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Introduction

These are the key findings from the 2024 European Hotel
Industry and Investment survey, Deloitte’s annual survey of
executives in the hospitality industry, for their views on the
industry’s performance in the year ahead. The survey took
place between 7 August and 17 September 2024 and was
conducted online with nearly 100 executives including
owners, operators, lenders, developers and investors.

Based on analysis of survey data, we have examined the
key trends in the UK and European hospitality industry for
the year ahead, including the priorities, risks, growth
strategies and market performance.

We hope you find the insights from this research useful and
welcome your feedback.
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Executive summary

Hotel industry priorities and risks

For most hotel industry executives, managing
cashflow and improving performance are expected
to be the top two priorities in 2025. Maintaining
profitability and managing inflationary pressures
remain key priorities but have dropped down the
rankings from their top positions a year ago.
Growth through acquisitions is gaining traction
while hiring and attracting more staff, despite
dropping in the rankings, remains a key area of
focus for the year ahead.

Rising costs, labour challenges and high interest
rates remain the key immediate risks threatening
growth in the hotel industry in 2025. Risks
associated with political tension, cyberattacks and
over-tourism have risen significantly this year.
Executives expect growing risks for the hotel
industry in the next one to three years to come
from an inability to raise prices and Gen Al
disruptions.

© 2024 Deloitte LLP. All rights reserved.

Key growth strategies
Sustainability

65% of respondents cite regulatory compliance as
the main external driver of their organisation’s
sustainability strategy. Other influences on
strategy include socio-economic benefits, such as
becoming a circular business or adopting
technologies to report on sustainability across the
entire value chain of the organisation, consumer
demand, and stakeholder pressure.

Over three in four respondents (84%) agree that
collaboration and leadership commitment are the
key enablers of their organisation’s sustainability
strategy in 2025. However, measuring
environmental impact and translating strategies
into action remain a challenge. Many respondents
(40%) disagree that transitioning to net zero will
be a top priority for their organisation in the next
12 months.

M&A

A surge in M&A activity is expected in the year
ahead with one in two businesses (54%) saying
they plan more acquisitions. The focus is on
strategic partnerships or joint ventures (JVs) and
acquisitions in high-growth markets and key

destinations. While companies are actively
managing their portfolios, transforming and
reviewing assets, only one in three (33%) are
expecting to make divestitures.

Technology

Most organisations are investing in digital
transformation to gain efficiencies and reduce
costs including investing in data analytics, digital
services and enabling future of work capabilities.
However, they are more divided regarding
investment in smart technologies and automation
to optimise cost (60% are v. 46% are not) or to
serve customers (26% are v. 38% are not).

Two-thirds of respondents report that their
organisation is either exploring or not yet
considering Al solutions. Only one in ten
organisations are currently implementing Al
solutions and one in five are at the piloting stage.
Our findings indicate the size of the opportunity
but also the need for a better understanding of
how to implement Al at scale.

Findings from the European Hotel Industry and Investment Survey



Executive summary (cont’d)

UK market

Three out of four respondents (72%) say they are
optimistic about the long-term future of the UK hotel
market. Over a half of respondents (59%) also believe
investment into the UK market will grow materially in
the next five years, and a similar proportion (54%)
expects profitability to improve over the same period.
These expectations are lower compared with last year,
when 64% of respondents expected growth and
improving profitability for the UK hotel market over a
five-year period.

Most survey respondents (81%) say they expect a growth
of one to five per cent in London’s Revenue Per Available
Room (RevPAR), while 70% of respondents anticipate a
RevPAR of one to five per cent in the UK regions in 2025.
The results show that RevPAR growth expectations are
lower for both London and the UK regions compared to
last year, due perhaps to economic uncertainty, pointing
to cautious optimism about the UK hotel sector's
recovery.

Most respondents expect growth in Gross Operating
Profit per Available Room (GOPPAR) to be between one
and five per cent in both London (65%) and the UK
regions (56%) in 2025. These expectations are lower
than a year ago. However, last year the range of
expectations across negative and positive GOPPAR
growth was wider. So although expectations are lower
for 2025, they now appear to be more consistent.

© 2024 Deloitte LLP. All rights reserved.

Executives have higher expectations for EBITDA multiples
for 2025 compared to last year, especially in London,
where over one in three respondents expect multiples of
more than 16 times, compared to just one in five last
year. This is higher than in the regions, where one in two
expect multiples of 8 to 12 times reflecting the relative
attractiveness of the London market. However, due to
continued volatility and inflationary pressures in the
sector, there was a higher proportion of undecided
respondents this year.

Edinburgh continues to be the most attractive city for
hotel investment in 2025, for the fourth consecutive
year, with Oxford retaining second place. Manchester
moves up to third, while Cambridge, Bristol, Cardiff and
York all drop in the rankings compared to last year.

In 2025 the most attractive asset class for investment is
expected to remain hotels, followed by student housing.
Co-living is gaining traction, having more than doubled
its appeal, compared with 2024.

When asked about the most attractive hotel chain scale
segments for investment in 2025, ‘upper upscale’ (24%)
and ‘luxury’ (22%) are the preferred choices, in line with
the growth seen in hotels offering premium experiences.

Our findings suggest that investors are seeking
opportunities in segments that offer a clear value
proposition and cater to specific consumer segments.
Value-focused ‘economy’ hotels (17%) are the third most
sought after segment, indicating continuing investor
interest in both ends of the market, while ‘upper
midscale’ (14%), ‘upscale’ (13%) and ‘midscale’ (10%),
have less appeal. These findings point to a potential shift
in investor focus towards more distinct offerings, either
in the upper or lower ends of the market.

Private equity remains the largest source of equity
capital for UK hotel acquisitions in 2025. After declining
in recent years, private equity saw a ten-percentage
point increase compared to the same period a year ago,
a sign of growing expected M&A activity in the sector.

Apart from domestic investors, the geographies investing
most in the UK hotel sector include North America
(39%), Europe (26%) and MENA (25%). However, with
slowing economic activity in EMEA and China, there has
been a drop in the proportion of respondents
mentioning these markets as the primary sources of
finance for the UK hospitality sector.

Findings from the European Hotel Industry and Investment Survey 5



Executive summary (cont’d)

European market

With the exception of the UK and Ireland, where
the investment cycle seems on the upturn,
sentiment towards key western European
countries is more negative, with Germany, France
and the Netherlands experiencing a downturn,
according to our survey respondents.

Investment trends across southern Europe appear
mostly positive this year, with Spain and Portugal
remaining on the up and Italy turning more
positive. Greece, however, is showing signs of
entering a trough.

London remains the most attractive European city
for hotel investment in 2025. Paris and Madrid
have moved up two places to secure the second
and third positions respectively, while Amsterdam
has dropped to fourth position. Other cities
attracting investment this year include Berlin,
Copenhagen and Prague. Porto is a new entry in
the 2025 rankings, in 12th position.

© 2024 Deloitte LLP. All rights reserved.

In Europe, hotels remain the most attractive asset
class for investment in 2025 followed by branded
residences. The attractiveness of hostels as an
investment asset has increased by six percentage
points compared to last year.

More than half our respondents (59%) expect
finance for hotel investment to be sourced from
Europe, closely followed by North America (41%)
and the Middle East and North Africa (36%). The
UK's contribution to European hotel investment is
on the rise, with 30% of executives anticipating
the UK to be a major source of funding, reflecting
a recovery in economic activity. Only 4% of
respondents see China as a major source of
investment, and a mere 3% expect significant
capital flows from India. This suggests a shift in
investment patterns, with traditional western
sources of investment continuing to dominate the
European hotel landscape.

Findings from the European Hotel Industry and Investment Survey

Private equity remains the main source of equity
finance for European hotel acquisitions, with 36%
of respondents expecting it to be the largest
source of equity capital in 2025. Real estate funds
and REITs are also expected to play a role, cited by
15% of respondents as the likely primary source of
equity. However, financing from both sovereign
wealth funds and hotel funds are expected to lose
momentum in the coming year, reflecting a
potential shift in investment strategies.
Traditional debt financing is regaining prominence
in the European hotel market, with 54% of
respondents expecting it to be the most common
source of financing in 2025. Senior bank loans are
also expected to gain traction, with 37% of
respondents predicting their widespread use.
Alternative lenders, which previously held the top
spot, have lost momentum, now expected to be
the primary source of debt finance by just 43% of
respondents, compared to 55% in the previous
year.
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Priorities and risks in the hotel market
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Key business priorities

For most hotel industry executives, managing cashflow and improving performance are expected to be the top two
priorities in 2025. Maintaining profitability and managing inflationary pressures remain key priorities but have dropped
down the rankings from their top positions a year ago. Growth through acquisitions is gaining traction while hiring and
attracting more staff, despite dropping in the rankings, remains a key area of focus for the year ahead.

Q18. What are your key priorities over the next 12 months?

Managing cashflow/cash —74% 88% 43
Improving performance —71% 86% +3
Maintaining or increasing profitability 86 o
Managing inflationary pressure - WA 019 -3
Growth through acquisitions —58% 71% +5
Hiring and attracting more staff | 71‘V7o3% 2
Strengthening stakeholder relationships —63% 62 =
Adapting to new consumer behaviours e —— 61(;/;% =
Product or service innovation* 0%_ = NA
Increasing supply chain resilience and performance _— 41;/(‘,'/0 +1
Launching sustainability and climate change initiatives s 61% -1
Re-financing - WbJj 6% 5
Addressing infrastructure gaps, digital upskilling, bandwidth and cybersecurity limitations _28% g -1
Partnering with other organisations in and outside the hospitality sector _19% 39% e s e +2
Accelerating digital transformation and investment in Al _22% 2 W +1

H 2024 (n=87) 2023 (n=75)
© 2024 Deloitte LLP. All rights reserved. Findings from the European Hotel Industry and Investment Survey 8



Risks to the hotel industry

Rising costs, labour challenges and high interest rates remain the key immediate risks threatening growth in the hotel industry in
2025. Risks associated with political tension, cyberattacks and over-tourism have risen significantly this year. Executives expect
growing risks for the hotel industry in the next one to three years to come from an inability to raise prices and Gen Al disruptions.

Q17: What are the key risks to the hotel industry in the next five years ?

Position compared to 2023 for ‘Already threatening’
Rising costs/input inflation 79% 13% 2% =
Labour/workforce challenges 77% 17% +1
Interest rates 71% 11% 6% -1
I Political tension 67% 20% W% 7|
Managing profitability* 66% 21% 3% -
Limited transactional activity due to unrealistic sales expectations* 54% 21% 2% +2
Lack of economic growth 53% 32% 7% 2
Technology disruption/cyberattacks 9% 76% 2% +5
Demand fluctuations 45% 34% 6% +6
Lack-of ablo: 4+ +opportuAit VETY2 249 72 -
I a P ~AnA £ tak:' Lod I"I ,I 38% 159% - — I
frcreasedregutatory borderT 36% 28% —S%
Supply chain resilience 29% 20% . 8% "
Overtouks III | 3 A-towards-tourists 28% 329 _ &2
Competition from new entrants or alternative business models (e.g. sharing economy, co-working) 26% 29% . 8% +9
I k'l'+, + i P H 26% ALOL —J0r LD
Euro Exit trado 2E0, 14% - =
Qtherolease specifu) 25% B%nl0% =
Hotel supply 23% 22% % vl
Climate change disruptions 23% 26% 3% +3
Stakeholder demands aside from financial returns 22% 21% 9% -2
Currency fluctuations 16% 25% 3% +1
Lower risk this year Customer data limitations** 14% 21% 6% NA
Generative Al disruptions* 11% 43% S 18% +3
Higher risk this year Non-compliance with growing sustainability agenda 10% 29% 3% =
Already threatening growth this year High risk in one to three years M High risk but over three years away

Note: *New category added in 2023** New category added in 2024 ; n=87 — Note: chart does not show ‘Don’t Know’; ‘Not a risk’.

© 2024 Deloitte LLP. All rights reserved. Findings from the European Hotel Industry and Investment Survey 9



Key growth strategies
Sustainability and climate, M&A expectations, Digital transformation and

Al adoption

© 2024 Deloitte LLP. All rights reserved. Findings from the European Hotel Industry and Investment Survey
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Sustainability and climate

65% of respondents cite regulatory compliance as the main external driver of their organisation’s sustainability strategy. Other
influences on strategy include socio-economic benefits, such as becoming a circular business or adopting technologies to report
on sustainability across the entire value chain of the organisation, consumer demand, and stakeholder pressure.

Q14: What are the top external drivers behind our organisation’s sustainability strategy? (Please select three)*

Regulatory reporting, compliance and policy

Social and economic benefits

Consumer demand for sustainability

Stakeholders

Financial incentives

Staff retention

Other (please specify)

There is currently no incentive for my business to drive a sustainability strategy

m 2024 (n=92)

59%

49%

47%

17%

8%

2%

0%

65%

Note: *question added in 2024, n=92
© 2024 Deloitte LLP. All rights reserved.
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Sustainability and climate

Over three in four respondents (84%) agree that collaboration and leadership commitment are the key enablers of their organisation’s
sustainability strategy in 2025. However, measuring environmental impact and translating strategies into action remain a challenge.
Many respondents (40%) disagree that transitioning to net zero will be a top priority for their organisation in the next 12 months.

Q15: Thinking about your organisation or portfolio’s sustainability strategy (if any), to what extent do you agree or disagree with the following statements?* )))

Collaboration with partners, suppliers, customers, and competitors is key to drive change around 84%
sustainability in our industry. I 1%

. . . - 79%
Our leaders are convinced of the value of implementing a sustainability strategy. - o )
(o]

0,
Sustainability is a competitive differentiator in the market. - my 67%
0

We face challenges in accurately measuring and reporting our environmental impact, such as 67%
carbon emissions and resource usage. R 3%

We have implemented new processes, data access, governance and the necessary infrastructure 65%
to collect and report sustainability data. e %

60%
Translating our sustainability vision from strategy to implementation is challenging.
N 10%

. . e 52%
We can demonstrate the cost savings and return on investment of our sustainability initiatives. _ e ?
()

s L . . . ) . 43%
Sustainability issues in existing hotel inventory negatively impact re-financing. _ g ’
()

23%

Transitioning to net-zero is a top priority in the next 12 months. _ P
(o]

Strongly agree/agree B Strongly disagree/disagree

Note: *question added in 2024, (n=92)
© 2024 Deloitte LLP. All rights reserved. Findings from the European Hotel Industry and Investment Survey 12



M&A expectations in next 12 months

A surge in M&A activity is expected in the year ahead with one in two businesses (54%) saying they plan more acquisitions. The
focus is on strategic partnerships or joint ventures (JVs) and acquisitions in high-growth markets and key destinations. While
companies are actively managing their portfolios, transforming and reviewing assets, only one in three (33%) are expecting to make

divestitures.

2>

Q19: Thinking about M&A activity in the sector and your business’ strategy, to what extent do you agree or disagree with the following statements?*

We anticipate that the level of competition for hotel acquisitions will increase in 2025

Our company is looking for strategic partnerships or joint ventures as part of our growth strategy

Our ideal acquisition target will allow our company to enter a new, high-growth business or
market

Our company actively seeks to acquire hotel properties in key tourist destinations

In the next 12 months we expect to increase the number of acquisitions we make compared with
the last 12 months

We are currently investing in asset transformation to enhance exit value

In the last 12 months our company has increased the frequency of asset/portfolio reviews
compared with the prior 12 months

Our ideal acquisition target is acquiring a smaller company in the same or similar market

In the next 12 months we expect to increase the number of divestitures we make compared with
the last 12 months

Our company is pursuing vertical integration as a strategy

Strongly agree/agree

B %

PN 15%

N 7%

PN 10%

PN 1%

N 9%
P 14%
N 15%
. 23%

23%

e 26%

37%

33%

M Strongly disagree/disagree

70%

62%

56%

55%

54%

52%

46%

Note: *question added in 2024; n=87
© 2024 Deloitte LLP. All rights reserved.
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Digital transformation

Most organisations are investing in digital transformation across their business to gain efficiencies and reduce costs,
including investing in data analytics (75%), digital services and products (70%), and enabling the future of work
capabilities (67%).

Q20: Thinking about your business’ digital transformation, to what extent do you agree or disagree with the following statements?*

75%
We are investing in data and analytics.
14%
70%
We are investing in digital products and services.
I -
67%
We are investing in digital solutions that enable the future of work. -
11%

0,
We are investing in smart technology solutions and automation to transform and optimise our e

operating costs.

46%

()
We are implementing robotics and automation as part of the customer service we offer our g

guests.

38%

Strongly agree/agree M Strongly disagree/disagree

Note: *question added in 2024; n=87

© 2024 Deloitte LLP. All rights reserved. Findings from the European Hotel Industry and Investment Survey 14



Digital transformation (Hotel operators vs Hotel investors)
Both hotel investors and operators are prioritising data analytics, and digital products in their digital transformation
strategies. This shared focus underscores the growing importance of data-driven decision-making in the hospitality sector.

Q20: Thinking about your business’ digital transformation, to what extent do you agree or disagree with the following statements?*

Hotel operator Hotel owner/investor

88% 63%

We are investing in data and analytics.
I 3% 0%

83% 56%
We are investing in digital products and services.
B i~

We are investing in smart technology solutions and 75% 41%

automation to transform and optimise our operating costs. - 10% - 9%

We are investing in digital solutions that enable the future 73% 56%

of work. . 8% - 29

We are implementing robotics and automation as part of 35% 15%

the customer service we offer our guests. _ 33% _ o

Strongly agree/agree B Strongly disagree/disagree

Note: *question added in 2024; n=87

© 2024 Deloitte LLP. All rights reserved. Findings from the European Hotel Industry and Investment Survey 15



Al adoption

Two-thirds of respondents report that their organisation is either exploring or not yet considering Al solutions. Only one in
ten organisations are currently implementing Al solutions and one in five are at the piloting stage. Our findings indicate the
size of the opportunity, but also the need for a better understanding of how to implement Al at scale.

Q16: Where would you say your organisation is when it comes to Al implementation?

HUMAN COLLABORATION: Al solutions that enhance and collaborate with human capabilities

We have implemented some of these solutions e 14% H 2024 (N=92)
We are piloting some of these solutions - 21%
We are considering some of these solutions T 39%
This is not something we are looking at yet s 21%
Don’t know [N 5%

We have implemented some of these solutions e 16%
We are piloting some of these solutions I 17%
We are considering some of these solutions T 43%
This is not something we are looking at yet FET . 18%
Don’t know I 4%

We have implemented some of these solutions e 13%
We are piloting some of these solutions T 20%
We are considering some of these solutions I, A
This is not something we are looking at yet I 18%
Don’t know I 8%

Note: *question added in 2024; n=92

© 2024 Deloitte LLP. All rights reserved. Findings from the European Hotel Industry and Investment Survey 16



Al adoption (Hotel operators vs Hotel investors)

Hotel operators are outpacing investors in their view of their organisation’s implementation of Al solutions that enhance
human capabilities. By contrast, a larger number of investors are considering Al solutions that help predict for better decision
or that automate tasks compared to operators, suggesting a potential disconnect between the interests in Al between those
own the assets and those that operate them.

Q16: Where would you say your organisation is when it comes to Al implementation?

HUMAN COLLABORATION: Al solutions that enhance and collaborate with human capabilities

We have implemented some of these solUtions 10% 21%  Hotel operator M Hotel owner/investor

We are piloting some of these solutions
Al e ganela s sse ol e el o
This is not something We are 100KiNg at Vet 24%
Don’t know | p— 10%

DECISION SUPPORT: Al solutions that provide insights, predictions and recommendations to help make optimal and informed business decisions

; i e 249
We have implemented some of these solutions ey 3% °

We are piloting some of these solutions L — 2%
We are Considering Some of these SolUtioNs S 15

This is not something we are 00KiNg at Yot 17% 19%

e —

AUTOMATION: Al solutions that help streamline and automate tasks, generate content, plan activities and execute end-to-end business processes with little or no human intervention

i oy —
We have implemented some of these solutions ™ o/ 21%

We are piloting some of these solutions | 1705 "
ideri o — 3 870
WEEIREIHE R et e | ——— |
This is not semething we are looking at Vet |
17%

Don’t know

Note: *question added in 2024; n=92

© 2024 Deloitte LLP. All rights reserved. Findings from the European Hotel Industry and Investment Survey 17
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Sentiment for UK market

Three out of four respondents (72%) say they are optimistic about the long-term future of the UK hotel market. Over a half
of respondents (59%) also believe investment into the UK market will grow materially in the next five years, and a similar
proportion (54%) expects profitability to improve over the same period. These expectations are lower compared with last
year, when 64% of respondents expected growth and improving profitability for the UK hotel market over a five-year
period.

Q7: Please indicate whether you agree or disagree with the following statements

| am optimistic about the long-term future (5 years+) of the UK hotel market H Agree strongly/Agree slightly

2024 (=92 ) e 72%

2023 (n=75) M 73%

2022 (n=102) . 66%

2021 (=716 . 76%
2020 (n=119) . 71%

20024 (IN="9.2 ) . 59%

200233 (IN=75) . 64%
2022 (n=102) . 48%

20021 (N="76) . 67%
2020 (=119 ) . 57%

2024 (n=92) . 54%

2023 (n=75) . 64%
2022 (n=102) . 38%

2021 (n=76) e 41%

2020 (n=119) GG 61%

© 2024 Deloitte LLP. All rights reserved. Findings from the European Hotel Industry and Investment Survey 19



Growth in Revenue per Available Room (RevPAR) expected in 2025 vs. previous years
Most survey respondents (81%) say they expect a growth of one to five per cent in London’s Revenue Per Available Room
(RevPAR), while 70% of respondents anticipate a RevPAR of one to five per cent in the UK regions in 2025. The results show
that RevPAR growth expectations are lower for both London and the UK regions compared to last year, due perhaps to
economic uncertainty, pointing to cautious optimism about the UK hotel sector's recovery.

m 2023 (n=75) 2022 (n=102) 2021 (n=76) 2020 (n=127) 2019 (n=104)

0% 3% 2% 1% 26% 4%
<-3% -39 _20, o _20, _20, _20,
° ] 1% 3% | 1% <3% o % 3% 0% 3% W 7% 3% B 10%
2% 1% 3% 1% 9% 10%
-1--3% -1--3% 1--39 -1--39 -1--39 -1--39
¢ | 2% o om 1--3% Lo 1--3% | 3% 1--3% 1 7% 1--3% B 0%
9 0, 6% 0,
0% .2;,% 0% l71/;ly 0% | | si/ 0% |4%/% 0% ls?)afy 0% -126/00/
(] (] 0 () (o]
48% 28 % 18% 8 % 9% 53%
T s . o el kY ol Bt Bl EC
33% 33% 25% 20% 10% 10%
4_50 =y ¢) L0, L0 Lo, 4_ ()
% Ns% %l s % 5%l 23% %l 17% 5% I 10% 3% |7 9
oo, | 1% e 21% e 16% e 11% e 4% 679 0%
6m|1% 6”’|3% 6”’|3% 6m|5% 6”’|5% % oo
oo, 0% ao, | 1% oo 5% oo 7% a0 | 2% g gy, 0%
89A>|1% 8-9% | 89A:|3% 894.8% SMIZ% % oo
., 0% Lol 1% ) 7% . 39% ) 27% oy, | 0%
>9% 0% >9% 0% >9% | a% >9% Bl 26% >9% Bl 21% ° 0%
. 14% ‘ 4% \ 19% . 5% . 8% . 5%
Don't know - 179% Don't know . 12% Don't know - 229% Don't know I 9% Don't know . 10% Don't know I 7%

© 2024 Deloitte LLP. All rights reserved.
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Growth in RevPAR expected in 2025 (Hotel operators vs Hotel investors)

Investors are highly optimistic about London, with 79% forecasting RevPAR growth between 1-5%. In contrast, operators
are more cautious, with 40% predicting 1-3% growth and another 36% anticipating a more robust 4-5% increase. In the
regional UK, investors are expecting 79% RevPAR growth between 1-3% compared to 45% of investors. This difference
highlights a potential disconnect between investor sentiment and that of operators in the regions.

Q2: What level of RevPAR (Revenue per Available Room) growth do you expect to see in London and in the Regional UK in 2025?

Hotel operator (n=42)

] 0%
<-3% . 2%

. 2%
-1--3% 2%

0%
0% mEm 7%

_ 40%
5
- r 36%
4-5% 17%

_ 2%

. 0%
89% W 2%
>9% 0%

0%

! 19%

<-3%

-1--3%

0%

1-3%

4-5%

6-7%

8-9%

>9%

Don't know

Hotel owner/investor (n=29)

0%
0%

0%
0%

7%
7%

79%

31%

0%

0%
0%

0%
0%

0%
0%

14%

© 2024 Deloitte LLP. All rights reserved.
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Growth in GOPPAR (Gross Operating Profit per Available Room) expected in 2025

Most respondents expect growth in Gross Operating Profit per Available Room (GOPPAR) to be between one and five per
cent in both London (65%) and the UK regions (56%) in 2025. These expectations are lower than a year ago. However, last
year the range of expectations across negative and positive GOPPAR growth was wider. So although expectations are lower
for 2025, they now appear to be more consistent.

w 2023 (n=75) 2022 (n=102) 2021 (n=76) 2020 (n=127) 2019 (n=104)

<-3%

-1--3%

3%
| 3%

3%
I 5%

0%

1-3%

4-5%

12%
M 20%

55%

N 47%

10%
B 9%

6-7%

8-9%

>9%

Don't know

2%
0%

0%
0%
0%
0%

14%

B 16%

<-3%

-1--3%

0%

1-3%

4-5%

6-7%

8-9%

>9%

Don't know

1%
I 5%

8%
B 15%

19%

B 3%

33%
N 31%

25%
3%

3%
| 3%

1%
0%
1%
0%

8%
M 6%
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<-3%

-1--3%

0%

1-3%

4-5%

6-7%

8-9%

>9%

Don't know

29%

B 21%
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Growth in GOPPAR expected in 2025 (Hotel operators vs Hotel investors)

Both groups are largely concentrated in the 1-3% growth range for London, with 69% of investors and 48% of operators predicting this
outcome. However, there is a notable difference in sentiment at the lower end of the spectrum. Nearly one-fifth (19%) of operators anticipate
flat or negative GOPPAR growth for London, compared to only 10% of investors. In the regions, 55% of investors and 40% of operators are
expecting modest GOPPAR growth (1-3%) and 29% of operators anticipate flat or negative GOPPAR growth, compared to 24% of investors.
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Pricing multiples expected in 2025

Executives have higher expectations for EBITDA multiples for 2025 compared to last year, especially in London, where over one
in three respondents expect multiples of more than 16 times, compared to just one in five last year. This is higher than in the
regions, where one in two expect multiples of 8 to 12 times reflecting the relative attractiveness of the London market.
However, due to continued volatility and inflationary pressures in the sector, there was a higher proportion of undecided
respondents this year.

Q4: What EBITDA multiples of pricing do you expect to see in London and in the regional UK in 2025?

w 2023 (n=75) 2022 (n=102) 2021 (n=76) 2020 (n=127) 2019 (n=104)
La%ll% <8x <8 E%n%
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Pricing multiples expected in 2025 (Hotel operators vs Hotel investors)

Investors anticipate significantly higher EBITDA multiples for London compared to operators. Over 69% of investors expect
multiples over 15 times, while 26% of operators expect an 8-12 times multiple. In the regions, 41% of investors predict an
11-12 times multiple, while 33% of operators expect 8-10 times. This difference suggests investors may have a slightly
more optimistic outlook for regional UK valuations compared to operators.

Q4: What EBITDA multiples of pricing do you expect to see in London and in the regional UK in 2025?

Hotel operator (n=42) Hotel owner/investor (n=29)
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Most attractive cities for hotel investment in 2025

Edinburgh continues to be the most attractive city for hotel investment in 2025, for the fourth consecutive year, with
Oxford retaining second place. Manchester moves up to third, while Cambridge, Bristol, Cardiff and York all drop in the

rankings compared to last year.

Q1: Which of the following cities in the Regional UK do you see as being the most attractive for hotel investments in 2025?

)) 4

Most attractive cities for hotel investment (multiple answers possible)
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UK investment opportunities
In 2025 the most attractive asset class for investment is expected to remain hotels, followed by student housing. Co-living
is gaining traction, having more than doubled its appeal, compared with 2024.

Q13: Which of the following do you see as the most attractive investment opportunity to invest in UK in 2025?

Most attractive asset classes to invest in the UK in the next year (multiple responses possible)

m 2024 (n=92) H 2023 (n=75) H 2022 (n=102)
51%
39%
7% 27%
24%
21%
16%
14%
11%
4% 4% 4% 4% D e 3%
. 2% 1 . 2% o 3% 3 5
Hotels Student housing Co-living Hostels Branded residences* Holiday parks Co-working Rental by owners Other Serviced apartments**

Note: * New category added in 2024
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Attractive hotel segments for investment in 2025

When asked about the most attractive hotel chain scale segments for investment in 2025, ‘upper upscale’ (24%) and
‘luxury’ (22%) are the preferred choices, in line with the growth seen in hotels offering premium experiences. Our findings
suggest that investors are seeking opportunities in segments that offer a clear value proposition and cater to specific

consumer segments.

Q21: What segment is the most attractive hotel segment to invest in 2025? *

Upper Upscale 24%

Luxury 22%

Economy 17%

Upper Midscale 14%

Upscale 13%

Midscale 10%

= 2024 (n=87)

Note: *question added in 2024
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Source of equity capital for UK hotel acquisitions in 2025
Private equity remains the largest source of equity capital for UK hotel acquisitions in 2025. After declining in recent years,

private equity saw a ten percentage point increase compared to the same period a year ago, a sign of growing expected
M&A activity in the sector.

Q5: Which of the following do you expect to be the largest source of equity capital for UK hotel acquisitions in 2025?

Source of equity capital for UK hotel acquisitions ))
M 2024 (n=92) mW2023(n=75) m2022(n=102) m2021(n=76) M2020(n=123) M 2019 (n=101)
62%°3%
39%
31%
0,
29% 28% 28%
16‘7
13% 14% ) 13/, 5 13%13/14% 15% -
11% 11%11% 12% 11% 0
\ 10%
% 7% 6% 6% 6%
© 2% 3% 3% ¢} 5% o 4% 5%
1% 1% %
---_ -
Private Equity Institutional investors Family Offices Real estate funds and REITs Hotel funds Trade (i.e. hotel Sovereign Wealth Funds Don’t know
brand/operator)

Note: * New category added in 2022
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Country source of hotel investment into the UK hospitality sector

Apart from domestic investors, the geographies investing most in the UK hotel sector include North America (39%), Europe
(26%) and MENA (25%). However, with slowing economic activity in EMEA and China, there has been a drop in the
proportion of respondents mentioning these markets as the primary sources of finance for the UK hospitality sector.

Q6: From where do you think the majority of UK hotel investment will be sourced in 2025?

)) 4

Country source of hotel investment (multiple answers possible)
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European investment cycle sentiment

With the exception of the UK and Ireland, where the investment cycle seems on the upturn, sentiment towards key
western European countries is more negative, with Germany, France and the Netherlands experiencing a downturn,
according to our survey respondents.

Phase of the hotel investment cycle ))
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Views on phase in the European investment cycle

Investment trends across southern Europe appear mostly positive this year, with Spain and Portugal remaining on the up
and ltaly turning more positive. Greece, however, is showing signs of entering a trough.

Phase of the hotel investment cycle
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Top ten most attractive European cities for hotel investment in 2025

London remains the most attractive European city for hotel investment in 2025. Paris and Madrid have moved up two
places to secure the second and third positions respectively, while Amsterdam has dropped to fourth position. Other cities
attracting investment this year include Berlin, Copenhagen and Prague. Porto is a new entry in the 2025 rankings, in 12th

position.

Q8: Which of the following cities in Europe do you see as being the most attractive for hotel investment in 2025?

Most attractive European cities for hotel investment (multiple answers possible) ))
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European investment opportunities
In Europe, hotels remain the most attractive asset class for investment in 2025 followed by branded residences. The
attractiveness of hostels as an investment asset has increased by six percentage points compared to last year.

Q13: Which of the following do you see as the most attractive opportunity to invest in Europe in 2025?

Most attractive asset classes to invest in Europe in the next year (multiple responses possible) ))
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Source of hotel investment into Europe

More than half our respondents (59%) expect finance for hotel investment to be sourced from Europe, closely followed by North
America (41%) and the Middle East and North Africa (36%). The UK's contribution to European hotel investment is on the rise, with
30% of executives anticipating the UK to be a major source of funding, reflecting a recovery in economic activity.

Q12: From where do you think the majority of hotel investment in Europe will be sourced in 2025?

) 4

Source of hotel investment into Europe (multiple answers possible)
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2025 sources of equity capital

Private equity remains the main source of equity finance for European hotel acquisitions, with 36% of respondents
expecting it to be the largest source of equity capital in 2025. Real estate funds and REITs are also expected to play a role,
cited by 15% of respondents as the likely primary source of equity. However, financing from both sovereign wealth funds
and hotel funds are expected to lose momentum in the coming year, reflecting a potential shift in investment strategies.

Q10. Which of the following do you expect to be the largest source of equity capital for hotel acquisitions in Europe in 2025?

Largest source of equity capital for hotel acquisitions in Europe in the next year
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Source of debt financing in the European hotel market

Traditional debt financing is regaining prominence in the European hotel market, with 54% of respondents expecting it to-be
the most common source of financing in 2025. Senior bank loans are also expected to gain traction, with 37% of
respondents predicting their widespread use. Alternative lenders, which previously held the top spot, have lost momentum,
now expected to be the primary source of debt finance by just 43% of respondents, compared to 55% in the previous year.

Q11. Which of the following do you expect to be the most common sources of debt financing in the European hotel market in 2025?

Most common source of debt financing in the European hotel market in the next year (multiple answers possible)
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Appendix
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European Hotel Industry and Investment survey questions

Which of the following cities in the
regional UK do you see as being the
most attractive for hotel investments
in 20257

What level of RevPAR (Revenue per
Available Room) growth do you expect
to see in London and in the Regional
UK in 20257

What level of GOPPAR (Gross
Operating Profit per Available Room)
growth do you expect to see in London
and in the regional UK in 20257

What EBITDA pricing multiples do you
expect to see in London and regional
UK in 20257

Which one of the following do you
expect to be the largest source of
equity capital for UK hotel acquisitions
in 20247

**New questions added in 2024

Q10

From where do you think the majority
of UK hotel investment will be sourced

in 20257 Qi1

Sentiment for UK market. Please
indicate whether you agree or
disagree with the following state

Which of the following cities in Europe
do you see as being the most attractive
for hotel investment in 2025?

Qi3

In which phase of the investment
cycle do you think the following
markets are?

Which of the following do you expect
to be the largest source of equity
capital for hotel acquisitions in
Europe in 20257

Which of the following do you expect
to be the most common sources of
debt financing in the European hotel
market in 2025?

Qile*

Where do you think the majority of
hotel investment in Europe will be
sourced from in 20257

Which of the following do you see as
the most attractive investment
opportunity in Europe and UK in 20257

What are the top external drivers
behind your organisation’s
sustainability strategy?

Thinking about your organisation or
portfolio’s sustainability strategy

(if any), to what extent do you agree or
disagree with the following statements?

Q21*

Where would you say your
organisation is positioned when it
comes to Al implementation?

What are the key risks to the hotel
industry in the next five years?

What are your key priorities in the
near and more distant future?

Thinking about M&A activity in the
sector and your business M&A
strategy, to what extent do you
agree or disagree with the following
statements?

Thinking about your business’s digital
transformation, to what extent do
you agree or disagree with the
following statements?

Which segment is the most attractive
hotel segment to invest in 2025?
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Respondents profile

Respondent’s Country Respondents Geography Respondents Role
In which country are you based? Which geographies do you cover as part of your professional role? Which of the following best describes your organisation?
n = 92; multiple n = 92; multiple
n=92 . .
answers possible answers possible

UK I 63%

Hotel operator |G 46%

Ireland BN 8% 58.7%
56.5%

France M 4% .
Hotel owner/investor [ 0%

Germany M 3%

The Netherlands 1l 8% Real estate investor - 16%

Belgium 1 1%
& ° 39.1%

Spain mE 5% Real estate developer - 12%
Switzerland | 1%

ltaly W 2% Advisor [l 8%

Portugal 1 1%
Lender [ 4%

us I 1%
China 0% Country official 0%
India = 0%
Russia 0% Media | 1%

Other (please specify) B 2%

' i 9 Other (please specify) [] 4%
Don't know/Not applicable | 0% UK Continental Europe Global
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