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Serving as China’s most developed economic and business centre, Shanghai is
a major tourism gateway and transit centre in the East China region. Although
Shanghai features slightly fewer tourism resources than its surrounding
provinces, it has made a large investment in its tourism development. A total of
20 key municipal tourism projects have been included in the 12t Five-Year Plan
for the Development of Tourism in Shanghai, with the combined investment
expected to exceed RMB10 billion. These projects include the Disneyland
theme park and its supporting facilities, Littoral Tourist Resort, Xujiahui Central
Integrated Tourism Project and Sheshan National Tourist Resort. Domestic
visitor arrivals increased at a rate of around 3% in both 2013 and 2014, given
the impact of the slowdown in the domestic economy. In 2014, international
visitor arrivals to Shanghai registered a positive growth of 4.5% over 2013 for
the first time after the 2010 Shanghai World Expo, while domestic visitation
reached 268 million, accounting for 97.1% of the total visitation.

Domestic Visitor Arrivals, Shanghai, 2010-2014
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International Visitor Arrivals, Shanghai, 2010-2014
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Mix of Visitor Arrivals, Shanghai, 2014
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STAR-RATED HOTEL MARKET SUPPLY

PEEK=AMRMESSEHL, HESK  Asthe business and MICE centre in the Yangtze River Delta region, Shanghai
EEEEHNBALTFMXEE M. B§%.  ranked first in terms of star-rated hotel supply in East China. Shanghai's hotel
SENRNZRESME _ EERTIHNEM, demand is mainly driven by the Commercial, MICE and Leisure segments,
S3E EEEETIZHNS50%E55%. 30%%E  which account for 50%-55%, 30%-35% and 10%-20%, respectively, of
35%Ff110%%E20%. FEFHITHFFSEHR.LO—  aggregate hotel demand. Phase | of Shanghai West Honggiao Convention and
HOHRAFR, BETEREREELZSREE  Exhibition Centre is operational and more convention and exhibition space will
B, FitEH—SHESETIINEE. be developed subsequently, which in turn is anticipated to further promote the
development of the MICE segment.

Hotel Market Segmentation, Shanghai
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PREREEEENSHEERE2014F (i) Shanghai’s total star-rated room supply reached 59,468 in late 2014E, down
JEIXE|59,468(8], LE2013FTpE3.4%. HA by 3.4% from 2013. Room supply in the five-star and four-star segments
HEZMUERBEZERHMOAIEKT1.7%  increased by 1.7% and 3.2%, respectively. However, room inventory in the
F3.2%, ERELBEEREHNIYBAERRE  other starrated categories experienced varying levels of decline, mainly
BT, TEFRREXEERBEEARNLHEEL attributable to the transformation to other properties or to other types of
EEFMAERERERY SRR non-certified hotels due to operational problems. In 2014E, rooms of the
HhKBMIERLERE. 20145F (fit) £ five-star, four-star, three-star and one- and two-star segments in Shanghai
EBTEERBEEZERHNLEBASBAAELS  accounted for 42%, 33%, 21% and 4%, respectively, of the total supply.
42%. WEZL33%. ZEF21%M—. £

L4% o
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Star-Rated Hotel Market Supply, Shanghai, 2010-2014E
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2010 2011 2012 2013 2014E
HERIEE Five-Star Hotels 30% 33% 37% 40% 42%
P02 A5 Four-Star Hotels 32% 31% 31% 31% 33%
=R ZREE Three-Star Hotels 30% 28% 26% 24% 21%
—. —EZ5HE One- & Two-Star Hotels 8% 3% 6% 5% 4%

ED 2011 FRNBEERE TRER THERRRERMA 7N ERBEEENE, B8 7T ERLBEEN 1.
*Note: The reduction in 2011 supply was due to the higher standards imposed on star-rated hotels by the China National Tourism Administration (CNTA).

R SR Source: HVS Research

B LiBESRIEM LEARUUEE 251N L
BE—RESHBEUNE—REFmEEEE
20t EB0F R AWK, LIBMEHEERR
BLBRFMIEKEDLRER, BRIHEK
TANTEMBRRX. BHRHRUATESRRNE
FEREANE, UKRREEAH, TLEENS
MBEERAEFHXE, 261 XEEEERR
174 ehRAE RS HE S SRS BB ERY B £
EFRERREERERR. HEFXEERFL
KM ZRLHL, KRB E EEFESEE
EEFXE. TROAFENSFH. HH.
MEAHREFISESEFREB DL F
=2, BEAOEE IWAR. XE. WESERRF
AAEADE. BRI BN SHEFRER
X, WRERINEERBLE M, BRIE
BHERER F5. BRE. BHOT. KBt

From the time Huating Hotel & Towers opened as the first upscale hotel and
Hilton Shanghai Hotel opened as the first internationally branded hotel
in Shanghai in the 1980s, upscale hotels in the city have experienced booming
development owing to the city’s economic growth. Currently, Shanghai has four
major hotel submarkets. Pudong New Area, which attracts mainly commercial
travellers from different source markets and some leisure visitors, currently has
the highest concentration of hotels in Shanghai represented by 17 brands of 11
large hotel chains. The construction of Shanghai Disneyland and its supporting
facilities as well as the gradual development of demand-generating areas
such as those around the Shanghai World Expo site have aided Pudong
New Area in becoming a submarket for new hotel supply in Shanghai. The
city centre attracts a varied client mix owing to diverse components that
include office buildings, shops and municipal public facilities. This area
has witnessed the entry of international brands such as The Four Seasons, JW
Marriott, Le Méridien and Radisson. The Bund, which attracts a large number
of free independent travellers (FITs) and high-end business travellers, has long
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Zo AN, IFESEUESHMa®EER  been a sought-after destination for domestic and international hotel brands.
¥, BENFSBERANSZESESE, T&.  This submarket at present has brands such as Waldorf Astoria, Peninsula,
FE. Al F/RIM. STELEREAELILX  Banyan Tree, Westin and Indigo. Honggiao CBD features a mix of mainly
A B CHIERE. commercial and MICE visitors. With the ongoing development of Honggiao
Hbh, BEE T A A E A — Transportation Hub, the Millennium, Marriott, Renaissance, Hilton and Howard

T ST EE RN EERE SN, Johnson brands have established their presence in this district.

PR IRSE L. HREEBRRNZLFSRE  Inaddition, Jiading New City, located in the northwestern wing of Shanghai

Rl A O EEEX EERR, ¥%E.  Metropolitan Cirde and identified as a priority area in Shanghai’s urban

EXRE. PIHERMEEEHEAL. master plan, is gaining prominence as a hotel submarket. This area is seeing
the emergence of a hotel submarket that focuses on the modern service
industry, world-class sports and leisure, and high-tech industries. Brands such as
Le Méridien, Sheraton and Hyatt Regency have confirmed their intention to
enter the market.

TERRT EEIEMEFNEEXN 2 IR
The following map illustrates the distribution of existing and emerging hotel submarkets in Shanghai:

Distribution of Existing and Emerging Hotel Submarkets, Shanghai, 2015-2019

® I HHIEX Existing Hotel Submarkets @ 3%/E[EX Emerging Hotel Submarket
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New Supply

A. 5BZEX Pudong New Area

1) _E3gF0JiBEE Shanghai Tower J Hotel (2015, 258]&]/Rooms)
EEHARNIAINEEEIE Radisson Blu Hotel Shanghai Pudong Airport (2017%)
EEZSEKELEHEE HUALUXE Shanghai Qingshui Bay (*, 400(&)/Rooms)
R EsIWASESEE JW Marriott Marquis Hotel Shanghai Pudong (2017%*)
ESEHHEENEEE Hyatt Regency Shanghai Expo (2016, 650[8)/Rooms)
FiEHHEEESREEIE Conrad Shanghai Expo (2015, 300/&]/Rooms)
B2 RS /RIUEMANE DoubleTree by Hilton Zhangjiang (2015, 3007&]/Rooms)
B. mH.( City Centre

1) bEResttaRIEEASHENE Sofitel Shanghai Jing’an Huamin (2016, 503[&/Rooms)

2) bEEReHEEE The Shanghai EDITION (2017, 147[8)/Rooms)
C. 4N The Bund

1) B8R IAMmEBENE Wanda Reign Shanghai (2015%)

2) 3E4NEWSEE W Shanghai — The Bund (2016, 383j&]/Rooms)

3) EBFEMEHEME Bulgari Hotel Shanghai (2015, 120j&]/Rooms)

4) AT ERINANE Bellagio by MGM Shanghai (2016, 200j&]/Rooms)
D. 4T##§45X Honggiao CBD

1) EBITHFRNASIERE Radisson Blu Hotel Shanghai Honggiao Airport (2015, 400j&]/Rooms)

2) _bEIEHERAINERERE InterContinental Shimao Shanghai (2015, 370{&]/Rooms)

3) eI KT FEAREE > Hotel Indigo Shanghai Honggiao*
E. ZEHI Jiading New City

) FEREEEYERIE Le Méridien Shanghai Jiading (2016, 270j8)/Rooms)

2) biEmEE=EREAEE Sheraton Shanghai Jiading Hotel (2015, 345[8]/Rooms)

3) EBEEWRZEAEE Movenpick Hotel Jiading Shanghai (2018, 300[&)/Rooms)

4) EERFINNAEIE Hyatt Regency Shanghai Poly (2017, 305]&)/Rooms)
EHhXig Other Areas

1) EBRITAFZEFREEE Sheraton Shanghai Minhang Hotel (2017, 288j&]/Rooms)

2) EERTERNZERE Le Méridien Shanghai Minhang (2019, 240[g]/Rooms)

3) _EIEIRERGESNENE Hyatt Regency Shanghai Global Harbor (2015, 300j&]/Rooms)

O Ul M WN
—_ = T T = =

~

—_

R EIEF L EREERFE.

*Note: The opening year and room count are yet to be confirmed.

R 5B Source: HVS Research
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STAR-RATED HOTEL MARKET PERFORMANCE
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Occupancy rates of all star-rated segments in Shanghai registered considerable
growth ranging from two to four percentage points in 2013. Average rates
declined marginally in 2013, reflecting that Shanghai’s star-rated hotel market
has lowered room rates to cater to the changes in the demand mix after the
implementation of the ‘Eight Provisions'. In 2014E, occupancy rates of star-rated
hotels across all segments in Shanghai showed an overall upward trend, while
average rates were relatively stable, with the five-star average rate recording
a slight growth of 5%. Generally, Shanghai's star-rated hotel market has
gradually revived during the adjustment of the industry. Moreover, the city’s
star-rated hotel market is highly sensitive to seasonality. The fourth quarter is
considered to be the peak season for MICE events, during which occupancy
rates across all segments are generally higher than those in the other seasons.
Occupancy rates are lowest in the first quarter due to limited commercial and
MICE events in the Spring Festival holidays.

Occupancy by Star Rating, Shanghai, 2010-2014E
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ADR by Star Rating, Shanghai, 2010-2014E
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Quarterly Occupancy by Star Rating, Shanghai, 2014Q1-2014Q4
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Rooms revenue represents the most important component of a hotel’s total
revenue in Shanghai; however, some contribution variations were observed
across all the star-rated segments in 2013. For example, rooms revenue of
three-star hotels accounted for a relatively higher proportion of total revenue
per available room (TRevPAR) at 55% due to limited meeting facilities and
food and beverage outlets. Big contribution gaps were also found in rooms
revenues of five-star hotels managed by different operators. Rooms revenue
of five-star hotels managed by international operators enjoyed a higher
contribution than that of five-star hotels managed by domestic operators
and owners. However, TRevPAR of owner-operated five-star hotels was
higher than that of five-star hotels managed by international and domestic
operators, mainly because owner-operated five-star hotels generated
higher food and beverage and other revenues. In 2013, the gross operating
profit (GOP) margins in the three-star, four-star and five-star segments were
24%, 24% and 28%, respectively. Evidently, the five-star segment enjoyed
the highest profitability, of which five-star hotels managed by international
operators achieved much higher profitability than those managed by
domestic operators and owners.

TRevPAR and Revenue Structure by Star Rating and Operator, Shanghai, 2013
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**ENRIRT ARG 201 4 B

**Data for calendar year 2014 was not available at the time of publishing.
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TRevPAR and Revenue Structure by Star Rating and Operator, Shanghai, 2013 ( Cont'd)
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*'International Operator’, ‘Domestic Operator’ and ‘Owner-Operated’ refer to five-star hotels operated by international and domestic hotel
management companies and owners, respectively.
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**Data for calendar year 2014 was not available at the time of publishing.
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GOP Margin by Star Rating and Operator, Shanghai, 2013
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ABOUT HVS

HVS is the world’s leading consulting and services
organisation focused on the hotel, mixed-use, shared
ownership, gaming and leisure industries. Established in
1980, the company performs more than 4,500+
assignments each year for hotel and real estate owners,
operators and developers worldwide. HVS principals are
regarded as the leading experts in their respective regions
of the globe. Through a network of more than 35 offices
and 500 professionals, HVS provides an unparalleled
range of complementary services for the hospitality
industry. HVS.COM

Superior results through unrivalled hospitality intelligence.
Everywhere.

HVS ASIA PACIFIC is represented by its offices in Beijing,
Shanghai, Shenzhen, Hong Kong, Bangkok, Singapore,
and New Delhi. Through its four offices in Greater China,
HVS has appraised or advised on existing hotels and
resorts, as well as development projects located in more
than 150 cities and resort markets across China. HVS also
hosts three of the main annual industry events in the
region, namely the China Hotel Investment Conference
(CHIC), Hotel Investment Conference - South Asia (HICSA)
and the Tourism, Hotel Investment & Networking
Conference (THINC) Indonesia. The China Hotel
Investment Conference (CHIC), now in its 11th year, is
widely regarded as the most influential hotel investment
conference in the region.

Additionally, HVS publishes a wide range of leading
research reports, article sand surveys on all aspects of
hospitality, including hotel valuations, investing, lending,
operations, asset management and sales & marketing,
among others.

For more information, please visit HVS.COM

HVS

About the Authors

Steven Zhu is the director of
HVS Shanghai, responsible for
the operation of Shanghai
Office’s consulting and
valuation services. He worked
with DTZ and Cushman &
Wakefield before joining HVS.
He is multi-skilled in the commercial real
estate and hotel industry and has also
introduced a new service line, mixed-use
development consulting including retail, office
and residential, to HVS and has expanded the
firm’s capability of delivering more property
advice for clients. Based on the multiple
experiences, He understands the requirements
of different clients and provides tailor-made
advice for their developments.

Daniel J Voellm, Managing
Partner HVS Asia-Pacific, is
based in Hong Kong and has
provided advice in all major
markets across 18 countries
in the region. Daniel Voellm
started his career at HVS in
the New York office; as Vice President at the
global headquarters, he conducted a wide
range of appraisals and market studies as well
as underwriting due diligence services in 22
US states and in Canada. Daniel brings a strong
understanding of the hospitality industry to
HVS. His experience in hotel and food and
beverage operations in Germany, Switzerland,
England and the USA is complemented by an
Honours Bachelor of Science degree from
Ecole Hoteliere de Lausanne in Switzerland.
Daniel works closely with key institutional
and private owners of hotel properties,
financiers, developers and investors, and has
gained a strong understanding of their
investment requirements and approaches to
assessing the market value of investment
properties. Daniel further advises on property
and concept development and strategy.

HVS | Level 21, The Center, 99 Queen’s Road Central, Hong Kong




B RIS

SRR — R AR W SRS P, RS Ve
FEW LG SR6HFKIH . EREFRAR. EEM
RRIN . 23] ST T-19804F, R4 N4 BREIE IS &
Fih e 3 N B A R 3R AT R i 4,500 )
RS TH o 5B A4 H A B 43R % X3k Tk &
KU . SBARAESRS M KE BE3SKpEL, H
5002 440 FE N B, NSRS
fe LA L B A% . HVS.COM

DERUBFEEATER, 5 HETIWITHZRE .

ZEB KX IPEL AT EHE. 24 B T,
A, BiEAE e, @A TR X 4 K
JrEAL, SEEUER R AT E 150 2 AN AT AR T
WIS . EEARSN AT R0 H 3R . Z RS IR A
WARKX FE = REBEFELZATI RS A EE S B 5 &
IEiptx (CHIC) . RIS T2 (HICSA) FIEQDEE
JE PRI ARIE WIE TR 5L RES (THING) o S
BEAAE R A [ B B s S I s R S —
£ R R ES AR =1 e 7 T

LAk, SEEEE A AR T ORI 5 T S b A 3
WEME. BE. k. 88 B8, HEMT
WE s I Rk . SCEAAE TR

Wak TR 255, V78 HVS.com

www.hvs.com

TEE i

RN SR LT A 3R
e, NI LA NG
AL R SS . 08 BUA T R A I
TR IAER, At R w3t
FERIEE AT L S i AR
FECRE . BEAL, AR AR TT
T EE. PABAMEBESZETH EHL
5%, et SRR N R P IR ILE M E 2
T ERMSS . BT 2o FEEmHE S
5, AlREIRAMIEL AR AN B I F R, JFN
Z PR B E ORI

T HOR LA 3 A KX
Bk, HIEEE, RS
S TR 018 F 4
WEET T T VA
AL, AR,
3% 52211 R85 K 7 5%
BHIRA . T TANRR IR S
EMORRN T WAL, AR Bt
S 0 A OO R DR B 40,
S S A9 0Th 0 5 E BL 2  F
%) RO, FHIRS EE W
AU AR AL | Ty . TFRTE &
BOAHEVIOIE, AT AR B AR
BV A B T 01 F T 5%, AT
1 SR A B TT K B T 05 L

ZRE | FBREFEAREF 99 SHIFHL 21 #




