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Dubai has established itself as a leading global
hospitality destination

Dubai attracted 7.8 million hotel guests and 2.1 million
serviced apartment guests in 2012, representing a total
of 9.9 million guests over the 12 month period. As set
out in Figure 1, this translated into demand for 26.0
million hotel guest nights and 11.4 million serviced
apartment guest nights in Dubai in 2012. Total guest
night demand in Dubai in 2012 was thus 37.4 million,
up 64% from 22.8 million in 2008.

The Global Destination Cities Index 2013 ranked Dubai
as the world’s seventh most visited destination for
international overnight visitors, ahead of Hong Kong,
Barcelona, Milan and Rome. Dubai experienced the
strongest growth in international overnight visitors of
indexed cities (along with Bangkok) over the 2012 to
2013 period.

Key source markets for Dubai’s hospitality sector
include the Kingdom of Saudi Arabia (“KSA”"),
India and the United Kingdom (“UK")

KSA drove the largest number of visits to Dubai in 2013
(1.4 million visits), followed by India (0.9 million visits)
and the UK (0.75 million visits). Looking to the future,
key growth markets for Dubai are likely to comprise
KSA, the Russian Federation, India and Iran.

A maturing tourism offer has driven growth in
the average length of stay in Dubai

Dubai has an increasingly diverse tourism offer that
includes a globally competitive entertainment and
leisure, hotel and resort and retail offering. This has
driven the average length of visitor stay in Dubai from
4.6 nights in 2008 to 5.4 nights in 2012 for serviced
apartments. The average length of stay for hotel guests
in Dubai has increased from 2.7 nights to 3.3 nights
over the same time period.
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Figure 1 - Total guest nights, Dubai, 2008 to 2012
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Figure 2 — Top ten hospitality source markets, Dubai, 2013
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Figure 3 — Average length of stay, Dubai, 2002 to 2012
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Dubai’s hotel stock has increased significantly
over the past decade

In 2006 Dubai had a total of 233 hotels providing
almost 39,000 rooms across all sectors of the market,
including 152 unaffiliated or independent hotels. By

Q1 2014 this total stock of hotels had grown by almost
48% with the addition of 111 new hotels. If the
unaffiliated hotels are excluded, Dubai’s branded hotel
market grew by over 105% from 81 hotels in 2006 to
167 in Q1 2014.

Economy and midscale hotels showed the highest
proportional growth in Dubai albeit from a relatively
low base. Upmarket hotels (upscale, upper-upscale and
luxury) almost doubled from a total of 66 hotels in 2006
to 129in Q1 2014.

The most significant period of supply growth occurred
at the height of the global economic crisis between
2008 and 2011, when supply grew by 60%. Supply
growth was minimal in 2012 and 2013 but supply for
2014 has already increased by some 6%, with further
additions expected during the year.

Dubai hotel occupancy, ADR and RevPar trends
Performance in 2013 has shown that Dubai’s hotel
market is back to its past performance, despite
significant additions to the supply. By the end of 2013
the luxury sector regained occupancy levels only last
experienced during the 2006 and 2007 peak. Average
Daily Rates (“ADR") for luxury hotels in Dubai rose 3.5%
in 2013 with additional supply and subdued economic
conditions in Dubai'’s luxury source markets keeping
growth in check. The resultant Revenue Per Available
Room (“RevPAR") escalation was restricted to 4.5%
growth over the previous period.

Occupancy in the Dubai upscale and upper-upscale
sectors has recovered at a slower pace compared to
the luxury sector yet performance is nevertheless
exceptional in the global context at 80% for the year.
ADR growth in these sectors was more robust with an
8% average growth and RevPAR rose by over 10% as a
result.

Dubai has established itself as one of
the leading global tourism hotspots.
With significant ongoing investment
in tourism infrastructure, we expect
Dubai to continue to climb the
global tourism rankings.

Figure 4 — Hotel inventory, Dubai, 2006 to Q1 2014
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Figure 5 — Hotel occupancy, Dubai, 2006 to 2013
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Demand for hotel accommodation in Dubai
continues to grow

The demand for hotel accommodation in Dubai has
grown significantly in the last 7 years. Across the
upmarket sectors, demand measured in rooms sold
has risen by almost 79% between 2006 and 2013. The
number of rooms available in the market has risen at a
slightly higher rate of 86% in the same period. In 2008
and 2009 there was a lag in the timing of the growth in
demand versus the growth in supply, as indicated in
Figure 6. This resulted in a decline in market wide
occupancy.

Figure 6 — Hotel supply growth and demand growth,
Dubai, 2007 to 2013
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The growth in Dubai’s hotel supply in 2013 was more
than matched by the growth in demand as evidenced by
the rise in occupancy in 2013.

This rise in room supply and the ongoing growth in
demand, when seen in the context of the wider global
economic challenges, points to a very robust hotel
market.

3 | Middle East Hotel Market Insight Report | Dubai, UAE | Issue 1 - April 2014

Figure 7 — Hotel ADR, Dubai, 2006 to 2013
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Figure 8 — Hotel RevPAR, Dubai, 2006 to 2013
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Figure 9 — Hotel supply vs demand, Dubai, 2006 to 2013
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Investment continues in Dubai’s hotel pipeline
The supply pipeline for Dubai reflects a substantial rise
in market confidence. Recent announcements by the
Dubai Tourism and Commerce Marketing Department
(“DTCM”") targeting a dramatic rise in the number of
hotels will further fuel the medium to long term hotel
pipeline. A range of incentives has also been announced
to stimulate development of new hotels in the mid-
market sector which is targeted to more than double
Dubai's current inventory.

Figure 10 — Hotel development pipeline, Dubai, as at
Q1 2014
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In total there are currently 71 known hotels across all
market sectors in varying stages of planning or
construction in Dubai which are estimated to provide
over 22,000 additional rooms.

The upper-upscale sector in Dubai will see the highest
volume of development with 16 hotels and 6,200
rooms. The luxury sector has the most hotels presently
under active construction (14 hotels with 4,200 rooms)
with more investors continuing to seek opportunities in
this sector. Mid-market hotels (upscale and upper-
midscale) are expected to add 16 new hotels with 4,400
rooms in the coming years.

The continued growth in demand,
fueled by ongoing improvements in
tourism infrastructure and strong
hotel operating performance, has
stimulated continued investor interest
in hotel development in Dubai

Dubai’s hotel market — Looking back and looking
forward

On a quarter by quarter basis it is evident that the Dubai
market as a whole has seen its strongest growth
between Q4 2012 and Q4 2013. Growth in occupancy
peaked in Q2 and Q3 2013 before retracting to more
moderate growth in Q4 2013 and is projected to
continue a moderate decline in growth for the
remainder of the year. Rising inventory and a slowing of
global demand growth are expected to also dampen
growth in rates which are however still expected to rise
at moderate levels of approximately 3% per quarter.

Figure 11 — Dubai hotel market performance, change from previous year, 2012 to 2015
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Looking at the Dubai market in 2013 and the forecast

(forecasted by STR Global in conjunction with Tourism

Economics) for 2014 and 2015, we can derive the

following:

« Over the next 2 years occupancy growth is expected
to be below the average for the last 5 years

« ADR growth in the next 2 years is expected to be
higher than during the last 5 years

« RevPAR growth is expected to exceed growth during
the last 5 years

+ Over the past 5 years, room demand has expanded
63.4% (10.3% per annum)

Figure 12 — Dubai hotel market performance summary
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Dubai is back, but it never really left...

Dubai's hotel market continues to be driven by strong
fundamentals. Total guest night demand in Dubai was
37.4 million in 2012, up from 22.8 million in 2008. The
Global Destination Cities Index 2013 ranked Dubai as
the world’s 7" most visited destination for international
overnight visitors, ahead of Hong Kong, Barcelona,
Milan and Rome. Dubai'’s tourism market is being driven
by a recovery in key source markets (KSA, India and the
UK) and an increasingly diverse tourism offer that
comprises a globally competitive leisure, hotel, resort
and retail offering.

Driven by these strong fundamentals, Dubai’s hotel
market sustained a minimum of 70% market wide
occupancy levels (upmarket sectors combined) over the
period 2008 to 2011, a period when most markets
experienced a marked decline in demand. As with all
real estate investments, location plays a significant role
in the performance of real estate assets. Dubai is no
different and whilst the market as a whole has
performed well, there are areas within the market that
perform better than others. The significant growth in
supply will put pressure on the performance of all hotels
and further highlights the relevance of good location,
quality infrastructure and sound operating
fundamentals.



Our service offering

We have a strong track record in delivering clear and
comprehensive advice that will assist in your decision
making processes at all stages of the hospitality and

leisure investment cycle.

From single assets to large global portfolios, our team
has extensive experience in successfully advising clients
on the acquisition or disposal of assets, securing or
restructuring debt finance, asset management including
capital investment programs and due diligence,
development appraisals and feasibilities, and valuations
for a wide range of purposes, carried out, where
appropriate, in compliance with RICS standards.

Our local knowledge combined with our global office
network and access to unrivalled synergies through
Deloitte’s other service lines, ensures we have the ability
to meet your needs.

Development and Consultancy

Our team of hospitality experts has extensive experience
in providing strategic advice to clients whether they are
looking to undertake a new development or make the
most of an existing asset. Our development and
consultancy services include:

« Capital investment and projects

+ Development appraisals

« Estate strategy

« Feasibility studies

» Finance optimisation

+ Highest and best use solutions

+ Market analysis

« Operator strategies

Whether you are an owner, operator or
investor, our understanding of the
challenges and opportunities of the
hospitality and leisure sectors will
support you in reaching your goals

Capital Markets

We advise our clients on how to maximise value
and returns through their investment in real estate.
Our services include:

« Asset identification

+ Acquisition

« Finance

» Disposal

+ Due diligence

+ Negotiation

« Structuring

« Tax
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Key contacts

We are members of Deloitte's Global Tourism, Hospitality and Leisure (“THL") industry group that brings together

teams globally with diverse experience and knowledge to provide customized solutions for clients in the broad

hospitality sector and across the full spectrum of the real estate community.

Robin Williamson MRICS
Managing Director

Tel +966 (11) 288 8611
Mob +966 (0) 54 1543 725
rwilliamson@deloitte.com

Martin Cooper

Director

Tel +971 (0) 4 506 4945
Mob +971 (0) 50 657 9028
marcooper(@deloitte.com

Grant Salter

Director

Hospitality

Tel +971 (0) 4 506 4778
Mob +971 (0) 50 658 4558
gsalter@deloitte.com

STR Global is part of the STR family of companies and is proudly associated with STR, STR Analytics and

HotelNewsNow.com

Philip Wooller

STR Global

Area Director

Middle East & Africa

Tel +971 (0) 4 376 8888
Mob +971 (0) 55 770 1202
PWooller@strglobal.com
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Use of the information contained in this document

The statistical information on hotel performance contained in this document has been compiled by Deloitte
Corporate Finance Limited (“Deloitte”) using data released by STR Global. Any reproduction of the statistical
information, in whole or part, must be attributed to “Deloitte and STR Global.”

Disclaimer

The information contained herein has been compiled and analysed by Deloitte and is intended to provide general
information on the concerned subject(s) and is not an exhaustive treatment of such subject(s). Accordingly, the
information is not intended to constitute accounting, tax, legal, investment, consulting or other professional advice
or services. The information is not intended to be relied upon as the sole basis for any decision which may affect
you or your business. Before making any decision or taking any action that might affect your personal finances or
business, you should consult a qualified professional adviser.

The information contained herein has been compiled as is, and Deloitte makes no express or implied representations
or warranties regarding the information contained herein. Without limiting the foregoing, Deloitte does not warrant
that the information contained herein will be error-free or will meet any criteria of performance of quality. Deloitte
expressly disclaims all implied warranties, including, without limitation, warranties of merchantability, title, fitness for
a particular purpose, non-infringement, compatibility, security and accuracy.

Prediction of future events is inherently subject to both known and unknown risks, uncertainties and other factors
that may cause actual events to vary materially. Your use of the information contained herein is at your own risk
and you assume full responsibility and risk of loss resulting from the use thereof. Deloitte will not be liable for any
special, direct, indirect, incidental, consequential, or punitive damages or any other damages whatsoever, whether
in action of contract, statute, tort (including, without limitation, negligence), or otherwise, relating to the use of the
information contained herein.

About Deloitte

Deloitte Corporate Finance Limited is a Company limited by shares, registered in Dubai International Financial Centre
with registered number CLO 748 and is authorised and regulated by the Dubai Financial Services Authority. A list of
members is available for inspection at Al Fattan Currency House, Building 1, Dubai International Financial Centre,
the firm’s principal place of business and registered office. Tel: +971 (0) 4 506 4700 Fax: +971 (0) 4 327 3637.

Deloitte below refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee, and its network of member firms, each of which is a legally separate and independent entity. Deloitte
Corporate Finance Limited is an affiliate of the UK and Middle East member firms of Deloitte Touche Tohmatsu
Limited. Please see www.deloitte.com/about for a detailed description of the legal structure of Deloitte Touche
Tohmatsu Limited and its member firms.

Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning multiple
industries. With a globally connected network of member firms in more than 150 countries, Deloitte brings world-
class capabilities and high-quality service to clients, delivering the insights they need to address their most complex
business challenges. Deloitte has in the region of 200,000 professionals, all committed to becoming the standard of
excellence. Deloitte's professionals are unified by a collaborative culture that fosters integrity, outstanding value to
markets and clients, commitment to each other, and strength from cultural diversity. They enjoy an environment of
continuous learning, challenging experiences, and enriching career opportunities. Deloitte's professionals are
dedicated to strengthening corporate responsibility, building public trust, and making a positive impact in their
communities.

About STR Global

STR Global provides clients-including hotel operators, developers, financiers, analysts and suppliers to the hotel
industry-access to hotel research with regular and custom reports covering Europe, Middle East, Africa, Asia/Pacific
and South America. STR Global provides a single source of global hotel data covering daily and monthly
performance data, segmentation data, forecasts, annual profitability, pipeline and census information. Hotel
operators can join the surveys on a complimentary basis and benefit from free industry data. STR Global is part of
the STR family of companies and is proudly associated with STR, STR Analytics and HotelNewsNow.com. For more
information, please visit www.strglobal.com.
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