%

=
3.0 - 25% YOY to 3.4 million in the first quarter of 2013. The share
25 [ 20% of overnight visitor arrivals increased by 2.5 percentage
i'z iZi points YOY to 48.1%. Chinese and Hong Kong overnight
10 | 5% visitor arrivals grew by 10.4% YOY and 7.3% YOY,
0.5 - 0% respectively, indicating that increased supply has led to
0.0 - 5% more Chinese and Hong Kong visitors to stay overnight.

4Q10 1Q11 2Q11 3Qi11 4Q11 1Ql12 2Q12 3Q12 4Q12 1Q13
Long-haul markets posted negative growth in overnight

B Others I Hong Kong I South Korea
== mainland China = Japan — Taiwan visitor arrivals, mainly affected by the increasing hotel

. ) room rates in Macau and challenging economic
Source: Macau Government Tourism Office ging

conditions in their home countries.

Due to ever-buoyant Chinese demand and induced MACAU GAMING REVENUE

demand from more casinos that opened at the end

of 2012, gross gaming revenue grew by 14.8% YOY

Billions

in the first quarter of 2013. Gaming revenues for
Macau grew from MOP 74.6 billion in the first
quarter of 2012 to MOP 85.6 billion in the same
period in 2013. Gaming revenue increased

throughout February and March, not impacted by

the Chinese New Year holidays. Yet, with austerity
policies affecting mainland Chinese hotels,
guestions arise as to how long before Macau is
impacted by the new policies throughout the rest of mmiRevenue (MOP) ~ ——Change

PAVNER
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CHINA

CHINA VISITOR ARRIVALS*

China’s total international visitor arrivals (excluding

Hong Kong and Macau) continued to decline slightly 210 30%
by 0.7% YOY as a result of the bird flu scare, H Z | iz;
government transition and a slowing economy. The 7 - 15%
Hong Kong market increased 2.6% YOY, while Macau g ;oo/:"
continued to decline by 7.9% YOY. All top five 4 L o%

markets recorded negative growth rates. Japan 3 - 5%

continued to record the biggest decrease of 22.0% i 12?
YOY, largely due to the territorial dispute and bird flu 0 L 0%

4010 1011 2011 3Q1l 4Ql1 1Q12 2012 3Q12 4Q12  1Q13
N Russia I Japan W Others I South Korea
. Taiwan . USA - YOY Change

scare. Though the Russian market continued to grow
in Macau and Hong Kong, it recorded a 5.2% YOY

decrease in China for the first quarter of 2013,

indicating that the “Year of Russia” promotional Source: China National Tourism Administration

* .
campaign is yet to have an impact on visitor arrival £ LAl e (o e g

numbers. South Korea, Taiwan and the USA

recorded YOY declines of 3.7%, 1.7% and 1.3%, respectively. Among other markets, North Korea continued to expand by
13.9%. India also recorded growth of 12.1% YOY. Escalating border tensions between the India and China might impede this
two-digit growth rate over the course of 2013. Among long-haul markets, visitor arrivals from the Americas continued to
decrease, except for the Mexico market, which grew by 9.4% YOY. Among the European markets, France, UK and Norway
registered 6.8%, 4.7% and 4.4% YOY growth, respectively, with Italy, Spain and Portugal growing less than 2.5% YOY.
Germany recorded an unusual decline of 5.1% YQY, as China’s car industry slowed down reducing the level of corporate
travel from German automakers.

TAIWAN

TAIWAN VISITOR ARRIVALS

Although the Nantou earthquake occurred in late

March, visitor arrivals to Taiwan surged by 10.7% £ 25 40%

YOY to 1.9 million international visitors in the first S

quarter of 2013. For the top five markets, Hong 20 32%

Kong and Macau market grew the fastest, with a 15 | a5

YOY growth rate of 25.4%, which equates to an

additional 51,424 Hong Kong and Macau visitors 1.0 - 16%

to Taiwan. This is mainly because travel demand

to South Korea, popular among Hong Kong and 05 8%

Macau tourists, was diverted away due to political 00 . | o

tensions on the Korean peninsula. Mainland China 4010 1011 2011 3Q11 4011 1012 2012 3Q12 4Q12 1013

continued to dominate the market with a YOY F—_USA = Malaysia i Others i mainland China
PN HK & Macau M Japan - - -YOY Change

growth of 22.2%, accounting for 36.6% of total

visitor arrivals. Japan continued to drop by 4.6%, Source: Taiwan Tourism Bureau

owing to the depreciation of Japanese yen and

diplomatic tensions. Malaysia and the USA recorded a small YOY drop of 2.1% and 0.2%, respectively. Among other markets
in Asia, South Korea's visitor arrivals continued to increase by 12.6% YOY, while similar figures for Singapore increased by
12.7% YOY. For long-haul markets, both the USA and the UK declined, whereas Russia posted 8.1% YOY growth in the first
quarter of 2013. As Taiwan continues to develop its regional export market in ASEAN, more Asian tourists are expected to
visit Taiwan in the short-to-medium term.

PAGE 8 An HVS Quarterly Hotel Market Update - China & Taiwan
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Following the easing of travel

ARE CHINESE TOURISTS THE SAVIOR FOR TAIWAN
HOTELS?

restrictions in mid-2008, visitors
from mainland China quickly became

the largest source market for Taiwan.
Major Market . . .
Average Spending in Hotels (USD) Many a surge in visitor arrivals has

el . been witnessed to boost hotel
Mainland China

Hong Kong / Macau average rate and occupancy levels.
Singapore
Korea

Yet room night spending among

Vil mainland Chinese tour groups is not
U.S.A.
Europe attractive to most hotel operators in

Australia / New Zealand Taiwan. For individual tourists, while
Major Market the individual visitation scheme is
Average Spending in Hotels (%) 2003 2004 2005 2006 2007 2008 2009 2010 2011 . .

Japan 43.7% 46.3% 45.9% 41.8% 43.2% 42.8% 42.3% 42.1% 38.4% now offered to major mainland
Mainland China — —  —  — 350% 386% 30.5% 20.7% 16.5% Chinese cities, the deposit

Hong Kong / Macau 37.9% 40.6% 37.4% 33.5% 31.4% 33.8% 35.0% 38.4% 38.5%

Singapore 48.3% 47.4% 40.8% 42.6% 36.5% 38.1% 39.6% 39.9% 34.3% requirement for outbound visitors
Korea 38.6% 46.9% 44.4% 38.5% 44.2% 45.7% 45.8% 46.6% 41.4% . high. The high d .
Malaysia 43.3% 41.6% 38.0% 35.5% 41.4% 37.4% 31.4% 33.9% 31.3% remains very high. The high deposit
USA. 52.3% 56.3% 52.0% 57.2% 57.5% 52.6% 46.1% 64.1% 65.5% thus limits travel for young people on
Europe 54.9% 56.5% 53.8% 62.8% 61.3% 55.6% 55.0% 63.6% 61.6%

Australia / New Zealand 57.2% 56.1% 60.5% 53.5% 47.7% 51.3% 45.1% 60.5% 55.9% a budget — the segment that has

been most dynamic from markets

Source: Tourism Bureau M.O.T.C.

such as Hong Kong, Macau, Singapore and Malaysia. As a result, young individual Chinese travelers who are more
affluent and can afford high-end accommodation are expected to increase in the long term. Yet, based on our research,
this effect will not be significant in the short-to-medium term as the experience is quite different from expectations.
Although the government aims to improve cross-strait relations in order to boost Taiwan's economy, further progress
and increases in visitation will depend on the two sides’ ability to maintain good diplomatic and cultural relations. The
government is facing opposition among segments of the population with regard to the too rapid opening of the
country.

HOTEL MARKET PERFORMANCE

Hong Kong, Macau and Taiwan

OCCUPANCY FOR ALL MARKETS DROPPED BUT TAIWAN MANAGED TO INCREASE AVERAGE RATE

Market 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 2Ql12 3Q12 4Q12 1Q13
Hong Kong Occupancy (%) 85.9 91.6 87.8 87.7 89.6 91.9 87.3 88.1 89.9 91.2 87.1
Average Room Rate (HKS) 1,091 1,360 1,302 1,286 1,281 1,558 1,483 1,415 1,414 1,644 1,472
RevPar (HKS) 937 1,246 1,143 1,127 1,147 1,432 1,295 1,246 1,270 1,500 1,282
ReVvPAR YOY Change (%) 31.4 29.0 21.6 21.3 22.4 14.9 13.3 10.5 10.7 4.8 -1.0
Macau Occupancy (%) 83.5 87.3 85.2 87.4 89.6 91.0 87.5 85.7 89.6 90.5 86.1
Average Room Rate (MOP) 1,168 1,276 1,304 1,290 1,325 1,452 1,476 1,376 1,372 1,486 1,476
RevPar (MOP) 975 1,114 1,110 1,127 1,188 1,321 1,292 1,179 1,229 1,345 1,271
ReVvPAR YOY Change (%) 23.8 20.8 17.3 20.5 21.8 18.6 16.4 4.5 3.5 1.8 -1.6
Taipei Occupancy (%) 69.6 83.1 75.9 71.1 71.0 83.3 75.5 79.2 73.8 83.7 75.6
Average Rate (TWS) 3,441 3,662 3,683 3,932 3,684 3,964 3,975 4,182 3,930 4,258 4,388
ReVvPAR (TWS) 2,395 3,042 2,794 2,794 2,616 3,304 3,003 3,314 2,901 3,564 3,316
ReVvPAR YOY Change (%) 0.2 11.4 9.8 -0.7 9.2 8.6 7.5 18.6 10.9 7.9 10.4
Kaoshiung Occupancy (%) 66.6 73.6 60.9 65.7 64.7 74.7 61.3 68.6 66.7 71.7 60.1
Average Rate (TWS) 2,276 2,226 2,497 2,307 2,487 2,328 2,721 2,302 2,387 2,380 2,687
ReVvPAR (TWS) 1,516 1,639 1,520 1,515 1,609 1,738 1,669 1,579 1,593 1,706 1,614
ReVvPAR YOY Change (%) 5.5 10.9 -3.8 -1.0 6.1 6.1 9.8 4.2 -1.0 -1.9 -3.3
Taichung Occupancy (%) 67.4 79.6 67.4 72.3 66.1 80.7 71.9 78.9 74.5 79.6 68.3
Average Rate (TWS) 2,240 2,249 2,423 2,269 2,354 2,406 2,603 2,272 2,440 2,438 2,675
ReVvPAR (TWS) 1,509 1,790 1,633 1,641 1,555 1,942 1,871 1,792 1,818 1,941 1,828
ReVvPAR YOY Change (%) 19.0 19.5 8.6 8.7 3.1 8.5 14.6 9.2 16.9 0.0 -2.3

Source: HKTB, MOTC, MGOT

PAGE 10 An HVS Quarterly Hotel Market Update - Hotel Market Performance
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Hong Kong / Macau 37.9% 40.6% 37.4% 33.5% 314% 33.8% 35.0% 38.4% 38.5% g;ﬂﬁqu%ﬁﬁﬁlj\]‘&%/?(ﬁ » (R
Singapore 48.3% 47.4% 40.8% 42.6% 36.5% 38.1% 39.6% 39.9% 34.3%

Korea 38:6% 46:9% 44:4% 38:5% 44:2% 45:7% 45:8% 46:6% 41:4% E}‘—\A 'ﬁ#ﬁ/ﬂ;ﬁ—\‘zﬁl \w?\AIEJE,jo /I\E#%

Malaysia 43.3% 41.6% 38.0% 35.5% 41.4% 37.4% 31.4% 33.9% 31.3% ""‘/ & 3 == Lz N\
LEpal 5
USA. 52.3% 56.3% 52.0% 57.2% 57.5% 52.6% 46.1% 64.1% 65.5% REGBBINAZ B EMRER

Europe 54.9% 56.5% 53.8% 62.8% 61.3% 55.6% 55.0% 63.6% 61.6%
Australia / New Zealand 57.2% 56.1% 60.5% 53.5% 47.7% 51.3% 45.1% 60.5% 55.9% f?‘*#%lﬁfafj/ﬂ Kﬂ]jft/\'}‘ IEJETJ._/_\
X / N =

Source: Tourism Bureau M.O.T.C.

3]

ARE CHINESE TOURISTS THE SAVIOR OF TAIWAN
HOTELS?

Major Market

Average Spending in Hotels (USD)
Japan

Mainland China

© D 0 O B W O U

BIETHRI
B BITHEE
AT AEREE T @ WEERIIRE I EMT

ik 3Q10  4Q10 1011 2011 3Q11 4011 1Q12  2Q12 3Q12  4Q12 1Q13
s NEZ (%) 85.9 91.6 87.8 87.7 89. 6 91.9 87.3 88. 1 89.9 91.2  87.1
T35 QA IT) 1,091 1,360 1,302 1, 286 1,281 1, 558 1,483 1,415 1,414 1,644 1,472
AT P e (M5 0) 937 1,246 1,143 1,127 1,147 1,432 1,295 1,246 1,270 1,500 1,282
g ] 85 s i [ L AR 5 (%) 31.4 29.0 21.6 21.3 22. 4 14.9 13.3 10.5 10. 7 4.8 -1.0
t. | NEER (%) 83.5 87.3 85. 2 87. 4 89. 6 91.0 87.5 85. 7 89. 6 90.5  86.1
S GRITIT) 1,168 1,276 1,304 1,290 1,325 1,452 1,476 1,376 1,372 1,486 1,476
AT s (R o6) 975 1,114 1,110 1,127 1,18 1,321 1,292 1,179 1,229 1,345 1,271
A5 ] 5 5 W 2 5] EL AR 5 (%) 23.8 20.8 17.3 20. 5 21.8 18.6 16. 4 4.5 3.5 1.8 -1.6
&b NEZ %) 69.6 83.1 75.9 71.1 71.0 83.3 75.5 79. 2 73.8 83.7 75.6
SES A G & ) 3,441 3,662 3,683 3,932 3,684 3,964 3,975 4,182 3,930 4,258 4,388
G & e (B e m) 2,395 3,042 2,794 2,794 2,616 3,304 3,003 3,314 2,901 3,564 3,316
A ] 5 WA 2 ] EL AR 5 (%) 0.2 11. 4 9.8 -0.7 9.2 8.6 7.5 18.6 10.9 7.9 10.4
=73 NEZ %) 66. 6 73.6 60. 9 65. 7 64. 7 74.7 61.3 68. 6 66. 7 71.7  60.1
SES AN B & ) 2,276 2,226 2,497 2,307 2,487 2,328 2,721 2,302 2,387 2,380 2,687
A& e (B e m) 1,516 1,639 1,520 1,515 1,609 1,738 1,669 1,579 1,593 1,706 1,614
g ] 5 s YA [ L AR 5 (%) 5.5 10.9 -3.8 -1.0 6.1 6.1 9.8 4.2 -1.0 -1.9  -3.3
8 NAEZE (%) 67. 4 79.6 67. 4 72.3 66. 1 80. 7 71.9 78.9 74.5 79.6  68.3
SEEIE G h) 2,240 2,249 2,423 2,269 2,354 2,406 2,603 2,272 2,440 2,438 2,675
R s Gir & M) 1,509 1,790 1,633 1,641 1,555 1,942 1,871 1,792 1,818 1,941 1,828
g ] 85 s YA [ L AR 5 (%) 19.0 19.5 8.6 8.7 3.1 8.5 14.6 9.2 16.9 0.0 -2.3

HRFR: BN G B T TIE Nk e
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China TOP 10 HOTEL MARKETS - Q1 2013

Though some cities experienced average rate growth, many g ZZZ . ;ZZA
China markets continued to face YOY declines in both
occupancy and RevPAR in the first quarter of 2013. All top ten >0 80%
hotel markets posted YOY declines in occupancy. The average 400 r7o%
rate increased in all top ten markets, apart from Nanjing and 300 [ 60%
Shanghai. Among the top ten hotel markets, only Changsha, 200 T 50%
Sanya and Shenzhen recorded YOY increases in RevPAR of 100 - 40%
9.0%, 0.4% and 0.1%, respectively, resulting in RevPAR of 0 : - 30%
RMB307, RMB672 and RMB264. @o*;@@f&gf” & Q’g\\“""&f ®°§°° & &a\\*"&z@?

S NG
Though Sanya posted the highest RevPAR among the major 30 W Average Room Rate R:vPAR @ Occupancy
cities, it registered the second highest decrease in average Source: China National Tourism Administration

occupancy among the top ten markets, with a YOY
TOP 10 FIVE-STAR HOTEL MARKETS - Q1 2013 decline of 8.2% to an average occupancy of 70.3%. This

was mainly due to the increase in high-rated supply and

. 2000 120% .
R 1800 110% an average rate of 9.4% that generally runs lower
s 1600 100% occupancy levels.
1,400 90%
1,200 80% Changsha moved up from fourth place in the fourth
1,000 70% ) .
800 60% quarter of 2012 to third. Though marketwide occupancy
600 50% in Changsha dropped 2.4% YOY, Changsha maintained
ggg igf; the highest occupancy level among the top ten markets
0 20% at 81.7% and attained the highest average YOY rate

growth of 11.7% to RMB376. Although the Changsha
hotel market benefited from international branded

M Average Room Rate RevPAR @ Occupancy

hotels opening in the city, more than ten additional five-
S G T U Sl i S star hotels are opening before 2016 and the market will
experience a period of oversupply typical among

emerging cities in China.

Xiamen moved up from sixth place in the fourth quarter of 2012 to fourth. Similar to Sanya’s situation, Xiamen registered
average rate growth of 6.5%, which led to a 6.9% decrease in average occupancy; this indicates that the two new five star
hotels in the city are yet to establish their respective competitive positions in the market. Nanjing managed to sustain its
position as the city with the ninth highest RevPAR. Yet, partially attributable to bird flu, both Nanjing’s average rate and
occupancy declined, pulling down the city’s RevPAR by 5.9% YOY.

Chengdu dropped from seventh place in the fourth quarter of 2012 to last. Tighter competition due to an increase in room
supply caused Chengdu to register a significant YOY decline in occupancy of 12.9% to 50.8%. Chengdu also recorded the
largest YOY RevPAR decline in the first quarter of 2013, falling 8.5% to RMB 227 over the period. With major hotel
companies such as Swire hotels and Accor entering the Chengdu market this year, competition will continue to be fierce.

Among the top ten five-star hotel markets, Harbin posted the highest RevPAR YOY increase of 17.4% to RMB1,012 in the
first quarter of 2013. With only two five-star hotels, Harbin’s hotels belonging to this category are able to leverage on
existing demand and yield effectively and are likely to maintain their good performance until the addition of new supply.
Changsha, meanwhile, placed second in terms of RevPAR growth among five-star hotel markets, with a YOY growth of
15.3%. Fuzhou and Chengdu, by contrast, both recorded a RevPAR decline of 10.8% YOY. Xiamen and Shenzhen’s five-star
markets also registered YOY RevPAR declines of 9.5% and 9.1%, respectively. Most of the markets were affected by more
five-star hotels entering the market, which increased competition, initially pressuring occupancy and eventually average
rate.

PAGE 12 An HVS Quarterly Hotel Market Update - Hotel Market Performance
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Affected by the empty
plate policy introduced by
the central government in
January, the 50 major
cities’ F&B revenue
dropped by 1.5% in the
fourth quarter of 2012
and further declined by
10.3% in the first quarter
of 2013. Beijing, which
has the highest total F&B
revenue among the 50
major cities, registered a
YOY decline of 2.4% in

the last quarter of 2012
and a YOY decrease of
15.5% in the first quarter
of 2013. Most of the

EMPTY PLATES IN HOTELS IN CHINA - Q1 2013

Top ten cities with the highest F&B Revenue Top 10 declines in F&B Revenue in Percent

YOY
City 1Q13 % Change City

YOY
1Q13 % Change

Beijing 2,067,839,200 -15.5 Lijiang
Shanghai 1,591,749,900 -7.8 Urumchi
Guangzhou 846,865,500 -10.8 Jinan
Hangzhou 682,043,800 -13.7 Yichang
Suzhou 574,688,100 -9.6 Nanning
Ningbo 529,845,800 -16.1 Hohhot
Wenzhou 511,925,400 19.6 Yinchuan
Chongging 458,114,400 -18.7 Chengdu
Shenzhen 454,182,400 -6.2 Xi'an
Changsha 384,157,600 -0.4 Chongging

Source: China National Tourism Administration

12,759,600 -31.5
173,580,800 -29.9
192,627,200 -29.5

57,114,000 -29.0
119,196,000 -27.7
110,372,400 -25.8
50,833,800 -20.8
311,953,600 -19.1
239,496,400 -18.8
458,114,400 -18.7

cities that posted the biggest declines are those with insufficient local and corporate demand to compensate for

displaced government demand. With the new government aiming to lower its own spending, this trend is expected to

continue in the short-term.

First-Quarter YOY RevPAR Change and Size of Overall Hotel Market in 50 Cities in China

CHINA HOTEL DEMAND SLOWS

Number of +
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(Thousands): <5
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Marketwide Performance of 15 Key Markets in China F[E 15 M EE [T BA T IZRA

CHINESE HOTEL MARKET SLOWS IN MAJOR CITIES

o A 3 BT P T S b R IR R

1Q YOY Change

4010 1QI1  2Q11  3Q11  4QI1  1QI12  2Q12  3Q12  4Q12  1QI3 % —FF[FELAH
Beijing Occupancy AfEZ (%) 59.4 51.4 60.2 67.4 59.6 54.2 62.0 66.5 59.9 50.9 -3.3 pp EA
o= Average Rate “F35)5 i (RMBA IR T) 456 460 472 458 505 517 533 515 540 522 0. 9%
RevPAR 3R € i o (RUBA R i) 271 237 284 308 301 280 330 342 323 266 —5. 2%
Shanghai Occupancy AfEZ (%) 59.5 47.4 57.8 57.1 58.8 51.0 60.1 58.0 58.4 50.9 0.1 pp EHA
ki Average Rate T35 (RMBA ) 709 634 640 595 629 617 640 602 622 614 -0. 5%
RevPAR 43 1] £ i i (RMB A R i) 422 300 370 340 370 315 384 350 363 312 -0. 7%
Guangzhou Occupancy AfE % (%) 66.1 59.9 65.0 64.5 68.6 58.9 63.5 61.9 65.4 56.7 -2.2 pp HAOA
[l Average Rate P35 (RMBA K 1Ti) 556 419 519 392 512 440 510 417 517 448 1. 8%
RevPAR 4 A6 p5 it (RUBA R ) 367 251 337 253 351 259 324 258 338 254 -2. 0%
Shenzhen Occupancy AfEZ (%) 66.5 61.2 66.4 65.8 69.1 59.8 645 65.8 65.9 59.6 0.3 pp A
I Average Rate P35 4 (RMBA I i) 400 414 419 412 441 441 447 438 447 443 0. 5%
RevPAR 43 nJ € i & (RUBA R i) 266 253 278 271 304 264 288 288 295 264 0.1%
Chengdu Occupancy AfE:Z (%) 68.8 59.2 69.2 73.8 71.3 58.4 68.0 72.1 64.4 50.8 7.5 pp EHIrA
FRER Average Rate “F3#J55 1 RMBAE M) 389 386 411 370 414 426 425 432 459 447 5. 1%
RevPAR 4RI p5 it (RUBA R ) 268 228 284 273 295 248 289 311 205 227 -8. 5%
Chongqing Occupancy AfEZ (%) 62.4 55.7 63.0 61.8 65.1 546 62.5 62.3 63.3 53.9 0.7 pp AL
HER Average Rate P35 554 (RMBA [Ri1fi) 288 268 284 286 297 312 310 309 324 316 1. 3%
RevPAR 43 n[€ pr i o (RUBA R i) 180 149 179 177 193 170 193 193 205 170 0. 0%
Sanya Occupancy AfEZ (%) 65.5 78.6 61.9 58.4 749 76.7 52.9 56.1 71.2 70.3 6.3 pp A
=1 Average Rate P34 RMBA i) 666 917 538 497 670 873 530 497 620 956 9. 4%
RevPAR 43 1] £ i i (RMB A R i) 436 720 333 290 502 670 280 279 441 672 0. 4%
Xiamen Occupancy AfEZ (%) 73.7 63.5 69. 3 70.2 71.6 59. 4 65. 0 66.0 67.2 55.3 4.1 pp A
JZ] Average Rate FHJ5i (RMB A 1) 368 427 401 422 433 474 439 450 461 505 6. 5%
RevPAR 41 € 5 i s (RMBA F i) 271 271 278 296 310 282 285 297 310 279 —0. 8%
Qingdao Occupancy AfEZ (%) 61.6 57.9 71.3 79.6 60.6 542 71.3 77.7 60.8 56.4 2.2 pp AL
HH Average Rate “F-¥4p5 4 (RMBA R i) 338 342 380 479 395 355 403 544 392 378 6. 4%
RevPAR 3 n] € i i (RUBA R i) 208 198 271 381 239 193 287 423 238 213 10. 8%
Ningbo Occupancy AfEZ (%) 61.9 55.7 61.1 60.7 63.1 55.6 58.9 581 55.7 48.5 7.1 pp E4A
TU Average Rate “F¥J i (RMB AR T) 324 320 340 334 341 336 342 328 347 348 3. %
RevPAR 4RI p5 it (RUBA R ) 201 178 208 203 215 187 201 190 193 169 -9. 6%
Zhuhai Occupancy AfE# (%) 63.7 581 58.5 62.1 65.1 56.1 583 61.0 66.1 56.4 0.3 pp AL
Bhifs Average Rate P35/ (RMBA Ri1fi) 324 304 274 280 306 312 298 287 355 322 3.2%
RevPAR 41 € 55 izl (RMBA K1) 206 177 160 174 199 175 174 175 235 182 3. 6%
Nanchang Occupancy AfEZE (%) 72.1 68.9 71.0 71.8 67.4 61.8 67.0 62.5 64.7 57.3 4.5 pp HSA
=] Average Rate 3554 (RMBA i) 320 260 264 256 280 287 286 285 301 297 3. 5%
RevPAR 3 A 8 i i (RUBA R i) 230 179 188 184 189 178 192 178 195 170 -4. 1%
Wuhan Occupancy AfEZ (%) 67.2 60.6 64. 2 61.5 65.6 55, T 68. 9 59.4 63.6 53.7 2.0 pp F4rA
Ewid Average Rate “FHJ5A (RMB A RETT) 351 347 375 384 387 393 387 381 395 394 0. 2%
RevPAR % r[ 65 F7 Wit (RMBA IR 1) 236 210 241 236 254 219 267 226 251 212 -3. 4%
Zhengzhou Occupancy AfEZ (%) 69.4 61.4 67.7 69.0 66.8 589 65.2 66.6 650 56.8 2.1 pp A
F Average Rate P35 54/ (RMBA R 1fi) 282 262 298 284 343 286 370 322 360 324 13. 0%
RevPAR 43 R[€ i &t (RUBA R i) 195 161 202 196 229 169 241 215 234 184 9. 0%
Hefei Occupancy AfEZ (%) 74.0 63.0 65.0 66.5 66.1 57.5 57.9 58.8 58.3 52.1 5.4 pp A
AHE Average Rate P35 (RMBA K1) 328 322 314 288 295 303 317 300 303 317 4. 6%
RevPAR 4RI 6 Bt as (RUBA R i) 243 203 204 191 195 174 183 176 177 165 -5. 2%

Source: China National Tourism Administration PEFIKIR: H[E [ESCHENF
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ABOUT HVS

HVS is the world’s leading consulting and services organisation focused on the hotel, restaurant, shared ownership, gaming, and leisure
industries. Established in 1980 by President and CEO Steve Rushmore, MAI, FRICS, CHA, the company offers a comprehensive scope of
services and specialised industry expertise to help you enhance the economic returns and value of your hospitality assets.

Over the past three decades, HVS has expanded both its range of services and its geographical boundaries. The company’s global reach,
through a network of 30 offices staffed by 400 seasoned industry professionals, gives you access to an unparalleled range of
complementary services for the hospitality industry. The company performs more than 2,000 assignments per year for virtually every
major industry participant. HVS principals are regarded as the leading professionals in their respective regions of the globe.

In Asia-Pacific, HVS is represented by six offices in Hong Kong, Shanghai, Beijing, New Delhi, Mumbai and Singapore. HVS hosts two of the
main annual industry events in the region, namely the China Hotel Investment Conference (CHIC) in Shanghai and Hotel Investment
Conference South Asia (HICSA). HVS publishes a wide range of leading research, which can be found in our online library.

The Hong Kong team has worked on a wide range of projects that include economic studies, hotel valuations, operator search and
management contract negotiation, development strategies for new brands, asset management, research reports and investment
advisory for hotels, resorts, serviced residences and branded residential development projects. HVS Hong Kong’s clients include New
World Development, The Wharf, Sun Hung Kai, Samsung, SK, Lotte, Taj Hotels and Resorts, Agile Property Holdings, Citibank, LaSalle
Investment Management, amongst others.

PuReaNae Jang is an analyst of HVS Hong Kong, working primarily Daniel J Voellm, Managing

on hotel consulting assignments including Market Studies and
Feasibility Studies in the Asia Pacific region. Graduating with an
Honors Bachelor of Social Science degree from the Hong Kong
Polytechnic University and with previous working experiences in
hotel operations, PuReaNae brings a comprehensive knowledge of
the hospitality industry to HVS.

For further information, please contact dvoellm@hvs.com.

To sign up for this or other HVS newsletters, please visit
www.hvs.com/register/

www.hvs.com

Director of HVS Hong Kong, has
provided advice in major markets
including China, South Korea,
Hong Kong SAR, Taiwan, Thailand,
Vietnam, Cambodia, Singapore,
Indonesia and Maldives. Prior to
heading the Hong Kong office,
Daniel Voellm was Vice President
at HVS’' global headquarters in
New York conducting a wide range
of appraisals, market studies and
underwriting due diligence
services in 22 states as well as Canada. Daniel brings a strong
understanding of the hospitality industry to HVS. His experience in
hotel and food and beverage operations in Germany, Switzerland,
England and the United States is complemented by an Honours
Bachelor of Science degree from Ecole hételiere de Lausanne in
Switzerland. Daniel works closely with key institutional and private
owners of hotel properties, financiers, developers and investors,
and has gained a strong understanding of their investment
requirements and approaches to assessing market values of
investment properties. Daniel further advises on property and
concept development and strategy.

HVS Hong Kong | Level 21, The Centre, 99 Queen’s Road Central, Hong Kong
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