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An HVS Quarterly Hotel Market Update

As the world closely watched the political developments in the USA and China,
the decrease in business travel over the summer holidays was followed by a
slowdown in demand for the region in quarter three, with the exception of
Hong Kong, supported by mainland China.

HONG KONG

HONG KONG VISITOR ARRIVALS

Hong Kong received more than 13 million visitors —
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a record high - in quarter three of 2012, reflecting
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17.7% year-on-year (YOY) growth. This was mainly

30%

driven by a record 9.74 million visitor arrivals from "

25%
mainland China, reflecting a 26.8% increase YOY.
20%
This significant growth is mainly attributable to the

summer holidays and to same-day visitors - 1%

quarter three traditionally being the high season 4 10%
for leisure travel for mainland Chinese —and to the ) 5%
favourable exchange rate for the Renminbi. . o
Among the top five source markets, Japan and 2010 3010  4Q10 1011 2011 3Q11  4Qi1 1012 2012 3Q12
South Korea recorded the strongest YOY growth B USA S Others NN Taiwan WSS Japan EEEEESouth Korea NENEEChina = = =YOY Change

rates at 4.7% and 2.7%, respectively. Conversely,

Hong Kong recorded a drop in visitor arrivals from Source: Hong Kong Tourism Board

most of the Southeast Asian markets. This is likely

due to the increased pricing level of Hong Kong hotels, displacing value-oriented demand from these markets. Taiwan, the
second-largest source market for Hong Kong, registered a 2.7% decline YOY due to the economic slowdown. The US market
also declined by 3.3% YOY, in light of the summer
holidays and a further slowdown in the financial
sector. Similarly, other long-haul markets, such as

HONG KONG OVERNIGHT VISITOR ARRIVALS

7 35% Europe and Oceania, all recorded YOY declines.
L e This is attributable to the uncertain economic

environment that prompted more conservative
vacation budgets.

r21%

[ Hong Kong received more than 35.3 million visitor

[ arrivals in the first nine months of 2012, 16.3%

| o higher than 2011 figures. With the traditional

high season quarter four approaching, Hong Kong
is expected to easily achieve its target of 44

a0 3ai0  amo  1aai  zann  sain ema taz 2;iz sq T million visitor arrivals for 2012.

7%

N USA B Others NENEEE Japan WS Taiwan SN South Korea HEEEEM China — — — YOY Change The Share Of overnight ViSitor arriVaIS increased

Source: Hong Kong Tourism Board marginally quarter-on-quarter (Q0Q), from 48.9%
in quarter two to 49.2% in quarter three of 2012.
This is attributable to the significant increase in total visitor arrivals and more favourable pricing during the summer period,
as hoteliers aimed to maintain occupancy while business travel contracted. Growth of overnight visitor arrivals accelerated
in quarter three: total overnight arrivals and that from mainland China increased by 6.9% and 12.2% YOY, respectively.
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The continued strengthening of the Renminbi makes Hong Kong more attractive for shopping and travel. Japan and South
Korea saw overnight visitor arrivals grow by 8.4% and 4.3%, respectively. Increased tensions between China and Japan over
the controversial Diaoyu Island (known as Senkaku Island in Japan) caused Japanese travellers to shift to alternative
destinations in the region. In contrast, Taiwan, USA and other Southeast Asian countries saw declines in overnight arrivals in
quarter three, due to softer demand given the economic situation. Demand from long-haul markets such as Europe and
Oceania also declined in quarter three, impacted by the lingering European debt crisis.

HONG KONG HIGH-TARIFF A MARKET PERFORMANCE

3,000

2,500
2,000
g
S 1,500
1,000

500

I Average Room Rate == Cccupancy
Source: Hong Kong Tourism Board

The RevPAR of the high-end hotel market in Hong Kong reached HKS1,951 in the third quarter of 2012, the highest
third-quarter RevPAR performance on record. Demand slightly increased YOY in the third quarter, with marketwide
occupancy edging up one percentage point to 85%. Average rate maintained momentum into the third quarter,

increasing by 10% YOY to reach HK$2,307. Notably, average rate performance set a new record for all three quarters

this year, supported by stable demand, supply constraints and demand from mainland China.

The outlook for occupancy levels remains cautious, as long-haul markets fail to perform and regional demand grows
more price-sensitive. The global economic scenario will prevent any significant increases in corporate travel budgets.
Reliant on market compression, average rate growth in 2012 is anticipated to remain healthy but is likely to slow (as it
has already since quarter one of this year). However, with quarter four being a traditionally strong business and leisure
travel season, demand is expected to pick up, providing upside potential for average rate and RevPAR growth. The year
2013 is expected to provide limited average rate growth potential of up to 5% and flat occupancy performance, given
the addition of supply.

MACAU

Visitor arrivals to Macau continued to decline for the second quarter in a row. The city welcomed more than 7.2 million
visitor arrivals in quarter three of 2012, posting a YOY decline of 1.7%. Growth of visitor arrivals from mainland China
slowed to 1.6% YOY, as demand softened. Other major source markets such as Hong Kong and Taiwan saw visitor arrivals
decline by 7.7% and 8.1%, respectively. Both declines are likely attributable to the softening economic environment,
particularly in Taiwan.

PAGE 4 R EREREE %R F 5 — Macau
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South Korea and Japan posted the strongest growth
rate in quarter three at 8.9% growth YOY. Increased MACAU VISITOR ARRIVALS
accessibility from Seoul to Macau and the launch of
direct flights from Busan to Macau in July 2012

o
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Millions

supported visitor arrival growth. Additionally, Macau
has become increasingly popular through exposure in
Korean TV dramas, as a number of Korean productions

r 20¢

have been set in Macau. Demand from Japan
continued to recover and return to pre-earthquake
levels. Demand from other Southeast Asia countries

. . . .. r -59
such as Malaysia, Singapore and India saw visitor

0

. L 10
arrivals decrease by 10.3%, 32.6% and 18.3%, 2010 3010 4Q10 1Q11 2011 3Q11  4Ql1  1Q12  2Q12  3Q12

respectively' impacted by regional competition. s Others WS Tajwan EESSSES Hong Kong MEEEEN South Korea NENSENN China BENEEEN Japan — — =YOY Change

Overnight visitor arrivals to Macau, on the other hand, | Source: Macau Government Tourism Office

increased by 3.6% YQY in the third quarter, reaching

3.6 million. The share of overnight visitor arrivals increased by 1.7 percentage point YOY to 50.3% in quarter three.
Mainland China and Hong Kong were the two

major source markets for overnight visitor arrivals,

MACAU OVERNIGHT VISITOR ARRIVALS together accounting for 85% of total overnight

demand. Quarter-three growth was primarily

40 35
a driven by the mainland Chinese market, which

2 contributed to 59% of total overnight visitor
arrivals and grew by 7.2% YOY. Demand from Hong

25 20

Kong remained mature and resilient. Despite a

20 15

decline in total visitor arrivals from Taiwan,

15 10

overnight demand from the island increased by
6.7% YOY. Overnight demand from South Korea
remained strong, growing by 18.1% YOY. Other

10 59

05

0.0

2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12 3Q12 markets such as Singapore and India pOSted

N Others I Hong Kong MM japan MM China I South Korea MMM Taiwan — — — YOY Change double_digit declines in overnight arrivals (27.6%
and 22.9%, respectively) amid increased regional

Source: Macau Government Tourism Office .. . .
competition from Singapore integrated resorts.

Gross gaming revenue growth continued to slow in MACAU GAMING REVENUE GROWTH SLOWS

quarter three, while September year-to-date figures

showed a 14.8% increase YOY; quarter three growth
stood at 6.1%, a significant drop from the 13.3%
growth rate in quarter two. As a result, gaming
revenue for Macau totalled MOP224 billion in the
first nine months of 2012. The high-rollers — the
main driver of Macau’s gaming revenue — are slowly

feeling the effects of the global economy. Given the

city’s sensitivity towards the global and Chinese
'»‘5(?& 1,&9 19'& "90

economies and a slowly maturing market ’ = Reve nue (MOP) Change

compared with Singapore), growth rates are
( P gap )8 Source: Macau Statistics and Census Service

expected to moderate in the near term.
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CHINA

Total international visitor arrivals (excluding Hong
Kong and Macau) to China declined 2.9% YOY in
quarter three of 2012. All top five feeder markets,

Millions
©
~
2

except for other Asian countries, registered a decline

. 101 in quarter three. This was likely due to tightened
5 55 tourist visa regulations for foreigners, which are
4 0% rumoured to be a move aimed at clamping down on
3 =4 illegal overstays in China. An invitation letter from a

Chinese entity or citizen, a return ticket and a hotel

reservation are all required for obtaining a visa to

200 300 sq10 1011 2011 @1 /i 1012 2012 3012 China. The largest declines were seen in visitor
N AsiaOthers NN Japan BN Others HEEEM South Korea MMM Taiwan NN Russia --—--- YOY Change arrivals from Russia and Japan Whlle Russia was
Source:  China National Tourism Administration likely to have been impacted by the soft economy,
* Excluding Hong Kong and Macau the decline in visitor arrivals from Japan was largely

due to tensions over Diaoyu Islands (known as
Senkaku Islands in Japan). Similarly, South Korea and Taiwan recorded a 5.2% and 1.9% YOY decline in visitor arrivals,
respectively. Other regional markets such as Sri Lanka and North Korea continued to grow at a modest pace, starting from a
low base. The best-performing markets were Thailand and the Philippines, which posted 7.4% and 5.3% visitor arrival
growth, respectively, in quarter three. Among long-haul markets, France posted 5.5% growth YOY, while Italy and
Switzerland registered 5.2% and 7.3% growth YOY, respectively; all three markets were supported by increased economic
ties with China and a start from a relatively low base. Growth from the Oceania region remained strong, supported by the
Australian market and strong business relations. Visitor arrivals from Australia and New Zealand increased by 9.7% and
6.7%, respectively. Visitor arrivals from the

Americas declined across all markets, due to a

TAIWAN VISITOR ARRIVALS

sluggish economy and decreased travel.

TAIWAN £

1.6
Momentum for visitor arrivals growth to Taiwan 14
continued in quarter three of 2012. The territory 12
received more than 1.75 million visitors in the 10

08

quarter three, reflecting a growth rate of 22.8%

06

YQOY. Mainland China was the sole and key driving
force, with visitor arrivals from the mainland o

growing by 60.7% YOY. A simplified visa

02

00

application process and the growing popularity Of 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12 3Q12

. . . . . . USA B Malaysia WSS Others MESSEM China WS Hong Kong, Macau SN Japan = = =YOY Change
Taiwan as a destination were the principal reasons
for the increase. Hong Kong and Macau saw Source: Taiwan Tourism Bureau

impressive growth, with a combined increase of

31.8% YOY. Hong Kong and Macau have always been big feeder markets for Taiwan, with many travellers venturing to parts
of Taiwan other than Taipei. Malaysia replaced Singapore as the fifth-largest source market in quarter three, recording 7.9%
growth YOY. Visitor arrivals from Japan grew modestly at 5.7% YOY in quarter three, impacted by Diaoyu Island (Senkaku
Island) claims. The USA market remained stable, declining by just 0.1% YOY. Visitor arrivals from South Korea increased by
5.1% YQY in quarter three, as Taiwan faced increasing competition from other regional markets such as Hong Kong and
Macau. Southeast Asian markets are gradually feeling the impact of the global economic slowdown: demand from
Singapore and Thailand were down 6.0% and 8.2%, respectively. The Philippines and Indonesia registered modest growth
rates of 3.1% and 1.2% growth YOY, respectively. Long-haul markets posted stable growth in quarter three with the
Americas, Oceania and Europe registering 0.7%, 2.6% and 1.9% growth YOY, respectively.

PAGE 8 hIEA e E R EENEEE S — China
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Demand from mainland China has grown exponentially in 2012. Much of the demand from mainland China is still driven by
tour groups at the moment, despite the launch and expansion of an individual travel scheme. While Taiwan hotels have
benefited from the volume of mainland Chinese tourists, hoteliers are finding it challenging to increase per capita spending
from this segment, and this has had an impact on average rate performance. However, with a growing middle class and
related spending power, and as mainland Chinese visitors get familiar with Taiwan as a destination, the traveller profile is
likely to shift from value-oriented tour groups to upscale individual travellers in the medium-to-long term.

HOTEL MARKET PERFORMANCE

Hong Kong, Macau and Taiwan

TAIPEI IS CATCHING UP

Market 2Q10 3Q10 4Q10 1011 2Q11 3Q11 4Q11 1Q12 2Q12 3Ql2

Hong Kong Occupancy (%) 80 8.9 916 878 877 896 919 873 881 89.9
Average Room Rate (HK$) 1,106 1,091 1,360 1,302 1,286 1,281 1,558 1,483 1,415 1,414
RevPar (HKS) 929 937 1,246 1,143 1,127 1,147 1,432 1,295 1,246 1,270
ReVvPAR YOY Change (%) 387 31.4 290 216 213 224 149 133 105  10.7

Macau Occupancy (%) 835 835 873 8.2 874 896 908 873 857 89.6
Average Room Rate (MOP) 1,120 1,168 1,276 1,304 1,290 1,325 1,516 1,472 1,376 1,372
RevPar (MOP) 936 975 1,114 1,110 1,127 1,188 1,377 1,285 1,179 1,229
ReVvPAR YOY Change (%) -11 238 208 173 205 218 236 157 45 3.5

Taipei Occupancy (%) 759 696 831 759 711 710 833 755 792 738
Average Rate (TWS) 3,706 3,441 3,662 3,683 3,932 3,684 3,964 3,975 4,182 3,930
ReVPAR (TW$) 2,813 2,395 3,042 2,794 2,794 2,616 3,304 3,003 3,314 2,901
ReVPAR YOY Change (%) 16.7 0.2 11.4 9.8 -0.7 9.2 8.6 7.5 18.6  10.9

Kaoshiung Occupancy (%) 705 666 736 609 657 647 747 613 686 66.7
Average Rate (TWS) 2,170 2,276 2,226 2,497 2,307 2,487 2,328 2,721 2,302 2,387
ReVvPAR (TWS$) 1,531 1,516 1,639 1,520 1,515 1,609 1,738 1,669 1,579 1,593
ReVvPAR YOY Change (%) -1.9 5.5 109 -3.8  -1.0 6.1 6.1 9.8 4.2 -1.0

Taichung Occupancy (%) 693 674 796 674 723 661 807 719 789 745
Average Rate (TWS) 2,178 2,240 2,249 2,423 2,269 2,354 2,406 2,603 2,272 2,440
ReVvPAR (TW$) 1,509 1,509 1,790 1,633 1,641 1,555 1,942 1,871 1,792 1,818
ReVvPAR YOY Change (%) 19.8  19.0 _ 19.5 8.6 8.7 3.1 8.5 146 9.2 16.9

Source: HKTB, MOT, MGOT

HOT IN TAICHUNG As Taiwan gains footprint as a destination, much
interest (tourism and development) is gradually

shifting from Taipei to the rest of Taiwan. The recent
hot topicis Taichung. Taichung is located conveniently
halfway between Taipei and Kaohsiung on the western
coast of Taiwan. A traditional manufacturing base, the
Taichung hotel market is driven predominantly by
corporate travel. The Seventh Phase Redevelopment
Project (SPRP) has drawn much attention in recent

2010 3010 4Q10 1011 2011 3Q11 4Q11  1Q12 months. The area houses the future Taichung Theatre

= Average Rate ReVPAR = Occupancy and is expected to be developed into the new city

Source: Taiwan Tourism Bureau centre of Taichung. The development of Central
Taiwan Science Park also encourages hotel investment

as the city is expected to shift towards the high-tech industry. The Taichung hotel market has been relatively stable for
the past few years, given the limited new supply and stable demand. While year-round occupancy averages around
70%, average rate performance was flat because dynamic pricing remains uncommon. While there is potential for hotel
development, and an international branded hotel can lift the marketwide average rate, the high land cost (particularly
in the SPRP are) make upmarket hotel developments less attractive.

PAGE 10 R e ENREIE T2 ZEEF 5 — Hotel Market Performance
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&b MNMEFE (%) 75.9 696 831 759 711 71.0 83.3 755 792 738
FRIBEMN Giam) 3,706 3,441 3,662 3,683 3,932 3,684 3,964 3,975 4,182 3,930
Gl EWEE Giiam) 2,813 2,395 3,042 2,794 2,794 2,616 3,304 3,003 3,314 2,901
Sl EWE RS (%) 16.7 0.2 11.4 9.8 -0.7 9.2 8.6 7.5 18.6  10.9
Pi=yi3 NEZE (%) 705 666 73.6 609 657 64.7 74.7 613 68.6 66.7
FEA CEr & mD 2,170 2,276 2,226 2,497 2,307 2,487 2,328 2,721 2,302 2,387
gl EE N G m) 1,531 1,516 1,639 1,520 1,515 1,609 1,738 1,669 1,579 1,593
SN [FRIEEAS) (%) -1.9 5.5 109 -3.8 -1.0 6.1 6.1 9.8 4.2 -1.0
i=daal MNEF (%) 69.3 674 796 674 723 66.1 80.7 71.9 789 745
PR EA GEr G Mo 2,178 2,240 2,249 2,423 2,269 2,354 2,406 2,603 2,272 2,440
Al EWEE g m) 1,509 1,509 1,790 1,633 1,641 1,555 1,942 1,871 1,792 1,818
Gl EEW S FEEARE) (%) 19.8 19.0  19.5 8.6 8.7 3.1 8.5 14.6 9.2 16.9
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China

TOP 10 HOTEL MARKETS - Q3 2012

700 1009

All top ten hotel markets in China posted positive

RevPAR growth in quarter three of 2012. This was
600

90%
mainly attributable to high leisure demand during the
500

summer holidays. Cities with a smaller hotel market, 80%

such as Urumchi, Xining and Hohhot - where July and 400 70%

nivio

August are traditional high seasons for tourism - 300 60%

performed particularly well. Qingdao posted the 200 50%

highest RevPAR performance among all markets,

100 40%

owing to its stable supply situation and growing 205

popularity as a leisure destination. Xining, the

provincial capital of Qinghai, posted the strongest YOY

M AverageRoomRate RevPAR @ Occupancy
Source: China National Tourism Administration

RevPAR growth in quarter three; the city is where the
Qing-Zang highway that leads to Tibet starts. With
quarter three being a traditional high season amid

strong domestic demand, occupancy in Xining climbed

TOP 10 FIVE-STAR HOTEL MARKETS - Q3 2012

by 3.3 percentage points, while the average rate rose

1,400 100% by 22.0% (starting from a low base), resulting in
1,200 | 2‘5 RevPAR growth of 27.8%. The performance of
1,000 . 700/: Shanghai hotels remained relatively flat YOY, though
g 00 o the decline in business travel demand during the
600 L a0% summer was compensated for by domestic leisure
400 I ;gj demand. Changsha registered the strongest
200 L 10% occupancy growth at 8.9 percentage points.
0 O % Occupancy levels in Chengdu declined by 1.7
R R RN & & percentage point due to decreased business travel

B Average Room Rate  MRevPAR 4 Occupancy and increasing supply. In Xiamen, occupancy slipped
by 4.2 percentage points YOY, because of the influx of
hotel supply in the first half of 2012 that diluted

demand for hotels in the sample. While demand remained flat in general, average rate levels increased across all top ten

Source: China National Tourism Administration

markets. Chengdu posted the second-strongest average rate growth of 16.8% in quarter three to RMB432. With a stable
hotel supply market, strong demand and occupancy, Qingdao, Hohhot and Urumchi saw their average rates increase by
13.6%, 12.5% and 9.7%, respectively. Maintaining its pace this year, the average rate for Beijingincreased by 12.5% to
RMB515, the highest quarter three performance on record. Xiamen posted modest average rate growth of 6.6% YOY,
attributable to the addition of quality hotels that supported average rate growth.

In the five-star hotel market, Xining outperformed all other markets in quarter three, with its RevPAR reaching RMB989.
Xining only has two star-rated five-star hotels; given the strong demand during summer season and the limited supply, the
city’s average rate rose by 28.5% to RMB1,120 in quarter three. Qingdao five-star hotels continued to perform well; the
opening of the Sheraton Jiaozhou had a marginal impact on marketwide occupancy, which remained in the high 70s.
Limited supply, stable occupancy, strong demand during summer holidays and the opening of Sheraton Jiaozhou supported
the Qingdao market, enabling average rate growth of 28.5% in quarter three to RMB1,256 - the highest among all markets.
Harbin, Yinchuan, Lanzhou, Taiyuan and Jinan are all markets with a limited number of five-star hotels (one to three
properties) and yet they outperformed traditionally strong five-star hotel markets such as Beijing and Shanghai. Increasing
tourism interest in the western parts of China has supported hotel markets in Yinchuan, Lanzhou and Xining. RevPAR for
Urumchi declined 1.7% in quarter three, as a result of a 4.0% drop in the average rate. Occupancy for Chengdu and Beijing
dropped in quarter three, due to slowing business demand over the summer. However, the marketwide average rate for
Chendu and Beijing increased by 10.8% and 12.4%, respectively, fuelled by an increasing number of star-rated hotels in both
markets that enhanced average rate levels.
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CNTA’s quarter three data showed an interesting phenomenon: seven out of the top BUILD AND THEY WILL COME
ten five-star hotel markets feature less than 10 five-star hotels. For a period of time - A REALITY CHECK
already, China has seen a surge in five-star hotels across the country. While some of Q3 2012 YTD Top 10

these hotels capitalise on unaccommodated demand or induce demand, many do not. aiestanotelimaikets
i ) ) ) RevPAR
For a hotel to have a sustainable business model and generate financial returns for an city No. Hotels (RMB)

investor, it is vital that it is built to satisfy existing or potential hotel demand. However, RSkl 791
. .. X . Sanya 770
the strict focus on the number of five-star hotels, as a gain in face for the city, is Shanghai 606

568

justified by a “build it and they will come” rationale. The third quarter performances of |G
Qingdao 565

the five-star hotel market in Xining, Harbin, Yinchuan, Lanzhou, Taiyuan and Jinan Chengdu 537
Guangzhou 517

Jinan 506
those of the more developed coastal cities, each city has its unique demand Beijing 298

496

prove just the opposite. While the economies of these cities might not be as big as

generators, such as prominent tourist attractions or industries that generate travel So‘jt‘;yz";‘i

demand (eg, manufacturing, trade, government) to support market performance at a

given scale. All six cities have three or fewer five-star hotels and outperformed larger five-star hotel markets such as
Beijing, Shanghai and Sanya. As a reality check, four out of the top ten five-star hotel markets year-to-date aremarkets
with three or fewer five-star hotels. As long as the number of hotels is more important than market performance (and

investor returns), the oversupply situation plaguing mainland China markets will not be resolved.

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

BUSINESS TRAVEL DEMAND SLOWS, DOMESTIC LEISURE DEMAND PICKS UP

Number of Q
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(Thousands): <5 5-10 10-20 20-40 121

/d Harbin

Ururngi

=3 .,

Qalian 5—“ -() \\..

Yinchuan

= e ianjin \
Q "4.1\__“} e /@A/ ’1{ \
TR f Jnan O Qingdao L5 3
'3 T Xining @ t ~y Tqivuan W"E
{ I_J ; |'|gzhn Wi :
R\ -'Lanzhcnu Luo,ranu HEfE Suzhou
\-\\ { ‘ KI e Shanghai
i By Chengdu ‘nchang o shan Hangzhou
L
UESE Cj ngho
"_.-.-\...-"J} 1 Chonum%f nghanﬁ“a“ Nanchal ’1\ OWenzhou
v
Changsﬁf D Fuzhou
- > 45 % Guwang Eluanzhou =
uan ou )tlamen
25 % to 45 % Kunmilg a\ﬁ_} . lGuHm :
't annin
E :{‘ g 22 :ZF'- = Dongguan
-5 % to : :
Zhuhai :
-25% to 5% . Shenzhen o
O Haikou e
-45 % to -25 % '
< -5 ) Sanya Soulrce. CNTA

L

PAGE 14 TEEEREREET SRR E N — EE TR



thEE SRR AT SRR BB R RIS REAELRR

SRR D2 — B, (BRI BRI 7 AT TR, ARkt e
FEEHOR RS 10 5, B IEHIIRE T AR EEERIAES R rad TN S (e

SR, H BB AR A, BRI TR 4 MR A Y K 5 e B S

B, SCRERRRIZRS TR SO ENEE R, X AEXEE, A, . T
RSO I T I THORE KRR TR, AN “BOmEERak” . BT, R 3 791
WAROR, BRI 2N, KJEURIV R R T = R R B AT A [ : e
B, SRS U RS EAASRT, B TR ) s
K3, A4 RS s A AT ROl (R, 5. B , Wi I =
1E— FE VMR BERE b TSR R A RO R B, A MR = Fro L [ o
RGN, (BICEIUL FAT, i SIS B Rl fits, Sink, e
BT K T B G I T 5 A DO A T3 4 H T R S SR (it =5, R EUESEERtEe
WSRO R IR TR (R EER) |, WP E KRR BRI RS

PUSE R S BIfR g,

=R R T s i (R ARSI AT A 50 N3 A 1A 5 T 37 MU

PSS IRFT SR TR, EINIRINEFRR Bt
BEERH

UOOOO

i <5 5-10 10-20 2040 6O 121

REAERERR RS AR R8T — )5 Hits R PAGE 15



Marketwide Performance of 15 Key Markets in China F [E 15 M X E WK BAE T BRI

DEMAND SOFTENES IN THE SUMMER, AVERAGE RATE IMPROVED
EEHEIFR TR, EFEHEMNY BT

3QYOY Change

3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12 3Qi12 3 =ZFfF[HE thiids
Beijing Occupancy NMEZ (%) 61.7 594 514 602 674 596 542 620 66.5 -0.9 pp HT M
dbxt Average Rate "3 5 (RMB AR T) 418 456 460 472 458 505 517 533 515 12.5%
RevPAR ] € il ai (RMB A R 1) 258 271 237 284 308 301 280 330 342 11.0%
Shanghai Occupancy ANMEZ (%) 77.9 595 474 578 57.1 588 510 60.1 580 0.9 pp H 7 A
b2 Average Rate “F¥JE M (RMB AR ) 684 709 634 640 595 629 617 640 602 1.3%
RevPAR FF & il ai (RMB A R ) 533 422 300 370 340 370 315 384 350 2.9%
Guangzhou Occupancy NMEZ (%) 621 661 599 650 645 686 589 635 619 2.7 pp B
Il Average Rate *F¥ 54T (RMB AR ) 309 556 419 519 392 512 440 510 417 6.3%
RevPAR fF 1] £ it (RMB A R 1) 192 367 251 337 253 351 259 324 258 1.9%
Shenzhen Occupancy ANMEZ (%) 61.8 665 612 664 658 691 59.8 645 658 0.0 pp H 75 5
eS| Average Rate “F33 51 (RMB A R ) 389 400 414 419 412 441 441 447 438 6.3%
RevPAR £ J5 IS (RMBA X ) 240 266 253 278 271 304 264 2838 288 6.4%
Chengdu Occupancy A EZ (%) 708 688 592 692 738 713 584 680 721 -1.7pp HAF A
A Average Rate “F¥J 5 (RMB AR M) 344 389 386 411 370 414 426 425 432 16.8%
RevPAR 1] £ it (RMB A R 1) 243 268 228 284 273 295 248 289 311 14.1%
Chongging  Occupancy NEZE (%) 581 624 557 63.0 618 651 546 625 623 0.5 pp 43 AL
IR Average Rate “F¥JHE M (RMB AR ) 246 288 268 284 286 297 312 310 309 8.1%
RevPAR & r & il ai (RMB AR ) 143 180 149 179 177 193 170 193 193 9.0%
Sanya Occupancy AMEZ (%) 513 655 786 619 584 749 767 529 56.1 -23pp A M
= Average Rate ‘T35 (RMB A R ) 423 666 917 538 497 670 873 530 497 0.0%
RevPAR £ S5 IS 26 (RMBA K 177) 217 436 720 333 290 502 670 280 279 -4.0%
Xiamen Occupancy AMEZE (%) 664 737 635 693 702 716 594 650 66.0 4.2 pp AR
i Average Rate “F¥JFE M (RMB AR ) 345 368 427 401 422 433 474 439 450 6.6%
RevPAR & il ai (RMB A R ) 229 271 271 278 296 310 282 285 297 0.3%
Qingdao Occupancy NMEZ (%) 773 616 579 713 796 606 542 713 77.7 -2.0pp A M
Hi Average Rate “F¥JE#(RMB AR T) 419 338 342 380 479 395 355 403 544 13.6%
RevPAR 1] & priiai (RMB AR ) 324 208 198 271 381 239 193 287 423 10.8%
Ningbo Occupancy AMEZ (%) 61.8 619 557 611 607 631 556 589 581 -26pp A
T Average Rate “F¥JHE M (RMB AR M) 322 324 320 340 334 341 336 342 328 -1.9%
RevPAR &) s (RMB A R ) 199 201 178 208 203 215 187 201 190 -6.1%
Zhuhai Occupancy A EZ (%) 580 637 581 585 621 651 561 583 61.0 -1.1pp B M
Bty Average Rate ‘355 r(RMB A K1) 192 324 304 274 280 306 312 298 287 2.6%
RevPAR 1] st (RMB AR ) 112 206 177 160 174 199 175 174 175 0.7%
Nanchang Occupancy N3 (%) 663 721 689 710 718 674 618 670 625 -9.3 pp H A
=] Average Rate “F¥JHE M (RMB AR M) 280 320 260 264 256 280 287 286 285 11.3%
RevPAR fFAI 8 Ik (RMBA R M) 185 230 179 188 184 189 178 192 178 -3.1%
Wuhan Occupancy NMEZ (%) 620 672 606 642 615 656 557 689 59.4 2.1pp A A
X Average Rate "3 55 1/ (RMB A K1) 330 351 347 375 384 387 393 387 381 -0.7%
RevPAR & FI 5 p5 i #i (RMB A R 1) 204 236 210 241 236 254 219 267 226 -4.0%
Zhengzhou  Occupancy AMEZE (%) 653 694 614 677 690 668 589 652 66.6 2.4pp AR
FRM Average Rate “F¥JHE M (RMB AR M) 262 282 262 298 284 343 286 370 322 13.4%
RevPAR FF A6 FE s (RMBA K M) 171 195 161 202 196 229 169 241 215 9.5%
Hefei Occupancy AMEZE (%) 709 740 630 650 665 661 575 579 588 -7.8 pp HST AL
it Average Rate "3 5 (RMB A K T) 327 328 322 314 288 295 303 317 300 4.4%
RevPAR FF A £ I (RMBA K 1) 232 243 203 204 191 195 174 183 176 -7.8%
Source: China National Tourism Administration X FL IR : 1 [E [FH 5k 7 i
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ABOUT HVS

HVS is the world’s leading consulting and services organization 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 specialized 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, Guangzhou, New Delhi, Mumbai, Singapore and Jakarta.
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.

Cathy Luo is senior associate at HVS
Hong Kong, working primarily on
hotel  consulting  assignments,
including market studies and
feasibility studies in the Asia-Pacific
region. Graduating with a Bachelor
of Arts (Honours) degree in
Hospitality Finance and Revenue
Management from Glion Institute
of Higher Education, Cathy has
accumulated a number of working
experiences in various hotel
operation departments and has a
solid understanding of hotel operations. Her previous experience
in revenue management with Marriott International further
enhanced her knowledge of hotel strategy planning and
management. With experience working in Dubai, Hong Kong and
China, Cathy 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

Daniel J Voellm, Managing
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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