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SPAIN’S TOURISM SECTOR in 20
| levels achieved in the 2019 season before the pandemic, both in nominal expenditure and
real terms. This achievement is particularly remarkable considering the context of high
inflation, with tourism prices nearly 18% higher than in 2019

The positive trend is projected to continue through 2024, with the tourism industry
expected to outpace the overall economy's growth. According to the OECD, the industry's .
GDP is forecasted to grow by 2.5%, while the overall economy is expected to increase by
1.8%*. In 2023, the tourism industry made a significant contribution of 12.8% to the GDP
and accounted for 12.6% of the total workforce.

In 2023, there was a 1.9% increase in overnight stays compared to 2019. This growth can be
attributed to two main factors: the resilience of domestic tourism, which saw a 5.5%
increase, and the recovery of international tourism, with 85.2 million international visitors
in 2023 compared to 83.5 million in 2019. Although the British market (the main feeder
market for Spain’s tourism) is not still at the pre-pandemic levels on a full-year basis, the last
quarter of 2023 exceeded the 2019 figures, which gives room for optimism.

The comparison to the end of fiscal year 2019 proves to be insightful, as it remains the most
successful historical fiscal year in the hotel industry. Despite the 7.4% growth in occupancy
in 2023 compared to 2022, reaching 72.8%, it still falls short by almost 3% when compared
to the 2019 figure of 74.7%. Conversely, both ADR and RevPAR have surpassed the 2019
numbers. The ADR of €144.5 in 2023 is 22% higher than the €118.4 in 2019, while the
RevPAR has also increased from €88.5 in 2019 to €105.1 in 2023, marking an 18.7% rise>.

The gathered data validates the positive advancement of hotel and tourism operations
across all locations, albeit with more substantial expansion observed in major urban centres
compared to coastal and resort destinations. This discrepancy can be attributed, in part, to
the fact that 2022 had already been a remarkable year for the latter.



SPANISH HOTEL MARKET OUTLOOK 2024 i %&Sﬁ“

= SOLUTIONS

SPANISH HOTELS PERFORMANCE 2023 VS 2022°%

HOTEL'S PERFORMANCE CHANGE
2023 VS 2022
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5-star 68% 256 174 5% 10% 15%
4-star 75% 117 88 6% 6% 13%
3-star 71% 93 66 5% 10% 15%
2-star 57% 76 43 3% 9% 12%
1-star 53% 76 40 6% 9% 15%
HOTEL'S PERFORMANCE CHANGE
2023 VS 2022
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Malaga 83% 141 117 6% 14% 20%
Valencia 80% 122 98 6% 14% 21%
Barcelona 78% 173 135 10% 13% 25%
Canarias 77% 141 109 6% 1% 11%
Alicante 75% 123 92 1% 6% 9%
Sevilla 74% 126 93 8% 12% 21%
Zaragoza 73% 70 51 9% 1% 14%
Bilbao 73% 107 78 11% 10% 22%
Madrid 73% 150 109 9% 13% 23%
Cérdoba 72% 97 69 11% 6% 18%
Granada 69% 103 71 6% 17% 24%
Baleares 67% 177 118 6% 1% 7%
Marbella 64% 278 178 2% -2% -1%

MAIN FEEDER MARKETS 2023 (IN MILLIONS)
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HOTEL INVESTMENT AND MAIN TRANSACTIONS

In 2023, the hotel investment volume in
Spain reached €4.2 billion (36% of the total
investment in the country and the only real
estate segment with an increase compared
to 2022), considering existing hotels,
properties for conversion to hotel use, and
land for development. During the year, a

TRANSACTIONS AND VOLUME*

total of 205 assets were transferred,
compared to 163 in 2022. After overcoming
the barrier of €3 billion, 2023 beat all
forecasts, ranking only behind 2018-the year
when Blackstone took over the Socimi
Hispania in a transaction that valued its hotel
portfolio at €2 billion®*.

% OF TOTAL AMOUNT
TRANSACTION VOLUME AMOUNT TYPE PROPERTIES KEYS (MILLIONS)
Existing hotels 171 3977 Urban -] 83 .] 7669 -::I 1496
Properties for conversion I] 20 164  Vacational 122 502 752
Land for development I] 14 108  TOTAL 205 25171 4248

INVESTMENT EVOLUTION (IN MILLIONS)

4248
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There was a notable rise in hotel asset
transfers in 2023, with 171 hotels and more
than 21,000 rooms changing ownership,
compared to 158 hotels and 18,000 rooms in
2022 (the total Spanish market accounted
for 1533 thousand beds and 14426 hotels in
2023°). High-end hotels are particularly
interesting to investors due to their
consistent demand, comprising 85% of all
transactions. Remarkably, 11 major hotel
portfolios contributed to 64% of the total
volume (2.6 billion euros) in 2023.

The primary investor profile was investment
funds (with a remarkable presence of
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sovereign funds), representing over 70% of
the total volume. Private investors
comprised  13%, while hotel chains
accounted for 10%. The primary source of
capital came from international buyers,
particularly from Saudi Arabia, UAE, and
Singapore, constituting more than 75%>.

The acquisition of the Mandarin Oriental
Barcelona by the Saudi fund The Olayan
Group, which is also a co-owner of the
Mandarin Oriental Ritz Madrid, has garnered
significant attention. This transaction has
been valued at over €200 million.

TRANSACTION BY ASSET TYPE AND INVESTOR PROFILE’

HOTEL CLASS TjCiZIA?STAL PROPERTIES INVESTOR ;'/;OOLZIA(;TAL YV -
>-star GL [I 9% 15 Investment funds -ﬁ 2974
2l .:I 19% 32 Private investors I:I 13% 552
4-star -ﬁ 103 Hotel chains [ 10% 425
Midscale & Economy I:I 12% 21 Rest H 7% 967
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Singapore's sovereign wealth fund GIC made
a significant move this year by acquiring a
35% stake in HI Partners, a Blackstone hotel
investment vehicle. This investment follows
GIC's recent purchase of a majority stake in
the Sani chain lkos Resorts, which was the
largest hotel deal of 2022. GIC is showcasing
its strong dedication to the hospitality
industry by  venturing into  the

PORTFOLIO OPERATIONS IN 2023*

PORTFOLIO OPERATIONS
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Mediterranean holiday hotel sector. HI
Partners, boasting a portfolio of 73
operational hotels and ownership of over 50
properties in Spain, including those in the
Canary Islands and the Balearic Islands,
holds a prominent position in the European
tourism market. This strategic investment
will bolster the fund's assets and expand its
footprint in Southern Europe®.

HOTELS BUYER

35% stake in HI Partners

B 6darc

Equity Inmuebles Portfolio

Fl 17 ADIA & Melid

Starwood Capital Portfolio

3 Morfeo Hoteles (Banca March)

51% Calviad Beach Project 7 ADIA
Gallery Hotels 2 Meridia Capital
Be Live Portfolio 2 Stoneweg

Marina D'Or Complex

7 Magic & Fuertes

51% stake in Beatriz Hotels Portfolio

3 GuideBridge

Design Hotels Mallorca Portfolio

2 Pontegadea

REOs Davidson Kempner Portfolio

2 HD Hotels & Estival Park

Ronda Unicaja Hotel Portfolio

2 Catalonia Hotels

Reconversion of Telefonica facilities in Cadiz

2 llunion Hotels

TOTAL

109
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Madrid and Barcelona emerged as the top
two cities for European investment in 2024,
according to a study conducted through 60
interviews with executives. The research
compiles the perspectives of companies that
represent a combined total of 18 billion
euros in hotel investments between 2019
and 2023°.

Albert Grau, partner and co-director of
Cushman & Wakefield Hospitality in Spain,
“the position of Spain and the entire Iberian
Peninsula continues to attract investment

thanks to the attractiveness and solidity of
the destination, both urban and vacation.
Although prices are already at healthy levels,
there is still potential for revaluation and
profitability in line with what investors are
looking for. In vacation destinations, we can
see  more value-added  investment
opportunities in second- and third-line beach
locations for product repositioning, while in
urban areas, more trophy assets or
conversion opportunities from other uses to
hotels are sought in cities where regulations
allow it.”

TOP 20 MOST ATTRACTIVE EUROPEAN CITIES FOR HOTEL INVESTMENT®

N CITY AVERAGE RANKING VS 2022

1 Madrid 43 F Y 7%
2 Barcelona 43 & 10%
3 Paris 4.1 = 0%
4 Rome 4.0 F Y 6%
5 Lisbon 3.9 F Y 8%
6 Amsterdam 39 ¥ 3%
7 Milano 3.8 Y 1%
8 London 3.8 W -6%
9 Florence 3.6 b 1%
10 Berlin 34 w -10%
11 Munich 34 v -7%
12 Vienna 3.2 v 3%
13 Nize-Cannes 3.2 = 0%
14 Dublin 3.1 W -10%
15 Hamburg 3.1 v -7%
16 Edinburgh 3.0 W -20%
17 Bordeaux 2.6 v -9%
18 Prague 2.6 W -10%
19 Krakow 2.0 w -17%
20 Istanbul 14 W -31%
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SPANISH MARKET STRUCTURE

In the past, and until quite recently, the
industry was primarily defined by the
prevalence of family-owned businesses
(such as Melia, Iberostar, Barceld, and Riu)
that originated in Spain during the 1950s and
1960s. These companies then expanded into
other markets and are currently managed by
the second or third generations’.

However, Spain's appeal as a tourist
destination has encouraged foreign hotel
groups to focus their growth on the country,
alongside the entry of new investment funds
(currently the main type of investor). Spain is
in the process of constant
professionalization and adaptation to new
management formulas. With a hotel supply
still dominated by independent hotels, Spain
offers many opportunities for the arrival of
new hotel brands.

4-star hotels still hold the majority share in
the market, but the 5-star category
experienced the highest growth (+12% in
rooms) primarily due to the presence of
international groups.

Despite the dominance of owner-operated
hotels (58% in rooms from hotel groups),
there has been significant growth in
management and franchise contracts (+31%
and +10%, respectively), indicating the
preference of international groups for such
agreements.

Half of Spain's hotel room supply comes
from owner-operated hotels, which presents
a substantial opportunity for international
hotel companies to transform this supply
into branded hotels. In the last years, 11 new
hotel groups have entered Spain, including
Four Seasons and Rosewood?®.




66% of the rooms incorporated are part of
the resort segment, totalling 14,904 rooms.
On the other hand, the urban segment
accounts for 34% of the rooms, amounting
to 7,736 rooms. Despite the popularity of
coastal areas, major international luxury
hotel chains focus on big cities like Madrid

(Four Seasons and Rosewood), Seville,
Barcelona, and Bilbao (Radisson).
Additionally, secondary destinations are now
catching the eye of budget hotel brands such
as Ibis (Accor), HIEX (IHG), and B&B in cities
like Lugo, Girona, Logrofio, Matard, and Sant
Cugat®.

2019 VS. 2022 VARIATION?®
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LOOKING FORWARD TO THE FUTURE

Although the complete recovery from the
pandemic will normalize growth rates in the
coming years, the recovery of purchasing
power in Spain and Europe and Spain's
greater geopolitical stability in relation to the
competing countries will boost the tourism
sector to new records in 2024°.

Anticipated growth is projected in both the
number of travelers and overnight stays. It is
forecasted that there will be 113.8 million
travelers, representing a 1.6% increase from
2023, and 352 million overnight stays, a 1.5%
increase from the previous year. Foreign
tourism is expected to exhibit even more

significant growth, with a projected increase
of 2.5% compared to 2023,

There are predictions of a modest 2.3%
increase in the ADR by 2024 compared to the
previous year. Despite this slower growth
rate, occupancy values are expected to
remain stable, with a slight increase of 1.1%
compared to 2023 after reaching pre-
pandemic levels. The RevPar is projected to
rise by 3.4% from 2023, reaching 81.7 euros
by the end of 2024. Looking ahead to 2025,
there are forecasts of slightly higher ADR
increases, averaging at 3% annually®®.

GLOBAL ASSET SOLUTIONS is the leading Hotel Asset Management Company serving Europe, the Middle East, and Asia
Pacific. The Asset Management and Advisory division provides a comprehensive range of hotel services. Contact us for
more info on how we can help you make the soundest investment decision and grow your asset value.

David Boveda

Hotel Asset Manager

info@globalassetsolutions.com

www.globalassetsolutions.com



mailto:info@globalassetsolutions.com

GLOBAL
ASSET
SOLUTIONS

LONDON — BARCELONA — ZURICH — DUBAI - HONG KONG

info@globalassetsolutions.com www.globalassetsolutions.com

The information and analysis presented in this report are gathered from
various sources. No warranty or representation as to accuracy or
completeness is made by Global Asset Solutions Europe SL, which shall
have no obligation with respect to it. All rights reserved ©2024 Global
Asset Solutions.
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