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EDITORIN-CHIEF
Proenx—The glur of

ital ready to be invest-
?m hotels

than two years of under-
performing is downright scary—
but welcome—to some members
of the Lodging Industry Investment
Coundil.

The uncerwminty abour the
progress of the recovery was on the
minds of LIIC members as they
gathered for two HoTEL 8¢ MOTEL
MANAGEMENT-sponsored round-
rables held at The Arizona Biltmore
Resort & Spa in conjunction with
The Lodging Conference.

The main concern for some
LIC members is a dramatic
inerease of available asset prices that
cotld cause problems with future
valuation processes.

'mwmyd\hg;:ei: :hemt
kets turning, and theres going to
some assets released po the marker,”
said Glyn Acppel, executive v.p.,
business develapment for Le Meri-
dien Americas. “Someone was
quoted that there's $4 billion ready
to enter the horel marker, so you
have the new players that are say-
ing ‘Look at my yiclds. Horels lock
good. They've been devastated
because of Sept. 11, war, etc. Maybe

Ledging Industry
members CA. Anderson (Ieft) and Lany Shupnick
disouss the flow of money into the hatel industry.
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thar's the direction to go.’ If you
look at all the sophisticated hatel
investors, there'’sa chunk of money
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there, You have sophisticared
money, untophlsticated money
and a few deals, That iaa recipe for
disaster.”

.

Mike DeNleola, executive v.p,
and chief investment officer for
FelCor Lodging Trust, said the
investors with money waiting to
acquire horels might be a gond
thing during the short term for
sellers hecause they could increase

prices,

“There a lot of equity coming
10 the marker that doesn't have a
depth of experience in our induse
oy, DeNicolu suid, "As in past
recovery times, those typleally

i

Righ Contl of Baykin Lodging disousses ourrent trends in
the Industry a8 Mike Cahill (left, Jim Butler and Glyn
Aeppel fook on,
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come into our Industry now,
which pushes the pricinga fittle bir
because they're willing to pay
tmaybe more than those who have
too much expericnce, Sometimes
knowing too much hurts you in
getting a deal done.”

Mike Cahill, presidens of Hos-
plealicy Real Katate Counselorsand
one of LIIC chairmen, said there's
also going to be an opportunity for
uh:h flow |Iao nd‘nweﬁdm greater Jevels
than people anticipate,

! dml:'l; think you can under-
write honestly where some of the
cash flow will be six years from
now," Cuhill said, “We're still look-
ing at hotels that were doing
maybe $5 million cash Aow four
or five yeary ago, and now they're
doing $2.5 million. ... I guaran-
tee it's going to
come back and
he even greater,
o Call mien little
wptimistic, but u
lot of penple
who buy now
nre going to do
very wellin 2006
or 2007 when
they exit.”

Many 1IIC
members  said
they believe hav-

ing so much

LiC's misslon

The Ladging Industry Investment Councl
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conauttants,
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metiey coming into the lodging
industry from noneraditional
sources, such as Investment Aunds,
is good.

“It creates opportunicy for peo-
ple,” DeNicola said, “Its a
nitlon that our industry hmm
stantive value beyond just the stuff
we went 1o school for and like
being In Ie. When you see sophis-
ticated investors raising money to
came into this industry, it's posi-
tive for the induscry, 'he more we
can help those investors he suc-
censful with our industry, then the
mare opportunities that creares for
all of us”
veterans must proceed with caution
and not b two overzealous when,
and if, a buying frenzy occurs,

“Its good for the industry, buc

therels un opportunity window,”
said Larry Shupnick, senior v.p, of
development and acquisitions for
MeriSear Hospiality Corp, “How
long will it last, asid how long will
that reasonable money be available
for the hospitality industry before
it turns to another form of real-
estagel”

Jeff McKee, senior vip. of hos-
pirality for GE I'tanchise Finance
and a LIIC member, said it's
imporcan for the lending com-
muniey to maintaln the high sean-
dards that it has followed for the
past eight years,

“From where 1 sic as a lender,
there's a lot of equity coming in,
bue we're only going to look at the
wpericnced hotel people,” McKee
said, "We don't wane a lot of peo-
ple who don't understand the

industry coming in and bullding
whatever they wane. From a Jend-
ing pesspective, | won't allow chat
to happen,”

Regardless of lenders’ philoso-
phies, many LIIC members said

ownership,

getting to the point where
[companies) have seen the cycle
come and go and now they'se see-
inng an improvement in the cycle,”
said C.A, Andesson, senior v.p. of
development and acquisitions for
Linersiate Hotels & Resorts. “1fyou
donit want to be n the hosel busi-
news, now s probably a good dme
to get out. Now, or iss the next 18
months, you have one assetund sy
‘I rode the curve once and now |
might be at the bottom again.'
Thete’s 2 lot of thac going on,”

“We dn a lot of work with
lendums—not only with special ser-
vicers, but lenders who are actual
ly getting quite tired of restructur-
ing,” said Rick George, principal
with HREC Investment Advisors.
“We're going to see a groundswell
of significant assets in mjor mar-
kets that are going to become
available ar discounted prices,
based on current numbers, It's
going to be a very fun time in the
nexe 12 to 24 months.”
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