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About
Dransfield

DRANSFIELD is a specialist
professional services organisation
advising the tourism, finance and
property industries.

Our experience includes a wide
range of property and business
related projects involving over
75,000 hotel rooms and numerous
food and beverage outlets in more
than 700 hospitality enterprises
throughout Australia and Asia.

For further information on the range
of services we provide, and the ways
in which we can assist you, please
visit our website
www.dransfield.com.au

or contact us.

DEAN DRANSFIELD
Director & Owner
T +61 2 8234 6644

E dean.dransfield@dransfield.com.au
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Our core offering is the ability to integrate our service lines and skill sets into a cohesive solution for
development, operations and overarching advice. Service streams include:

TRANSACTIONS
AAgency

AOperator Selection

Abue Diligence

Avendor Representation
ABid Advisory
ATransaction Management
ALeasing

DEVELOPMENT
ADeveIopment Management
Acommercialisation of Design

Alntegration of Development
& Operations

AFeasibiIity Assessment
APIanning
ADesign

SHARED OWNERSHIP
Ascheme Concept
AResponsibIe Entity
AMarketing & Sales
AFeasibility

/:\Advisory

IMPORTANT: STR data remains the property
of STR. Any republication or other re -use of
any data within this document without the

express written permission of STR is strictly
prohibited

STRATA/COMMUNITY TITLE
Ascheme Concepts

APDS & Prospectus
(AFS Licensed)

Aoffer Structure

AProject Design and
Commercialisation

AOperator Selection
AProject Marketing

EXPERTéS REPORTS
Alndependent Expert Reports

I Prospectus

T PDS
AExpert Witness

i Independent Court Reports

i Litigation Support

& Management

ASSET MANAGEMENT
ATotal Asset Management

AStrategy Development &
Implementation

AOperations Implementation

AFinancial & Operational
Reporting

Astakeholder Management

ARefurbishment

ADVISORY AND FINANCE
AOperations

AFeasibiIity & Best Use Studies
AStrategic Consulting
ARestructuring Services
Alnvestment Risk Analysis
APortfolio Assessment

ADebt & Equity Sourcing
ARefinancing

Avaluation Management

Adoint Venture/Equity
Participation

Alndependent Advisory
ADebt Restructuring

DISCLAIMER This document contains both
qualitative and quantitative statements concerning
the future performance of hotel and property
markets, which may or may not prove to be correct.
Dransfield & Co Pty Ltd (Dransfield) does not make
any representation or warranty, express or implied
that such statements will prove correct, or that
estimates or forecasts contained in this document
will be achieved. The projections contained in this
document are estimates and represent only one
possible result, depending on the assumptions made.
Potential users of these forecasts should satisfy
themselves as to the current market conditions.
Individual hotel performance may differ to market
averages. Due to the difficulty in predicting future
events, the assumptions we have used may not hold
true. Dransfield accepts no responsibility for any
action taken or any failure to act, in reliance upon the
information contained in this document. No liability
for negligence or otherwise is accepted by Dransfield
directly or indirectly in relation to the material
contained in this document.

Hotel Futures 2018 was compiled by Dean Dransfield,
Raq Pustetto, Scot McLaughlin, Grace Lam, and
Hayden LongApriil2018 E



Aedium term RevPAR growth averaging 3.1% p.a with a stronger outlook over the longer
@ . A positive supply and demand equation is expected, enabling sustained high
DCC cy and opportunity for rate growth

HF20a8apsh

FY2017 TOTAL AUSTRALIAN MAJOR CITIES (WEIGHTED)
In FY2017 the Australian Major Cities Hotel markets recorded 2.1% revenue growth (RevPAR) which
was slightly below our 2.6% expectations. Occupancy levels increased despite material supply Year Rooms  Supply  Demand ARR % Chng RevPAR % Chng Occ
additions, providing a basis for moderate rate growth %Chng % Chng
RevPAR HISTORICAL - ABS SR A
The long term revenue forecast for Australian Major City hotels is for healthy RevPAR growth FY2014 87,795 0.4% 0.1% $170.71 0.8% $130.75 0.4% 76.6%
:zsg?igolr?g 4.0%p.a, underpinned by high occupancy levels, and a positive supply and demand — 08,745 BT 2% $174.20 D% $133.90 D5 —
) ) ) . 99,613 0.9% 2.3% 178.10 2.2% 138.96 3.7% 78.0%

A The forecast remains strong, however, represents a slight downgrade to prior expectations of Fr2016 ’ ’ ® ’ ® ’ ’

4.4% p.a. with increased supply outweighing increased demand, with slightly less upward pressure AvgFY14 -16 4.6% 5.1% 1.7% 2.2% 77.2%

on rate
A Long term growth is expected for all cities, although market cycles differ city to city Census Sample $2017

Year Size R ARR % Chng RevPAR % Chng Real Occ

Supply g RevPAR
Hotel Futures 2018 sees an increase in absolute supply of 3.7% to FY2025 (or a 0.4% increase p.a.) HISTORICAL & STR SOLICERE
above our previous forecast. We anticipate the market will deliver 5,000 additional rooms above
previous expectations, largely offset by increased demand expectations. Average supply growth of [PATE SIS SELED TREAD
3.9%p.a. to FY2026 is e xpected to be fully absorbed FY2017 119,427 75% $193.47 1.8% $154.71 2.1% $154.71  80.0%

ASuppIy uplift is largely in Sydney and Melbourne, and amounts to almost 60% of the total increase.

Demand expectations have also increased in these key markets $2017
Supply Demand h h |
A ) o ) ) Tk % Ch ARR 9%Chng RevPAR %Chng Real
Construction activity increased by 45% from last year, with 13,500 rooms now either recently % Chng % Chng RevPAR

completed or currently being built. Similarly, gross proposal activity has increased by 29%

FORECAST - DRANSFIELD

Demand

FY2018 105,710 3.8% 5.0% $198.56 2.6% $160.63 3.8% $156.71  80.9%
Hotel Futures 2_018 long term demand‘forecast is for strong average anm_.lal growth of 4.1%to FY2019 110,555 46% 3.9% $205.48 3.5% $165.20 2.8% $156.78  80.4%
FY2026. This is above prior expectations, enabled by improved tourism visitor night forecasts and
additional enabling supply FY2020 116,280 5.2% 4.6% $212.09 3.2% $169.64 2.7% $156.61  80.0%
ATourism Research Australiaés (TRA) long term visitor niAgHY18-20 0r ec4c%t ©8 FY2026 3% s been 39% i gbI5a€70 y 80.4%
upgraded. Average annual growth of 4.1% p.a. is expected compared to 3.9% at the time of the
: FY2021 123,533 6.2% 5.4% $218.59 31%  $173.43 2.2% $155.74  79.3%
prior forecast
s . . . . . Lo . ) FY2022 129,416 4.8% 4.3% $226.39 3.6% $178.86 3.1% $156.25  79.0%
ATRA growth is driven by international nights, with a slight decline in domestic expectations ’ ° ’ ’
FY2023 134,447 3.9% 4.0% $235.10 3.8% $185.90 3.9% $157.98 79.1%
Average Room Rate (ARR) FY2024 137,193  2.0% 34%  $244.77 41%  $19619  55%  $162.18  80.2%
Long term rate growth expectations averaging 3.7%p.a are expected, buoyed by very strong FY2025 139,802 1.9% 33%  $255.48 44%  $207.67 59%  $166.99  81.3%
occupancy levels for the entirety of the forecast
FY2026 143,032 2.3% 3.3% $267.16 4.6% $219.34 5.6% $171.58  82.1%

Aour rate growth expectations have reduced slightly following increased supply expectations
which will affect occupancy pressure, as well as discounting behaviour as an increased number of AvgFY21-26 3.5% 4.0% 3.9% 4.4%  $161.79  80.2%

properties look to establish market share
Total ForecastAvg FY

A Upside opportunity remains in many cities, particularly if the large Market Response allowances in 2018-2026
supply underpinning the forecasts do not eventuate as quickly as expected.
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3.9% 4.1% 3.7% 4.0% $160.09 80.2%




ABS8S TR

The Australian Bureau of Statistics has discontinued its annual census of hotel performance, finishing with FY2016. With
funding from Austrade, STR will be undertaking an enlarged sampling, with FY2017 to be published later in the year. To
enable more timely information we have been provided with existing STR data for FY2017 to enable forecasts for Hotel

Futures 2018

Background

Alnformation on hotel occupancy, room rates and supply has
historically been provided by the Australian Bureau of Statistics (ABS)
through the annual survey of accommodation facilities over 15 rooms

AThis information formed the historical base from which Hotel Futures
long term forecasts were launched, and provided a benchmark for
determining how actual performance might have varied to
expectations

AThe survey was in the nature of a census and was supported by a
legal obligation on accommodation providers to provide information.
As a consequence of budgetary cuts, the ABS has over the last few
years reduced the service, initially from quarterly publications to
annual, and more recently ceasing publication entirely, with the
information for FY2016 being the last collected

' Austrade has stepped in, initially providing funding for the ABS to
continue, and now facilitating and funding the alternative Australian
Accommodation Monitor

' STR as a service provider will undertake this work, which
unfortunately will not have the benefit of a legal obligation on
accommodation providers to provide information

' This is essentially an extension of STR's existing data collection,
which is on a fee -for -service basis and has secured good take -up
amongst larger hotels and those managed by third -party
professional management companies

AThe FY2017 data will be available in approximately July 2018 and from
October 2018 the FY2018 information will be available

Aon average, RevPAR for the STR sample was 9% higher than the ABS
census in FY2017

/I www.dransfield.com.au

RevPAR Comparison & ABS Censusvs STR Sample: Overlap Year FY2016

E ABS @ STR

6.8%
$200  RevPARStep ‘
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Sample 9590, 81306 46.5% 76.5% 69.9% 47.1% 62.7%  86.5%  8L7% 0 0
Coverage - = =% =% 9% 1% 7% 5% 7%  90.9%  74.5%

*RevPAR step - % denotes the percentage by which STR RevPAR exceeds ABS RevPAR Source: ABS; STR
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ABBSTR

The Australian Bureau of Statistics has discontinued its annual census of hotel performance, finishing with FY2016. With
funding from Austrade, STR will be undertaking an enlarged sampling, with FY2017 to be published later in the year. To
enable more timely information we have been provided with existing STR data for FY2017 to enable forecasts for Hotel

Futures 2018

Approach to Utilising STR Data

ATo provide more timely information for hotel market performance we have
worked with STR to come up with an interim solution that could be relied on for
Hotel Futures 2018

I This is essentially a custom set of data covering a similar geographic market
previously covered by the ABS and relying on the participants in the STR
program as a proxy for the census group

I Our Geographic areas are defined in more depth in the Data Geography
section of this report

AsTRis private sector, voluntary, fee  -for -service data gatherer. Participation rates
are mostly quite high and expected to be generally representative of what the
previous census might be

We have included some overlap in the analysis so that readers can get a sense
of this

Across the 10 cities covered in Hotel Futures the STR Sample has
approximately 75% coverage of their calculation of total available rooms. In
some cases, these are not consistent with the ABS census and appear to
indicate a higher amount of apartment products, and properties less than 15
rooms, which were not covered in the ABS census. Our supply forecasts remain
based on the ABS census of total rooms available (FY2016 with actual known
openings for FY2017 resolved through internal research), pending resolution of
the higher base difference. This methodology will be reviewed on release of

the Australian Accommodation Monitor

In some markets where the sample coverage is lower there is a less direct
relationship between ABS and STR data sets and results, and a step therefore
arises when joining the data in a series

Awhere necessary we have adjusted for the step in calculating the percentage
change in key variables

AlIn most cases the STR sample has a higher room rate than the census as it
represents the larger, more professional establishments in the relevant
geography. In many cases these also have higher occupancy

A From the perspective of the majority of readers of Hotel Futures, we think this
STR data is more relevant because it is more representative of the investment
class hotel assets that our readership is interested in.

5 www.dransfield.com.au

Historical ABS - Total Australian Major Cities (Weighted)

Supply Demand

Year Rooms %Chng % Chng

ARR % Chng RevPAR % Chng Occ

HISTORICAL - ABS

FY2014 87,795 0.4% 0.1% $170.71 0.8% $130.75 0.4% 76.6%

FY2015 98,745 12.5% 12.9% $174.20 2.0% $133.99 2.5% 76.9%

FY2016 99,613 0.9% 2.3% $178.10 2.2% $138.96 3.7% 78.0%

AvgFY14 -16 4.6% 5.1% 1.7% 2.2% 77.2%
Source: ABS

Historical STR - Total Australian Major Cities (Weighted)

$2017
ARR % Chng RevPAR % Chng Real
RevPAR

Census Sample

WD Size Coverage

HISTORICAL - STR

FY2016 $190.06 $151.50 79.7%
FY2017 119,427 75% $193.47 1.8% $154.71 2.1% $154.71 80.0%
Source: STR
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AUSTRALIA ATFAZBIIANCE

This is the 21st edition of Hotel Futures. We report on major Australian hotel markets during FY2017

with long term forecasts to FY2026

AThe Australian Major City Hotel market captured by STR, recorded 2.1% revenue growth

(RevPAR)in FY2017 , slightly below our 2.6% expectations based on the ABS census

AAustralian City supply increased by 2.3%%*, as the pipeline cycle edges closer to maturity
for many markets. This was slightly above expectations for 1.6% growth as several hotels
transitioned from residential use to short term accommodation proximate to completion.
Occupancy levels for Major Cities improved 0.3 points to a very healthy 80%

ATourism Research Australiaés visitor ni ght
although this is only an indirect guide to short term accommodation demand

i International visitor nights increased 7.0% to 265M, which was slightly above
expectations

i Domestic visitor nights grew 3.8% to 338M, inline with expectations

i Despite these key indicators, demand in major city hotels grew by a lower 2.6%,
frustrated by limited supply

ARate growth of 1.8% was as expected
Aseven of the ten major cities covered in Hotel Futures experienced year on year growth:

I Once again Cairns & Port Douglas led the nation in growth, recording a 13.4%
increase in RevPAR

I Sydney benefited from strong rate performance, growing 7.8%

I Retreating markets of Perth and Brisbane continued to correct, both declining quite
substantially, and additionally impacted by material supply arrival. Darwin also
continued to reset as high yielding resource contracts were replaced by lower rate
leisure guests

i Leisure markets continue to display growth

i Melbourne rate and RevPAR growth has stalled, with the market unable to generate
rate growth for a second year despite occupancy levels above 85%

*Source: DHR internal research

6 www.dransfield.com.au

AUSTRALIAN MAJOR CITY HOTEL (STR)
FY2017 PERFORMANCE

data for ;
Location

Adelaide
Brisbane
Cairns & P.D
Canberra
Darwin

Gold Coast
Hobart
Melbourne

Perth

Sydney

Total Market

FY2017

FY2017 Performance

d RateP
Growth

1.0%
-6.6%
10.1%
4.2%
-8.6%
4.0%
2.5%
0.5%

-6.9%

6.7%

1.8%

aye str ongregpaR Wt h,

Occupancy

79.1%

73.2%
78.3%
76.2%
69.9%
71.5%
82.8%
85.3%

78.1%

88.8%

80.0%

Growth
3.0%

-7.0%
13.4%
9.6%
-3.2%
1.7%
3.1%
0.1%

-11.5%

7.8%

2.1%

Source: STR
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AUSTRALIA ATFAZBIANCE

Major City RevPAR growth averaged 2.1% in FY2017, with substantial variance in individual city performance. Sydney and

Melbourne maintain their position as the only cities above the national RevPAR average, while Cairns and Canberra are the sta r
performers in terms of growth. Perth, Brisbane and Darwin all continued their reset from abnormal resource project pricing.
REVPAR & ACTUAL & % CHANGE FY2017 OCCUPANCY AACTUAL & % CHANGE FY2017
$250 15% 100% 8%
- 90% .
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$100 40% o e '...‘ ::' : 0%
5% | eeeeeeereeenees 20% ._.'. ; - R
$50 0% ey 20% “ @ Axis)
10% =
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% 8 (8] < o < % < (@] 9] <
Source: STR Source: STR
ARR 8 ACTUAL & % CHANGE FY2017 SUPPLY AND DEMAND % CHANGE FY2017
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AUSTRALIA AT A GLANCE

Short & Mediurterok

FY2018 National Outlook

AReVvPAR for FY2018 is anticipated to record robust growth of 3.8%, resulting from a slight improvement
to occupancy levels and compounded by larger but moderate rate growth

AThe expected growth represents a small 1.4 point downgrade to Hotel Futures 2017 RevPAR
expectations, with rate growth underperformance likely in several markets despite a highly positive
supply and demand equation

ASuppIy growth forecasts of 3.8% are slightly increased as several residential projects have switched to
short term accommodation on or close to completion, and the timing of some projects improved

AStrong demand growth is expected to fully absorb additional supply, pushing occupancy levels
upwards. FY2018includes several rare events which induced outperformance including the
Commonwealth Games in April and the eagerly anticipated Ashes Test Series across 5 cities

Medium Term Outlook to FY2020

ARevPAR growth averaging 3.1% p.a. is expected over the medium term, underpinned by a consistently
high occupancy environment despite moderate increases in supply

ARevPAR growth is slightly below the 3.8% p.a. previously expected, as our rate outlook has softened
with the emergence of additional supply, and following tentative recent market behavior in some cities.
Rate will also be impacted by how operators approach occupancy building and maintenance,
potential for discounting behavior when new hotels open. Shadow stock availability, although
increasing in many cities, is unlikely to have the same effect as it has in Melbourne over the last two
years where it limited and unwound hoteliers opportunity to take compression night premiums

A Expected new supply has been slightly delayed and is nhow expected to average 4.5% growth
compared to 4.7% previously

ADemand growth expectations averaging 4.5% over the medium term are expected to fully absorb
supply additions. The medium term demand forecast represents a small improvement to prior forecasts,
informed by improved TRA demand expectations over this period

AOccupancy is expected to maintain at current levels through the medium term, with more upside
opportunity than downside risk anticipated

ARate growth expectations are for 3.1% growth p.a and have been downgraded from 4.1% previously.
Rate volatility is present in many markets, especially as the wave of new supply comes online. The rate
behavior of individual hotels in individual cities is difficult to forecast as new hotels arrive, and can be
based on timing, location or if there was an event on at the time of new arrival. Individual hotel behavior
can lead market outperformance or underperformance in the short term, however the high occupancy
environment will provide a solid basis for growth over the medium and longer term.

S  www.dransfield.com.au
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AUSTRALIAN MAJOR CITY HOTEL MARKET

REVENUE FORECASTS

Forecast Average RevPAR Growth

Location

Adelaide
Brisbane
Cairns
Canberra
Darwin
Gold Coast
Hobart
Melbourne
Perth
Sydney

Total Market

Short

FY2018

6.7%
3.0%
10.2%
3.6%
6.6%
10.0%
-5.7%
-0.6%
-6.3%
5.7%

3.8%

Medium
FY18-20

4.5%
1.4%
4.3%
4.0%
5.9%
3.6%
-1.8%
1.0%
-4.1%
5.8%

3.1%

Long
FY18-26

3.4%
4.8%
3.4%
3.4%
4.3%
3.8%
1.5%
3.1%
2.7%
4.4%

4.0%

DRANSFIZLD
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AUSTRALIA AT A GLANCE

Long Term Otal&¥2026

Long Term Outlook to FY2026 TOTAL AUSTRALIAN MAJOR CITIES (WEIGHTED)
AAustralian major city RevPAR is forecast to grow at a
healthy average of 4.0% p.a over the long term Supply Demand $2017 Real
Yy g op 9 %Chng % Chng ARR RevPAR  %Chng “p oAb Occ

1 The forecast represents a downgrade to prior
expectations impacted by a slightly contracted supply

and demand equation, placing less upward pressure on FeRiELAET
rates
. - . . FY2018 105,710 3.8% 5.0% $198.56 2.6% $160.63 3.8% $156.71 80.9%
i Growth is still well above recent history, which averaged
2.2% p.a. over the last 3 years
FY2019 110,555 4.6% 3.9% $205.48 3.5% $165.20 2.8% $156.78 80.4%
ASuppIy expectations are for 3.9% growth p.a. representing
an increase to Hotel Futures 2017 expectations of 3.4%
p.a. although offset by increases to demand expectations FY2020 116,280 5.2% 4.6% $212.09 3.2% $169.64 2.7% $156.61 80.0%
ALive projects (recently completed, under construction,
proposals) have increased from 166 to 266 as the supply SETIPY el AR ARl Ehiil Eha R R
cycle moves towards the peak
A Our forecast assumes 41,000 additional rooms to enter FY2021 123,533 6.2% 5.4% $218.59 3.1% $173.43 2.2% $155.74 79.3%
the market over the next 9 years
A . FY2022 129,416 4.8% 4.3% $226.39 3.6% $178.86 3.1% $156.25 79.0%
Despite the upgrade, we expect supply to be fully
absorbed over the long term
FY2023 134,447 3.9% 4.0% $235.10 3.8% $185.90 3.9% $157.98 79.1%
ADemand growth has been upgraded, with 4.1% p.a.
growth now expected compared to 3.9% last year.
Improved TRA visitor forecasts, greater international FY2024 137,193 2.0% 3.4% $244.77 4.1% $196.19 5.5% $162.18 80.2%
access, improvement and diversity in demand drivers
across many cities, and enabling supply additions have all FY2025 139,802 1.9% 3.3% $255.48 4.4% $207.67 5.9% $166.99 81.3%
contributed to the upgrade
AOccupancy levels are likely to be abnormally high FY2026 143,032 2.3% 3.3% $267.16 4.6% $219.34 5.6% $171.58 82.1%
averaging over 80% and rarely below that level
ARate growth averaging 3.7% p.a is expected over the long AvgFY21 -26 3.5% 4.0% 3.9% 4.4% $161.79 80.2%

term, slightly below previous expectations. Upside

opportunity exists across many of the major cities should Total Forecast Avi

substantial Market Response supply allowances not FY2018-2026 9 3.9% 4.1% 3.7% 4.0% $160.09 80.2%
eventuate or be delayed.
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HOTELS & RESORTS



CIXYUMMARIES 0

Long Term
RevPAR

Outlook
(avg. p.a)

Comment

Adelaide

Brisbane

Cairns &
Port Douglas

Canberra

Darwin

Gold Coast

Hobart

Melbourne

Perth

Sydney

Australia

3.4%

4.8%

3.4%

3.4%

4.3%

3.8%

1.5%

3.1%

2.7%

4.4%

4.0%

FY2017 saw good RevPAR growth of 3.0% slightly below our strong expectations. An influx of supply well above historic levels is arriving through the medium term and
is expected to be absorbed over the life of the forecast seeing occupancy remain strong. The long term RevPAR forecast of 3.5 % annual growth is in line with prior
expectations

A 5th consecutive year of RevPAR decline in FY2017, although positive signs are starting to come through. A further influx of supply is expected over the next couple of
years, which is expected to be fully absorbed as demand expectations also improve. Occupancy is forecast to tip 80% at the ba ck end of the forecast. Long term

RevPAR expectations are for 4.8% growth p.a, with backend outperformance. This is consistent with prior expectations

Cairns and Port Douglas continue to go from strength to strength recording 13.4% RevPAR growth in FY2017 (averaging 9.5% over th e past 5 years). Material
development activity is planned, although focussed on Cairns. It is expected to be absorbed despite a minor downgrade in the dem and growth outlook. Long term
RevPAR expectations are for 3.4% growth p.a., an upgrade on prior expectations driven by short term outperformance

In FY2017, Canberra RevPAR exceeded strong expectations, compounding robust growth in the prior year. Demand growth expectati ons are above long term supply
expectations which sees occupancy maintained in the mid 70é&s. L o mey atd rete gnowtRexpeBtddlR e x pect at
throughout. Expectations have improved relative to the prior forecast following FY2017 outperformance

In FY2017, Darwin hotels continued to decline, albeit slower than recent years. Occupancy levels actually improved through re tur ning, though lower yielding, leisure
guests. Very limited supply growth should see the market stabilise, despite a slight moderation in long term demand forecasts . Long term RevPAR growth averaging
4.3% is expected, which is a slight downgrade from the higher FY2017 base

In FY2017, Gold Coast Hotels recorded moderate growth, slightly less than expected. Strong Commonwealth Games related growth in FY2018 is expected to unwind in
FY2019. Long term demand forecasts have been slightly increased and are above supply expectations, which remain volatile and characterised by fluid transition

between residential and short term letting. Long term RevPAR expectations are for 3.8% p.a. growth and are marginally below p rio r expectations

Hobartés stellar run of RevPAR growth continued in FY2017 i n | iupeycleas sighificenxsppplg arrvédsioverns. Thi s
the next few years. Demand expectations have improved but not enough to fully absorb the proposed supply which is well above mar ket needs. Long term RevPAR
expectations are for 1.5% growth p.a. and are in line with prior expectations and impacted by supply induced under performanc e through the medium term

Continued lack of rate growth saw the Melbourne market RevPAR unchanged in FY2017. The next wave of supply, both traditional hot els and shadow supply, is expected
to arrive through the medium term and put some pressure on occupancy levels, but see them remaining above 80%. Demand growth ove r the life of the forecast is in line
with expected supply growth. Lack of rate growth recently and over the forecast short term has seen our long term RevPAR fore cast downgraded from 5% growth to 3%
p.a.

In FY2017, the Perth hotel market contracted substantially, marking the 5th consecutive year of decline. This is expected to con tinue over the next couple of years.

Whilst the mining demand rate reset is largely complete, the market meets the next hurdle as significant supply arrives. The bac kend of the forecast sees the market

recover, returning to 80% occupancy levels. The forecast for 2.7% p.a. RevPAR growth is a downgrade on prior expectations

In FY2017, Sydney Hotels capitalised on ultra -high occupancy, increasing rates considerably. This dynamic is likely to maintain over the medium term with demand
continuing to be constrained by supply availability despite visitation forecasts being again upgraded. Material supply throug h the medium term is expected to be fully
absorbed with capacity for additional supply. Long term RevPAR forecasts are for 4.4% growth and are in line with prior expec tat ions

In FY2017 the Australian Capital City Hotel markets recorded 2.1% RevPAR growth p.a which was slightly below our 2.6% expecta tio ns. The long term revenue forecast

for Australian Capital City hotels is for healthy RevPAR growth averaging 4.0% p.a, underpinned by high occupancy levels, and a positive supply and demand equation



CIYUMMARIES

MAJOR CAPITAL CITY REVPAR COMPARISON SECONDARY CAPITAL CITY REVPAR
Australia Brisbane = = = Melbourne Perth Sydney Australia Canberra = = = Hobart Adelaide
$350 $250
300 f
$ $200
$250
$200 | $150
$150 $100
$100
$50 |
$50
$O : $0 -m [Te} ~ (o2} - ™ [Te) N~ o - [s2] [Te)
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Financial Years Financial Years
LEISURE BASED CITY REVPAR Relative RevPAR
AAverage RevPAR growth of 4.0% p.a across Australia to FY2026 with Sydney leading
Australia Cairns = = = Gold Coast Darwin the way
$250 - ASydney will extend its position as the nation leader, with rate growth opportunities
present in the ultra high occupancy environment, carrying the national average
$200 | upwards
AMelbourne which traditionally sat well above the national average has come back
$150 | towards the national line with consistent supply additions, including shadow stock,
softening the rate outlook. Melbourne, still sits well above every other market and is not
$100 | at risk of losing second position
ABrisbane and Perth likely to track parallel to each other over the long term as they both
$50 | look to absorb considerable medium term supply which was conceptualised through
the mining boom. Outlook for both cities is good in the long run
$0 - Acanberra and Adelaide are expected to travel along similar curves as both cities

expand their leisure and events demand drivers, and start to welcome additional supply
which has been low historically

ADarwin begins to gain on Cairns as the reset of corporate contracts ends and supply
development remains low, whilst Cairns recent outperformance starts to normalize

ARevPAR for the Gold Coast is strong and above both Perth and Brisbane for the life of
the forecast. This is partly associated with the cycle each city is in, with the Gold Coast
yet to experience the next wave of material new supply

2003
2005
2007
2009
2011
2013
2015
2017
2019
2021
2023
2025

Financial Years

11 www.dransfield.com.au



TransactiDRENDS

Sales volumes reducing due to high turnover in the preceding pupportedbys .
the increased desirability of the asset class, with sitting investors and new developers wanting to retain hotels as a prefer red assetclass
Sales Activity
A Diminished stock availability and a high level of turnover in the last five A’ Notable transactions in 2017 included:
years has led to lower current transaction volumes, despite considerable T The sale of the W Melbourne off the plan as part of the Collins Arch mixed
domestic and international appetite to acquire use project for $233M (over $790k per room) and the Hilton South Wharf
i Transaction volumes fell circa 30%, from $3.0b in 2016 to $2.1b in circa $600k per room indicating a continuation of the upward re -setting of
2017, compounding a similar reduction in the prior year, and marking prime CBD Melbourne prices
the lowest transaction total of the last 6 years i Four Points by Sheraton Central Park Sydney off the plan for $525k per room
T Reduced stock availability, especially at the trophy end, and reducing i Intercontinental Double Bay for $1M per room on a very low yield
total price points, with the highest value sales topping out at $230M i Other notable transactions for the 12 months to April 2018 are included
compared to the prior 3 years which all had multiple sales above overpage
$300M and several between $400 -$700M
A" YTD sales in the first third of 2018 have been limited to the $20 -60M Build to Own
range, with no individual asset changing hands above $100M A There is a clear rise in build to own by investors/developers, with over 200

hotels in the pipeline. This is especially the case in mixed use developments
where developers are holding the hotel and reinvesting the profit from other
uses

Interest remains focused on Sydney, then Melbourne, with opportunists
eyeing the mining economy affected markets in Perth and Brisbane. Their
current lower short term yields are perceived as offset by capital upside
and the low current return of alternative investments A Thisis seeing significant new investment that is placed in the supply pipeline

A Chinese investment across all commercial real estate asset classes
including hotels has slowed as Chinese capital controls, and indigestion

from recent high activity, take hold HOTEL TRANSACTIONHISTORY 2012 & Q12018
A Transaction volumes may spike as Chinese groups are forced to reduce 4.0 70
Australian real estate exposure, with several big ticket assets and
development projects likely to be marketed 3.5 60 §
A Capital allocation has been transferring from existing assets to new build § 3.0 50 B
— (1]
A’ The abundance of capital chasing relatively scarce investment grade v 25 z
. . . S £ 40 ©
products (particularly CBD assets) has continued to drive pricing in S 90 =
highly contested markets, resulting in lower yields and high prices per 2 30 5
room o 15 20 ]
- =
T Yield compression appears to be continuing & 10 £
=0
T Mining and the affected markets are seeing newer investors taking a 0.5 10 =
long term view 0.0 0

2012 2013 2014 2015 2016 2017 2018YTD

mm \/alue e=———Transactions
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Transactions

MAJOR TRANSACTIONS BY VALUE: April 2017 a April 2018

Approx. Price
Per Key

Rooms Purchaser Origin Approx. Price

Four Points Sheraton, Central Park

(Under Construction) 297 Schwartz Family Company Australia $156m $525k
Intercontinental Hotel, Double Bay 140 Sl Lied Resll BEls @ 2o China $140m $1,000k
Real Estate Group

Sheraton Melbourne 174 Qatar Airways Qatar $135m $776k
Watermark Hotel Brisbane and Watermark .

Hotel & Spa Gold Coast 482 SB&G Group Australia $110m $228k
Mercure & Ibis Brisbane 412 Commerz Real Germany $77m $187k
Mercure Sydney International Airport 271 Folkstone Sydney Airport Hotel Fund Australia $75m $275k
Mercure Melbourne Treasury 164 Cbus Property Australia $70m $427k
Holiday Inn Perth 186 Singaporean Investors Singapore $65m $349k

Royce Hotel, St Kilda Road 100 Mazen Tabet Australia $55m $550k

Adina at 88 Flinders St, Melbourne 65 Yong Quek of Prime Value investment Australia $54m $823k

manager

18 O'Riordan St, Green Square .

(Fund Through) 144 Folkstone Green Square Hotel Fund Australia $44m $302k

Mercure & Ibis Styles Grosvenor Hotel, Adelaide 245 Chip Eng Seng Singapore $43m $176k
Quest East Perth 130 Savills Investment Management Australia $42m $323k

Emporium Hotel, Fortitude Valley 102 Ovolo HK $41m $402k

ARIA Hotel, Canberra 128 Aligned FM Aust $35m $273k

Quality Hotel CKS Sydney Airport 121 Ao Bo Assets Management China $32m $264k

13 www.dransfield.com.au DRANSFIZLD
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SUPFIORECAST '4

Supply expectations have been upgraded, facilitated by upgrades in demand forecasts which are expected to largely absorb the

increase, with high occupancy expectations continuing

FY2017 Supply Base change in Calculation

The ABS decision to cease Census data collection has affected our historical supply base
calculation methodology. We have undertaken research to identify new rooms within the various
city area boundaries and added these to the FY2016 census base. While we are confident that
we have captured the majority of new rooms, thereis scope for errorin the shortterm. This is
unlikely to have a material effect on long term forecasts. The next edition of Hotel Futuresin
2019 will likely have the benefit of confirmed STR supply base census

National Supply - Actualand Outlook

AIn FY2017, we estimate that Major City supply stock increased by a moderate 2.3%, which is
equivalent to 2,300 new rooms. This marked one of the largest year on year growth rates over
the last decade which has averaged close to 1% p.a. over the last 10 years

A construction and proposal activity has also increased from the prior year, increasing pipeline
completion certainty

A The Hotel Futures 2018 forecast represents an upgrade in absolute supply levels to prior
expectations. Improved overarching sentiment and upgraded demand outlook has driven the
uplift, with demand expected to largely absorb the additional new supply over the long term

T In FY2018 supply is forecast to grow 3.8%, which is above prior expectations. This arises as
some projects arrived quicker than prior timetables, and as some development slated for
residential use converted to STA on completion. This was evident in Melbourne and the Gold
Coast

Supply growth is expected to average 4.5% p.a. over the medium term to FY2020 which is
expected to be fully absorbed. Early arrivals in FY2018 are expected to offset over the next 2
years as delays emerge

i Our national long term forecast is for supply to increase by 3.9% p.a.

Supply Cycle Comparison FY2018 to FY2025 : HF2017 vs HF2018

Hotel Futures Hotel Futures
2017 2018
ggnms;zggm & Recently 9,300 13,500
0t prabaniig apple) 10,100 12,000
Market Response 13,800 12,700
Supply Pipeline 33,200 38,200
Forecast Supply FY2025* 135,100 139,800

Average Annual Uplift (9 years)

*Boundaries for Hotel Futures 2018 have changed. We have amended Hotel Futures 2017 data in this table to reflect a like for

Var.

4,200
1,900
-1,100

5,000
3.7%

0.4%

like region

Supply Cycle Comparison & HF2017 vs HF2018

A Australian Major City long term supply forecasts have increased 5,000 rooms over 9 years,
which is relative to a base of 100,000+. The increase represents a relatively small supply uplift
of 0.4% p.a over the forecast life and is expected to be fully absorbed

A The identified live pipeline (construction and proposals) has infilled, increasing to 25,500 rooms
compared with 19,400 in the previous forecast

A The new forecast represents an increase in identified project numbers to 226 from 166
previously

A Certainty has improved with the transition of Proposals to Construction, and Market Response
allowances being taken up by specific Proposals

i Construction activity has moderately increased to 13,500 rooms compared with 9,300
previously

i Gross Proposed rooms (assuming 100% probability of all proposals) have increased to 26,500
to which we have applied a 45% prospect of completion, delivering 12,000 net rooms. Over
the same period last year, our forecast anticipated 10,100 rooms at 49%. The probability
percentage reduction reflects current projects being earlier in the planning process with
higher completion risk

A Market Response for the forecast period to FY2025 allows for an additional 12,700 rooms above
identified currently live projects

i Thisis a 1,100 room decrease to prior expectations, responding to the uplift and transfer to
Construction and Proposal activity over the last year

A Market Response to FY2025 now accounts for 34% of all new supply compared with 41% in the
previous forecast

Supply by Type & Short, Medium and Long Term: Comparative Forecast to FY2025

FY18-FY20 FY18-FY23 FY18-FY25
3Yrs 6 Yrs 8Yrs

Construction 94% 80% 41% 35%
Proposals 1% 8% 35% 31%
Market Response 5% 12% 24% 34%

DRANSFIZLD
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SUPRBYonal

Supply expectations have increased in Hotel Futures 2018, with some earlier than expected and new arrivals in
FY2017 and FY2018. Slight delays have eventuated through the medium term, which may slide further pending
the progression of proposals

MAJOR CITY SUPPLY GROWTH PERFORMANCE AND FORECASTS TO FY2026 a ROOMS

Rooms Ocec.
8,000  83%
7000 - et AV P - 81%

sestttt Tt tseeeeaa. .t \ ce®
° ’ Tteen. . M et
/ NS et eeeccnaset” L 79%
6,000 | ’
..... /
,,,,, / AN
...................... / N L 77%
5,000 N
/- - 75%
L / ~
4,000 , .
B, N - 73%
3,000 <
s = - 71%
, -
2,000 4
- 69%
0 . . . . . . . . . . . . - 65%

FY2013 FY2014 FY2015*  FY2016* FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025 FY2026

mmmm Market Response Proposals s Construction
mmmm Completed - - -HF2017 Expectations ~ eeeeee Occupancy Act. & Exp. (2nd Axis)
. *In FY2015 and FY2016 h lised data following ABS dat: t -
15 www.dransfield.com.au chr;nges to r:;:ect estima':gs a?ttilng;:]vasljsply ﬁeﬁ ; l?x:?:alculatiz:esrerors DRAN s Fl o LD

HOTELS & RESORTS



SUPIPbYecast

A Pipeline certainty has improved as the collective pipeline moves towards the construction peak.
Proposals are being replaced at a faster rate than delivery, absorbing Market Response
Allowances. Despite a maturing development cycle, most markets have significant scope for
additional development activity. In many cases, idea conception to opening will take 5 years to
arrive, allowing for the iterative process, including approval, financing, and construction hurdles

A Across the country, markets are in various stages of the supply cycle:

I The Brisbane and Perth cycles are the most advanced, with multiple hotels either opening
over the last 12 months or with significant construction activity underway. These markets are

characterised by extremely low levels of expected additional Market Response as the pipe has

effectively been saturated
i Heavyweights of Sydney and Melbourne are the largest pipelines by room numbers

- Melbourne has experienced strong supply growth over the last decade, and continues to
display moderate construction and proposal activity. Unlike any other city, Melbourne has
a high amount of near city residential apartments in the development pipeline, creating
additional shadow stock pressure, some of which has switched to STA late

Sydney, which has been dormant for sometime has finally
than 50% of the forecast pipeline made up of Market Response, it still has considerable

scope for additional activity. The risk with the Sydney provision for Market Response is the

availability of sites, which are often not the highest use for developers

i Canberra and Adelaide are part way through their respective cycles with fair levels of
construction and proposal activity. Both still have moderate additional scope for Market
Response

Similarly, Hobart is quite advanced in its cycle, however many of the projects are in the
proposal stages rather than construction. Activity appears to be well above market needs and
may dissipate with continued market volatility

SUPPLY BY TYPE COMPARISON - HF2017 vs HF2018: FY2018 to FY2025

HF2018

38,200 rooms

HF2017

33,200 rooms

B Construction Proposals ®Market Response

come alive, although with more
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MAJOR CITY FORECAST SUPPLY GROWTHBY TYPEFY2018  -2026
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DEMAND. FORECASTS

Tourism Research Australiaés long term visitor Averageanaualgrowthof4A%pR.d 2 5 expected cbneparedtos | i g ht |

3.9% in the prior forecast. The smaller International visitor night contingent, which made up approximately 44% of total visi tor nights in FY2017 has been
upgraded, whilst Domestic visitor nights have been slightly downgraded. International visitor nights are expected to eclipse Dom estic nights by FY2024.

TRA Domestic Forecasts TRA FORECAST VISITOR NIGHT MOVEMENT & Long Term to FY2025
Domestic visitor night forecasts to FY2025 have been downgraded with annual Breakdown Fyi7 FY25
growth expectations of 2.3% p.a compared to 2.8% previously International 44% 51%

Aln FY2017 domestic visitor nights grew 3.8%, in line with expectations. NSW, 7.0% 1 Domestic 56% 49%
Victoria, Queensland and Tasmania all recorded 5% + growth, with Western 6.0% -
Australia and the Northern Territory the worst performing, each contracting by 5.0% -

more than 7%

ANights for the purpose of Business are expected to grow at the fastest pace over 4.0% 1
the long term to FY2025 (3.9% p.a to 89M), with the larger VFR (1.9% p.a to 121M) 3.0% -
and Holiday (1.6% p.a to 166M) markets both growing slower

2.0%
Aover the long term, domestic visitor nights are now expected to reach 404M by 1.0%
FY2025 compared to 423M previously A
0.0% -
& @ & & & @ & N 9 g
TRA International Forecasts P L F PR S Y SEL &
SR S AN o
Long term International visitor night forecasts to FY2025 have been upgraded with ‘ ‘ N 9 ‘
annual growth expectations of 6.1% p.a, compared to 5.3% previously = nternational  messss Domestic === |nt Prior F'cast === Dom Prior F'cast
Aln FY2017 international ViSitOr nlghts increased by 70%’ S“ghtly above StrongGl% Source: TRA State and Territories Forecast 2017 - 2 August 2017, TRA State (Regional) Tourism Forecast - 11 August 2016, State
eXpeCtatIOnS. All States except the ACT ( -84%) recorded grOWth' with Victoria of the Industry 2018, Tourism Research Australia, Canberra. International Visitor Survey, September 2017.
(16.9%) and South Australia (11.1%) recording the most pronounced yoy increase
Achinese visitors, who are already the largest contributor of nights for any single Outbound Travel Forecasts
country, increased an astounding 23.8% in the year ending September 2017. As a Long term resident departure expectations represent a slight upgrade to those
sign of the continuing trend towards free and independent travel from China, the previously forecast. The 10 year forecast to FY2027 is for 3.9% growth p.a
number of visitors on group and package tours declined by 5.8% compared to 3.6% previously
AThe Federal Government has also recently (March 2018) unveiled plans to establish Am FY2017 resident departures increased 4.1%, slightly below the previous 3
Australia’s first ever Federal Government funded business events fund to target year average

overseas event bids. This should assis_t capture of high yieldi_n g guests v_vho often Aoutbound travel is forecast to grow more slowly than international arrivals,
stay in the country for an extended period, and often travel with companions and it is expected that the number of international visitors to Australia will

ATotal international visitor nights are now expected to reach 424M by FY2025 overtake outbound departures in 2026 827
compared to 399M previously
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DEMANE&NsTield Outlook

Dransfieldés demand forecast for major city hotel rooms has been upgra
expectations and TRA visitor night forecasts. Our forecast is for long term average annual growth of 4.1% compared to 3.9% pr eviously

National Demand FY2017 & Major Cities
Overarching visitor night statistics reported robust growth in visitor nights in

FY2017. Nights spentin hotels grew faster than total nights
DRANSFIELD LONG TERM DEMAND FORECAST
ATourism Research Australia recorded a 6.7% increase in total visitor nights

across Australian Major Cities in FY2017. Visitor nights in Hotels/Resort/Motel
or Motor I nns (HRMMI és) increased further, r8%ogrding 7.7% growth

T International visitor nights in Major Cities grew 7.7% to 218.8M, while nights in
HRMMI és grew 8.9% to 25.2M 5.0% |-

i Domestic visitor nights in Major Cities grew 4.9% to 125.7M, while nights in
HRMMI és grew 7.1% to 44.4M 20% |

ADbemand growth has been constrained by supply availability in many markets,
particularly Sydney

ASTR Occupancy growth indicated growth with a 0.3 point improvement in the
context of a small increase in supply

3.0%

Dransfield National Demand Forecast 2.0% r

T
I ——

Hot el Futures 2018és long term demand forecast i f errage growt o] 4 . %
p.a, whichis a moderate upgrade to the previous forecast. Uplift is derived 1.0%
through improved TRA expectations and enabling supply in some key cities
Awe expect demand to increase by 5.0% in FY2018 which is above previous
forecasts for 3.9% growth. Event induced demand outperforms expectations in K @ @ ] £ 3 E @ < > Ko
several cities, and some enabling supply arrived quicker than expected % % 5 _087 § g -§ ‘g e .§ g
AMedium term demand growth is expected to average 4.5% p.a, which is in line g & 8 g § N z
O

with prior forecasts. Demand growth for this period is inline with supply growth
expectations. Supply constraints in several cities have limited further growth

% Average
Annual Growth

N BT B HF17

Aour long term growth forecast is considered to have more upside opportunity
than downside risk with supply constraints remaining in some key gateway

cities Source: TRA special request
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ARRIVALSEMR TURES

In FY2017, international arrivals continue to grow at a faster rate than

resident departures (9.0% vs 6.2%), albeit from a lower base. China
continues to show the most significant growth path

Visitor Arrivals

Alnternational arrivals increased 9.0% in FY2017 to 8.6M with growth
displayed in all but one month. Six months recorded significant double
digit growth

AAverage arrivals growth for the last 3 years now sits at a very strong
8.4% p.a.

A4 out of the top 5 previous international markets by visitor nights
recorded growth in FY2017, led by China once again. New Zealand
recorded significant decline

China 23.8% UK 0.6% New Zealand -10.0% U.S.A2.3% India

8.3%

Avisitor Nights from Taiwan displayed the most significant increase of
those outside the top 5, recording 17.3% growth

ARobust Japanese growth saw it move into the top 5, recording an 8.4%
increase

Aln Fy2018 (YTD January, 2018), growth has continued, with a 4.5%
increase on the prior corresponding period

Resident Departures
Aln FY2017, domestic departures increased 4.1% to 10M

AAIl but one month recorded period on period growth, led by the Easter
month of April, which recorded significant 15.4% growth following a
prior year which held a March Easter date. Similarly, March FY2017
recorded the only decline

AThrough the first four months of FY2018 Resident departure growth has
continued, recording growth of 3.8% for FY2018

19 www.dransfield.com.au

INTERNATIONAL VISITOR ARRIVALS TO AUSTRALIA
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Source: ABS Overseas Arrivals and Departures Cat. 3401;
TRA State of the Industry 2016
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FY2017 SNAPSHOT

Establishments
Rooms

53
5,681
STR Sample Coverage 93%
Occupancy 79.1%
Rate $152.18
RevPAR $120.37

FY2017 YEAR IN REVIEW
FORECAST ACTUAL

Fy2017  Fyzo17 Varance
Supply 0.0% 0.0% 0.0%
Occupancy* 2.3 15 0.7 ¢
ARR 2.0% 1.0% -1.0% g
RevPAR 5.1% 3.0% -2.0% ¢

* Percentage Point Change

?0 www.dransfield.com.au

In FY2017, Adelaide RevPAR performed moderately, albeit below higher expectations. Going
forward, the demand outlook is positive and should fully absorb long term supply additions,
generating upward pressure on rate. We expect moderate RevPAR growth averaging 3.4%

p.a. over the life of the forecast

FY2017 Year In Review

Aln FY2017 Adelaide Hotels performed moderately, recording 3.0% RevPAR growth despite slightly underperforming to
5.1% expectations

I Occupancy levels increased 1.6 points to 79.1%. overtaking Perth as the 4th highest Major City occupancy market
I Rates strengthened slightly, improving by 1.0%

APreIiminary STR data for YTD FY2018 (Feb 2018) indicates that growth has accelerated through the first half of the
year, albeit affected by a 40+% RevPAR increase for the month of December while the Ashes day/night Test Match
was played. This outperformance will unwind in FY2019

Demand Driver Analysis

TRA Demand forecasts have been slightly upgraded, focused on the short term which has carried the overall position,
although tempered towards the back end

AEvent induced outperformance in FY2018 could be a sign of things to come with upgraded infrastructure, event
facilities (Convention Centre) and leisure demand drivers (Adelaide Oval) proving the catalyst for increased event
tender success

ACity data for FY2017 for Adelaide reveals: -
1 International visitor nights increased by 10.1% to 8.8M nights
7 Domestic visitor nights decreased 1.8% to 8.3M nights
i Total visitor nights increased by 4.0% to 17.1M nights of which 24% is captured in Hotels and Motels
Aln FY2017 Adelaide hotelés domestic visitor ni ghts share

AThe TRA forecasts for Adelaide for the period to FY2025 has been slightly upgraded to average growth of 4.4% p.a
compared to 4.2% previously: -

i Annual domestic visitor night growth expectations were downgraded from 2.6% to 2.3%
i Annual international visitor night growth expectations were upgraded to 6.1% vs. 5.6% previously

Dransfield Demand Forecast for Adelaide City Hotels

Annual demand growth of 3.6% is expected for Adelaide City hotels over the long term, which is a small upgrade to the
prior forecast

Awe expect demand to increase 5% in FY2018, partly event induced

AMedium term demand growth to FY2020 is expected to average 3.5% p.a, which is an upgrade on previous
expectations and influenced by upgrades to medium term TRA forecasts

ALong term growth expectations represent a minor upgrade to prior forecasts as Adelaide leisure markets benefit from
improved demand drivers and increased supply. The minor downgrade to TRA forecasts over the back end of their
forecasts is not expected to have a material effect on demand for hotels. We have maintained our back end demand
position.

n
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Prior low supply expectations have increased and are concentrated through the middle of
the forecast. Moderate risk is associated with live proposals based on individual project

details. A broadening demand base on top of already strong occupancy levels should entice
additional development activity over the longer term

SUPPLY ACTUAL & FORECASTBY TYPEFY12 -FY26

Supply Actual
1200
AIn FY2017 there were no new hotel openings in Adelaide CBD
000 P 9
l L
I ABS AThrough the first half of FY2018 there has been 1 opening with the 245 room
§ 800 Dataset Holiday Inn Express Adelaide City Centre opening its doors
o ch
< 600 ¢ anee | A Construction activity is low with only 1 other project underway
#* L
400 Supply Forecasts
L [ |
200 . . I | . l ADransfieldés supply forecast is for 1,950 ne
0 - —_— | = | next 9 years to FY2026 (35% of current stock) at an average annual growth rate
of 3.4%
-200 -
N ] S, w 9 ™~ < ] IS N q Q N 9 Q 1 Our forecast supply pipeline represents a small increase of 175 rooms relative
& ' ' x x & & & & ' & E x & & to the prior forecast with the market experiencing a rise in proposal activity
recently
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Demand growth expectations for the forecast have also increased and are
expected to fully absorb increased supply expectations

Supply growth has been slightly delayed through the medium term although
spikes in FY2021. For relativity, the 10% increase in FY2021 amounts to less
than 650 rooms

Supply growth in the medium term to FY2020 is expected to average a
moderate 2.3% p.a. (400 rooms), which is a slight decrease on the 600 rooms
expected in the prior forecast, and has been caused by delay in delivery
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0% 1 1 1 1 1 1 1 1 ) Current proposal activity on a hotel size basis (230 rooms) is larger than the
FY18 FY19 EY20 FY21 EY22 FY23 EY24 FY25 FY26 existing hotel average (110 rooms) in this small market. This appears to
HF 2018 - % Annual Growth — — — HF 2017 - % Annual Growth suggest that developers and investors are becoming more comfortable in the
long term prospects of the Adelaide demand base, although moderate
completion risk is associated with many of these plans
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Market Response remains moderate, accounting for 38% of the whole pipeline
to FY2026. This can be filled by just three or four new projects
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operators bringing in brands including Sofitel and Crowne Plaza, while
650 Rooms 1795 Hotels debuts in Australia and Sky City Casino luxury progresses. Outside our
HF2018 R’ooms forecast region, Langham have also proposed a new build hotel in Glenelg,
showing additional belief in the Adelaide market.
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