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d New economy

By Stephanie Ricca o o y'.iason Q. Freed
EDITORIN CHIEF . SENIOR EDITOR SEE RELATED

New YOrk-A year ago, members of industry think tanl\;_;he_lﬁgdga-v:'e-':" — NEw. YORK-There was a general consensus at the STORY:
ing Industry Investment Council forecastedi@financing slowdown. NYU International Hospitality Industry Invest Ge,g%gg%g ‘ tset\(\)gy
Six months ago, they were deep in solution-secking ment Conference in June that as far as the lodg-  page 32
mode, and today they are debating what microindi- o ing industry is concerned, the worst is behind
cators might start the turnaround. B g us and we've flat-lined at the bottom of a
On May 31, before the opening of the NYU s - = trough. But no one could agree on when a recovery will begin
International Hospitality Industry Investment iy or how long it will take. And this time, hoteliers weren't will-
Conference, six members of LIIC met with : ing to make guesses.
HorteL & MoTEL MANAGEMENT editors for ; “You never read abouta psychic winning the lottery,” said
a roundtable discussion, and for the firsttime in a yedr, o R © Eric Danziger, president and CEO of Wyndham Hotel
some of the brokers, financiers, lawyers and owners in at- ¥ R AL Group, during the conference. “The ability to forecast is
tendance had real examples—albeit small ones—that ol 2 : J justaguess on all of our parts. Its beginning to rebound.
See LIIC panel | page 34 ,  ° = g . See Recovery | page 32
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Top three ways to make your meetings

\Wyndham clarifies brand direction e

1. Add proper recycling bins

By Chris Crowell ‘ “Our brands, to some degree, are adopt- 2. Make bottled water by-request
ASSOCIATE EDITOR ed,” said Jeff Wagoner, president of Wynd- 3. serve condiments in bulk

Rio GranDE, PuerTO RicO-A transition ham Hotels and Resorts. “So, you take our Source: Pincapple Hospitalty
that’s been slowly evolving since Eric Danziger brands, put the proper clothes on them, edu- '
took the helm as presi- cate them appropriately and you end up with

SEE RELATED dent and CEO of Wynd— clarity—something that makes sense for the
STORY: ham Hotel Group in De- future.”

» Danziger in cember reached a moment The first level of the strategy involves di-
action of clarity at the Wynd- panziger viding the Wyndham Hotel Group brands
Page 48 ham Owners and Gener-  WYNDHAM into three categories, which Danziger calls

al Managers’ Conference “reinvigorate,” “optimize” and “grow.”

May 27-30. For this new regime, the emphasis going The reinvigorate category includes Ramada World-
forward is on defining and positioning each of the 11 wide, Howard Johnson and Travelodge.

brands in the Wyndham portfolio. See Wyndham | page 48
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LIIC panel

Continned from page 1
things might be looking up.

Change your thinking
Alternate sources of financing do
exist: Some LIIC members are

participating in projects funded
by tax-exempt bonds for munici-
pal projects, like convention cen-
ter hotels,

“There's atremendous appetite
for tax-exempr bonds,” said Mike
Cahill, CEO and founder of Hos-
pitality Real Estate Counselors.

City- and waxpayer-fund-

ed projects “may be a sign of the
few types of development projects
[getting financed].” agreed Jim
Butler, founding partner of Jeffer
Mangels Butler & Marmaro.

With financing sources tight,
cashisking,

“The broker firms are mak-
ing cashoffers for things that peo-
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HOTEL RENOVATION
& CONSTRUCTION

LIC’s mission

The Loaging Industry Investment Councll (www.iic. #s) is
the pramier think tank in the hotal industry. fts mambers
include a diverse mix of 70 influential leaders in the real
estate and finance felos. Membarshib ks by Invitation.

® Co-chairmen: Mz Cahill, CEC and founder of
HREC—Hospitality Real Estate Counselors;

Sean Hennessey, CEOC of Lodiging Imvestment Acvisors; and
Jim Butler, partnar, Jeffer Mangels Butier & Marmaro

Mike
Cahill

ple would normally look at you
askance over. You're waiting for
some seller to drop dead, basi-
cally,” said Bill Reynolds, direc-
tor and senior advisor of Thayer
Lodging Group.

Cahill agreed, saying HREC
has in the past few weeks closed
several deals on select-service
properties in lower-stress markets
where revenue per available room
hits haven't been as bad asin larger
markets. “People feel comforiable
about how o underwrite there,”
he said.

External indicators

Don't forget about the rest of the
economy, Butler warned. In addi-
tion 10 housing, Butler said “the
other shoes to drop are the cred-
it card mess, commercial real es-
tate and employment. The pump
hasn't gotten primed. This is the
start of something. It may be the
start of a double-dip with more
pain to be endured. All commer-
cial real estate, even hotels, they're
buckling down.”

While LIC members agreed
that factors like unemployment
and housing distress affect the ho-
tel market, theword “turnaround”
means different things to different

Asabroker, Cahill said the in-
creased number of phone calls
coming in isa positive,

For Reynolds, it’s not just the
actual deal thatindicates some for-
ward motion. “You can see some

Award
Winning
General
Contractor

NOVA Hotel Renovation and Construction
is the vision of Hoteliers who wanted to
offer a true full service construction and
renovation resource to the hospitality
industry. Through our different divisions
we offer integrated solutions for general
contracting, project management, FF&E
procurement right through to operational
support and  staff  training,  Through
Innovation Kitchen Design we can offer

full kitchen design, supply and installation,
Over the years NO#4 hasbuilt afoundation
based on integrity, quality, consistency and
service. Just Lke our hoteliers we work
alongside, NOVA also believes in and
stands behind 100% customer satisfaction.
For more information on our services,
please contact us at 866.633.NOVA(6682)
or visit our websites wwww.novabre.com or
www. innovationkd.com.

sort of recovery, albeit somewhat
moderate, all before the buying
actually happens,” he said.

For operators, microindicators
of aturnaround are all relative.

“We said. as an operator, that
we are experiencing less decline
than we were first quarter of this
year,” said CA Anderson, EVP
of acquisitions and development
at Interstate Hotels & Resorts.
“We're kind of bumping along the
bottom here. Every capital partner
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we've talked to ... is sitting back
saying, Tm not comfortable with
this yer.”

At least, consumer perception
might be influencing real-time
activity for the beter, said Chad
Crandell, president of Capital Ho-
tel Management. “The spin from
the media is better,” he said. “First
quarter GDP was good news, Psy-
chologically, people are saying,
‘enough bad news.” They're look-
ing for the positive. In many ways
perception is reality”

Cost vs, value

Most financiers agreed it is chal-
lenging to see the real value inan
asset compared to its sticker price.

“To me, we're clearly in 2 new
game,” said Jim Merkel, presi-
dent of Rockbridge Capital. *1
don't know how long this inning
is going 1o be, We've got money,
and we're looking at a lot of stuff,
but we can't get 2 lot of convic-
tion. You're replacing bad months
with good months. Until we get
through this year, [ don't see a lot
of activity. [t won't be until that
pointin time,”

Reynolds agreed. “T would say
the same thing for Thayer. We've
made some offers, ... butyou have
to make that offer on a judgment.
You say, ‘T like this market, [ like
this asset, so I'm going o pay a
price that’s so low.” But if you ask
mie to underwrite it in any partic-
ularsense, you can'tdo it.”

Distressed hotels
Many LIIC members forecast fall-
out from distressed hotel assets.

Classifying an asset as dis-
tressed doesn't mean it’s the end
of the line. “The bright point in-
dicator I'm looking for is when
the borrower sees they have no eq-
uity left . .. but keeps operations
running,” said Steve Van, presi-
dent and CEQ of Prism Hotels &
Resorts.

The upcoming wave of dis-
tressed and foreclosed assets will
muddy the waters, LIIC members
said, because no hard-and-fast
rules indicate winners and losers.

“The special servicers ... are
ignoring that there will be vast
amounts of litigation over the
conflict that special servicers are
in and whether they have done the
right thing,” Butler said.

" JIM MERKEL,

Owners with troubled as-
sets are hoping to refinance rather
than tum over a foreclosed asset
because nobody wants the real es-
tate, Reynolds said. But problems
can surface when special servicers
getoverloaded and receiverships
and litigation increase.

“All the while, the perfor-

CORTES
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ROCKBRIDGE CAPITAL NDUS

mance [at the hotel] is ticking

down, and cash needs are huge at

the properties,” Merkel said.
sricca@questex.com

From left: C.A. Anderson, Interstate
Hotels; Bill Reynolds, Thayer
Lodging; Jim Merkel, Rockbridge
Capital; and Mike Gahill, HREG
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Visit Us Online: wwﬁ\';.é'&tesconstruction.com
For More Information: 888-442-5559
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