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Our team at Phoenix American Hospitality, LLC (“Phoenix”) looks forward to discussing the hotel 
sector’s return to normalcy and this moment’s pivotal investment opportunity with you. As currently 
projected, expectations are that select-service hotels will reach or exceed 2019 revenue levels in 2022. 
Moreover, the current real estate environment provides an opportunity to acquire attractively priced 
hotels.  

 

Phoenix invests in primarily business and upscale select-service hotels throughout the United States 
and is affiliated with premium brands, including Marriott, Hilton, and Hyatt. As a fast-growing 
company who owns and manages its own assets, our team of seasoned hospitality professionals 
focuses on the acquisition of top tier, recognizable brands and reorganizing their management to yield 
higher profit margins.  

 

THE OPPORTUNITY 

 

Phoenix believes the U.S. Hotel industry is witnessing one of the most advantageous and opportunistic 
times since 2009. However, unlike the financial crisis of 2009, current industry experts forecast a 
significantly faster and stronger recovery. Due to this accelerated recovery and lenders’ willingness to 
“work with” existing hotel owners, the opportunities reside not only in traditional acquisition structure 
but also through preferred equity investments. The preferred equity structure allows current hotel 
owners and operators to receive the operational capital needed to return to stabilization without 
sacrificing quality assets or recognizing a loss in valuation, while at the same time mitigating the 
“downside risk” to the new investor. However, please note the window of opportunity could be 
limited as hotel asset values recover to Pre-COVID levels. 

 

Phoenix views the acquisition of hotel properties both as a pure real estate investment and as an 
investment in the underlying operating business. This model seeks to drive improved operating 
efficiencies and potentially result in industry leading returns. Our team collectively brings over 165 
years of proven hotel management expertise. By applying aggressive expense reduction strategies with 
high levels of guest service, we can potentially produce an enhanced investor value through a greater 
net operating income and increased cash flow.  

 

PERFORMANCE DURING COVID-19 

 

Since the global pandemic began, the Phoenix portfolio has consistently surpassed our competitors. 
In arguably the worst period in American Hotel history, we outperformed our peers for each and 
every month during the COVID-19 crisis.  (See following graph.) 
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Source: STR  

RevPAR is short for “Revenue Per Available Room”, a key performance metric in the hotel industry.  
RevPAR is calculated by multiplying a hotel’s average daily room rate by its occupancy rate. RevPAR 
is also calculated by dividing a hotel’s total room revenue by the total number of available rooms in 
the period being measured.   

 

ACQUISITION APPROACH 

 

Due to Phoenix’s opportunistic nature and well-established presence in the hospitality industry, we 
are able to source standard acquisition opportunities and preferred equity investments to provide 
bridge capital to hotel owners. This infusion of capital to hotel owners allows them to address 
operating and debt service shortfalls caused by the COVID-19 pandemic.  

 

We expect the preferred equity investment to provide an attractive distribution yield with an equity 
kicker. In addition to preferred equity investment opportunities, Phoenix expects the traditional hotel 
acquisition market will re-emerge during 2022, and transaction volumes will accelerate through 2022 
and 2023. 

 

Phoenix is able to source both on and off-market deals through its extensive industry network. We 

have longstanding relationships with hotel owners, operators such as Aimbridge Hospitality (the 

largest independent operator; currently over 1,800 hotels), franchisors and hotel brokers. We are 

actively underwriting $20-$50 million in preferred equity opportunities that include an equity kicker 

and $200-$300 million in pure hotel acquisitions. Although there are no assurances that we will be 

able to close on any of the deals in the current pipeline, Phoenix expects to deploy $200 million by 

the end of the second quarter of 2022 through both preferred equity investments and direct hotel 

acquisitions.   
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PHOENIX CONTACT INFORMATION 

 
W.L. “Perch” Nelson, President & CEO 

Email:  perch.nelson@pahmgt.com 

Cell Phone:  214.755.0088 

Office: 214.750.2967 

 
Audrey Kamin, Senior Vice President of Distribution 

Email:  audrey.kamin@pahmgt.com 

Phone:  858.243.3977 
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ABOUT PHOENIX AMERICAN 
HOSPITALITY 

 

 

Founded by W.L. “Perch” Nelson, Phoenix American Hospitality acquired its first hotel in 2015, the 
Doubletree Hotel in Charlotte, NC, and has since grown to 17 hotels primarily located in the Mid-
West and Southern parts of the United States. Phoenix operates as an opportunistic hotel fund 
investor that believes in targeting select U.S. markets to profit in an opportunistic style. Our strategy 
is primarily based on sound and detailed acquisition policies coupled with a comprehensive property 
value enhancement plan. Our team then uses its collective expertise to execute the strategy. Phoenix’s 
acquisition team focuses on identifying properties which provide cash flow and value-added 
opportunities for the company.  

 

 

 
 

 

 

Since its inception, Phoenix has successfully raised and closed on five funds, American Hospitality 
Fund I, American Hospitality Fund III, Aspect “A”, Aspect “B” and Aspect “C”, which raised a 
combined $146.1 million. Currently, Phoenix is raising equity domestically through American 
Hospitality Properties REIT, Inc., a non-traded, public REIT. 
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As part of its growth strategy, Phoenix partnered with Lakemore Partners (DIFC) Limited in 2017 to 
co-invest in 15 of its 17 hotels through three separate joint venture funds (Aspect “A”, “B” and “C”). 
Phoenix is the managing member and provides both asset and investment management services to 
the ventures. 

 

Lakemore has offices in Dubai, UAE, London, England and Scottsdale, Arizona, U.S. They currently 
manage over $50 billion in assets and invest exclusively alongside Phoenix in the U.S. hospitality 
sector. 

 

Based on our hotel acquisition prices, Phoenix currently has more than $275 million in assets under 
management. 

 

  AHP I ASPECT 
“A” 

ASPECT 
“B”  

ASPECT 
“C” 

AHP III 

Amount Raised $10.3M $32.0M $44.0M $9.8M $50.0M 

Interest in 
Number of 
Assets 

10 6 7 2 17 

Closed Date Dec 31, 2014 Jan 16, 2017 Jul 14, 2017 Aug 16, 2018 Jun 4, 2019 

 

WHY HOSPITALITY? 
 

Phoenix believes the current hospitality environment provides one of the best buying opportunities 
in decades. 

 

U.S. HOTELS REACH HISTORICAL RECOVERIES FROM COVID-19 

 

We track travel data very closely to get a sense of the macro trends in the U.S. The following chart 
shows the average daily airport check point travelers for each month since January 2019. 
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• The average daily travelers in the U.S. has been rising steadily since February 2021, and in a 
significant way since March 2021. 

 

• Pre-COVID average, January 2019 to February 2020, was 2.3 million passengers per day. 

 

• COVID average, March 2020 to February 2021, was 600,000 passengers per day. 

 

• Recent data for March-May 2021 is interesting, because it is inching closer to the pre-COVID 
average, and the trend is growing.  

 

• Month to date May 2021 is averaging at 68 percent, or 1.6 million passengers per day, of the pre-
COVID average.  

 

The hotel recovery began as COVID-19 vaccinations underwent mass development and distribution. 
In March of 2021, hotel room demand increased and continues to grow month over month as 
evidenced by RevPAR 2021 vs.  RevPAR 2019. The gap continues to diminish between 2021 and 
2019 with a forecasted recovery increase over 2019 levels in 2022.  
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Source: Phoenix American Hospitality 

 
The U.S. hotel industry’s revenue growth, in each and every economic slowdown since the 1990s, 
rebounded to an extent higher than the preceding period. 
 

 

Past Demand Shocks – Hotel Demand Recovery Time 
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2) Source: CBRE Hotels, STP, March 2020 
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BUSINESS SELECT VS. OTHER CLASSES 
 

Business Select hotels tend to have fewer amenities than luxury hotels. 

More amenities = higher operating costs; fewer amenities = lower operating costs. Business select 
enjoys many of the comforts of luxury while operating at lower costs. 

 

KEY ATTRIBUTES LUXURY 
BUSINESS 

SELECT 
BUDGET 

National Brand ✓ ✓ ✓ 

Full-Service Restaurant ✓   

Bar ✓ ✓  

Spa ✓   

Valet Parking ✓   

Electronic Check-In ✓ ✓ ✓ 

Free Breakfast  ✓ ✓ 

Luxury Room Amenities ✓   

Fitness Center ✓ ✓  

Business Center ✓ ✓  

Conference/Meeting 

Room 
✓ ✓ ✓ 
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PHOENIX PORTFOLIO 

 
HOTEL              LOCATION     # ROOMS 

 
ALOFT Rogers, Arkansas 130 

Courtyard by Marriott  Baton Rouge, Louisiana 121 

DoubleTree by Hilton  Charlotte, North Carolina 173 

Fairfield Inn & Suites Jonesboro, Arkansas 83 

Hampton Inn & Suites Fort Myers Beach, Florida 120 

Hilton Garden Inn Fort Wayne, Indiana 84 

Homewood Suites by Hilton  Fort Wayne, Indiana 79 

Hyatt Place Alpharetta, Georgia 124 

Hyatt Place  Charlotte, North Carolina 126 

Hyatt Place Dallas, Texas 126 

Hyatt Place Greenville, South Carolina 126 

Hyatt Place Roanoke, Virginia 126 

Hyatt Place  Topeka, Kansas 126 

Residence Inn by Marriott Baton Rouge, Louisiana 108 

Residence Inn by Marriott Cape Canaveral, Florida 150 

TownePlace Suites Fayetteville  Springdale, Arkansas 92 

TownePlace Suites by Marriott  Harahan, Louisiana 124 
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PHOENIX MANAGEMENT 
 

W. L. “Perch” Nelson, President and CEO  

Perch Nelson’s achievements demonstrate his strengths in real estate 
development, acquisition, and capital management. More 
specifically, he served as Capital Asset Manager for Wyndham Hotels 
& Resorts charged with capital improvement budgets. He was 
responsible for developing and executing the strategic re-positioning 
plans for the Garden, Hotel and Resort Divisions.  
 
Upon merging with Wyndham Hotels & Resorts, Patriot American 
Hospitality, Mr. Nelson also assumed the departmental responsibility 

of the Capital Management and Product Development for all Wyndham International’s brands. He 
was responsible for 200 hotels, but not only the Wyndham branded hotels but also the franchise 
products flagged by Hyatt, Radisson, Holiday Inn Select, Hampton Inn, Doubletree, and Marriott. 
Mr. Nelson, as head of the capital deployment area, managed post-merger growth in the annual 
development budget from $214 million to well over $300 million. 
 
Mr. Nelson left Wyndham to acquire hotels for his own personal account. Using his own funds, Mr. 
Nelson successfully acquired and managed a small group of hotels. This served as additional exposure 
to the day-to-day management required to run a hotel. Post-acquisition, he oversaw hotel operations 
including management of the employees, revenue maximization, purchasing, customer relations, and 
human resources. Mr. Nelson, as the owner, had a hand in everything related to the operation of the 
hotel.  
 
Mr. Nelson has over 30 years of experience in the Real Estate industry in acquisition, development, 
and the asset management of commercial properties. Mr. Nelson achieved Dean’s list Honors at 
Southern Methodist University while pursuing a BA in Economics. 

Jay Anderson, Executive Vice President and Controller 

Jay Anderson started as a Controller with Wyndham International, 

working in both the downtown hotel and resort markets.  He was 

soon promoted to Area Controller, overseeing a diverse portfolio of 

fifteen hotels and resorts in the Northwest and Mid-West, including 

The Buttes Resort, The Peaks, Carmel Valley Ranch, The Golden 

Door Spa, and the Boulders Resort.  Jay soon moved to the 

corporate office in Dallas, responsible for maintaining their SAP and 

Hyperion Essbase systems. He eventually moved to Aimbridge 

Hospitality as a Director of Finance, where he was responsible for 

building their reporting and budgeting tools.  As Aimbridge grew, 

Mr. Anderson was promoted to VP of Finance and Assistant 

Treasurer and took ownership for the daily cash management of over eighty hotels as well as all 

corporate reporting to ownership.  Jay then became the VP of Information Systems, where he 

successfully migrated their reporting system to Alloso Technologies.  
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Audrey Kamin, Senior Vice President of Distribution 

Audrey Kamin has served as National Accounts Manager and SVP 
of Distribution since February 2019.  Ms. Kamin has over 25 years 
in the financial services industry having started at E.F. Hutton in 
NYC in retirement planning services.  After working as a Financial 
Advisor for Great American Securities, specializing in 403B and 
education related clients, Ms. Kamin began product wholesaling 
annuities for MetLife Investors.  From 2005 to 2012, Ms. Kamin 
was responsible for raising $650M in her territory, which included 
San Diego County, the inland empire and Las Vegas.  In addition to 
her experience in financial planning, wholesaling, and National 
Accounts, she spent over two years at a Regional Broker Dealer 
recruiting Financial Advisors.  This combined work experience has 
enabled Ms. Kamin to see the financial services industry through a 

lens that is multi-dimensional and has given her valuable insight into the everchanging rules and 
procedures that exist in this industry.  Ms. Kamin currently holds her series 7 and 63 licenses and 
holds a B.S. in Economics from SUNY at Stony Brook. 

Jan Kuehnemann, Vice President of Acquisitions 

Jan Kuehnemann joined Phoenix American Hospitality with more 
than 15 years of experience in hotel management and operations.  In 
his position as VP of Mergers & Acquisitions, Mr. Kuehnemann 
plays a key role in the identification, evaluation and recommendation 
of merger and acquisition candidates.  He spent nearly a decade as 
vice president of the capital transactions group at FelCor Lodging 
Trust, where he was responsible for all acquisitions and dispositions 
efforts of the company.  During his tenure with FelCor, which also 
included serving as Director of capital transactions, he closed on 
more than $2 billion in hotel transactions and negotiated 

management agreements for both newly acquired and existing hotels. Mr. Kuehnemann holds a B.A. 
from the School of Hotel Administration at Cornell University. 

Amy Kangleon, National Accounts Coordinator and Internal 
Wholesaler 

Amy Kangleon brings over 10 years of experience in financial 
services to Phoenix American Hospitality and earned her bachelor’s 
degree in accounting from SUNY Plattsburgh where she started 
college at age 16. Ms. Kangleon’s vast experience roots from her 
positions at several prominent investment banks such as HSBC and 
UBS, as well as positions at The Parking REIT and Steadfast 
Companies. In her role with Phoenix, Ms. Kangleon serves as the 
National Accounts Coordinator and assists Audrey Kamin, Senior 
Vice President of Distribution and National Accounts Manager. Her 

responsibilities are those of an internal wholesaler and Ms. Kangleon works closely with PHA’s 
external vendors and financial institutions to increase sales and expand to new markets. 
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Lawrance C. Skibo, Vice President, Distribution and National 
Accounts Manager 

Lawrance C. Skibo, Regional Manager at Phoenix American 
Hospitality, has over 30 years of extensive experience in building 
ground-up financial distribution and management. Mr. Skibo’s 
expertise in modeling, building, operating and maintaining a sales 
force that includes internal wholesalers, external wholesalers, and key 
account divisions contributes to his company’s continued growth. 
 
Prior to joining Phoenix American Hospitality, Mr. Skibo was 
National Sales Manager for Insight Real Estate LLC, a Chicago based 

full-service real estate firm, where he built ground-up external and internal sales forces raising capital 
for the TIC markets. His prior responsibilities included sales and marketing activities related to the 
REIT, and Limited Partnership business raising assets for the company’s private product lines. 
Additionally, he oversaw all key account activities in relationship to broker dealer and investors. 
 
Previously, Mr. Skibo led the entire sales distribution effort for US Allianz annuity and mutual funds. 
He built and managed a sales force of over 45 external wholesalers, 35 internal wholesalers, 4 divisional 
sales managers, and 5 key account managers, while developing all procedures, hiring a training staff 
and developing all sales training materials. While at Allianz, Mr. Skibo was very instrumental in the 
Allianz Academy, a successful educational process that assisted registered representatives and broker 
dealers in marketing and growing their business. This eventually grew into over 200 regional workshop 
road shows throughout the United States. 
 
Additionally, Mr. Skibo served as Sales Manager at such firms as MFS Annuities in both planner and 
wire house divisions, and ING annuities in the Planner Division, raising over a billion dollars per year. 
As CEO of Select Investment Brokerage, an insurance brokerage company with 18 wholesalers, he 
opened over 40 new broker dealer accounts in one year. 

 
Jemel Jones, Vice President of Operations and Asset 
Management 

Jemel Jones has over 25 years of experience in the hospitality 
industry,  including 10 years of brand management and client 
support, and 15 years of hotel operations and sales experience. 

 
Mr. Jones has a strong background spending many years with Hilton 
Hotels Corporation in the areas of revenue management, operations, 
and brand management.  While in these roles, Mr. Jones increased 
market share for several properties, improved operational efficiency 
and improved profit margins. 
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Kelli Joseph, Senior Corporate Director of Human Resources 

Kelli Joseph has over 20 years of human resources experience in the 
hospitality industry. Most recently, Ms. Joseph was the Senior 
Corporate Director of Human Resources for Wyndham Hotel 
Group’s managed properties. In this role, Ms. Joseph oversaw the 
human resource function for 60 hotels and approximately 7,500 
associates in the U.S. and was responsible for promoting the 
company’s culture, ensuring hotel teams comply with all federal and 
state regulations and policies, recruiting and developing talent, and 
implementing succession planning initiatives. 
 

Ms. Joseph joined Wyndham Hotel Group in 2009 as a Corporate Talent Acquisition Recruiter. Prior 

to Wyndham Hotel Group, she served as a Complex Human Resources Manager for Aramark where 

she led human resources functions for over 1,000 union and non-union employees at two major sports 

and entertainment arenas. In addition, she has also held various corporate and regional human 

resources roles with Pyramid Advisors Hotel Group, Wyndham International and the former 

Strawbridge’s Department Store chain. 

 

Ms. Joseph earned a bachelor’s degree in communications from Pennsylvania State University in 
University Park, Pennsylvania, and has continued her studies in Business Management and 
Organizational Development at the university’s Great Valley School of Graduate Professional Studies 
in Malvern, Pennsylvania. 

Teresa Kemper, Senior Director of Central Accounting 

Teresa Kemper has over 30 years accounting experience, with the 
last 15 years working in the hospitality industry. Most recently, 
Kemper held the position of Director of Central Accounting for 
Aimbridge Hospitality where she led a team of 15 accountants and 
managers overseeing the full-service accounting for over 80 hotels. 
Her experience includes preparing monthly and quarterly 
consolidated GAAP financial statements, monthly owner reporting 
and leading annual external audits. Ms. Kemper has also been heavily 
involved in developing and maintaining accounting policies and 
procedures and systems of internal controls for corporate activities. 

 
Prior to Aimbridge Hospitality, Ms. Kemper worked at the corporate offices of Mary Kay Cosmetics 
in their Financial Resources department and Natural Health Trends where she worked in cash 
management and accounting. 
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Craig Ridgeway, Corporate Project Manager 

Craig Ridgeway has over 30 years of experience in the hospitality 
industry, from operations, corporate project management, I.T. 
project management and consulting. His brand experience includes 
Marriott / Starwood, Hilton, Hyatt, IHG, Harrah’s Casino, and 
Choice Hotels. In addition, Mr. Ridgeway has extensive experience 
in boutique, historic, resort and conference center properties. His 
career portfolios boast full – service, extended stay, select service 
hotels, independent restaurants, bars, and college dining facilities. 
 
 

Melody Wofford, Compliance Analyst and Paralegal 

Melody Wofford brings over 17 years of paralegal experience to 
Phoenix American Hospitality with a demonstrated history of 
working in the hospitality industry. 
 
Previously, Ms. Wofford held the position of Franchise 
Administrator and Paralegal with La Quinta Management LLC, 
where she was recognized for her work and awarded “2017 Rookie 
of the Year.” In this role, she was responsible for the preparation      
of all franchise documents relating to transfers, working directly    
with various internal company personnel and overall franchise 

management. 
 
Ms. Wofford held financial and paralegal positions at Pillar Income Asset Management, Inc., 
McPherson Construction and Mobil Oil Corporation. 
 



THE HOTEL SECTOR’S ROAD TO RECOVERY 

M e t r i c s  T h a t  M a t t e r  I n  A  D o w n  M a r k e t

HIGHLIGHTS

• Nearly every type of commercial real
estate has contracted in 2020

• Brunt of pandemic impact to hotels
forecasted to be over

• Select-service hotels positioned well
on road to recovery due to consumer
demand & ability to break even

• Opportunistic acquisitions will
become available to hotel operators
with strong balance sheets – and
have already occurred within select
service

Nearly every type of commercial real estate moved from expansion to varying degrees of 
contraction in the first half of 2020 due to the pandemic and the effects of stay-at-home 
orders and social distancing on unemployment and the overall economy.

The impact of the downturn may take time to fully materialize in sectors like office as it 
adapts to remote work trends or in multifamily where continued rent collections could 
be uncertain as government assistance programs end or change.

Hotel Sector Through Brunt of Pandemic Impact
In the hotel sector, however, the impacts of the downturn are more immediate and transparent. 
Operating under daily occupancy and room rates, hotels are typically the first property type to take 
the brunt of a downturn, but also the first to recover. Under a daily operating model – rather than 
the long-term leases common in other property types – the hotel sector can quickly and easily 
adjust pricing up or down with market cycles.

With widespread stay-at-home orders and travel restrictions across the United States, the impact 
to the hotel sector has been significant. Yet while the timeline to contain the coronavirus and return 
to more normal life activities remains uncertain, 81% of commercial real estate experts recently 
surveyed believe the hotel sector is already at or near bottom.1

The Road to Recovery
While no two downturns are the same, in looking at past demand shocks of the tech bubble, 
9/11, SARS and the Great Financial Crisis (GFC), the hotel sector recovered to pre-shock levels 
in an average of six to twelve months.2

EXHIBIT A 
WHITEPAPER
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Past Demand Shocks – Hotel Demand Recovery Time

Hotel Performance Forecast

Considering the expected rapid rebound in economic growth and the historic resiliency of travel 
demand, CBRE forecasts hotels to experience a strong recovery in 2021 and 2022, with revenue 
per available room (RevPAR) and occupancy recovering to pre-recession levels by mid-2023.3

Year Occ △ Occ ADR △ ADR RevPAR △ RevPAR △ Supply

2018 66.1% 0.4% $129.91 2.4% $85.90 2.9% 2.4%

2019 66.1% -0.1% $131.11 0.9% $86.64 0.9% 2.0%

2020 41.0% -38.0% $101.67 -22.5% $41.67 -51.9% -37.0%

2021 55.9% 36.3% $110.69 8.9% $61.83 48.4% 34.8%

2022 65.0% 16.4% $122.93 11.1% $79.95 29.3% 16.4%

2023 66.6% 2.4% $130.47 6.1% $86.92 8.7% 3.0%

2024 66.5% -0.2% $135.63 4.0% $90.18 3.7% 0.7%

Source: CBRE Hotels Research, STR, June 2020.

Source: CBRE Hotels Research, STR.
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Recovery Considerations by Hotel Type
When evaluating the hotel sector’s recovery path, it’s important to understand consumer demand 
and key performance metrics by hotel type. The three main hotel types we’ll compare are luxury, 
select-service (also called business select) and budget.

The newest of these types is select-service, which provides more amenities than budget hotels – 
such as small meeting spaces and a limited-service restaurant – but fewer amenities than luxury 
properties – such as a concierge, bellhop, spa and room service.

Hotel Type Key Attributes

The target market for each of these hotel types differs greatly.

With the key differences of these three hotel types in mind, we’ll now review how the dynamics of 
each affects demand and key performance metrics.

Key Attributes Luxury Select-Service Budget

National Brand ✓ ✓ ✓

Full-Service Restaurant ✓

Bar ✓ ✓

Spa ✓

Valet Parking ✓

Electronic Check-In ✓ ✓ ✓

Free Breakfast ✓ ✓

Luxury Room Amenities ✓

Fitness Center ✓ ✓

Business Center ✓ ✓

Conference/Meeting Room ✓ ✓ ✓

Luxury

• High-end business travelers
• Tour groups
• Corporate event groups
• Upper middle class to

upper class individual
relaxation/experiential
travelers

• International travelers

Select-Service

• Road-warrior & regional
business travelers

• Small business travelers
• Middle class individual

traditional travelers
(sightseeing), team travelers
(sports) and connection
travelers (spending time
with loved ones)

Budget

• Economy/sole proprietor
business travelers

• Cost-conscious
individual connection
travelers

• Students
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Demand
As seen with past demand shocks, consumers across all of the above target markets typically 
avoid travel for two key reasons – financial uncertainty and fear of making trips.2 The current 
public health crisis and social distancing requirements, unemployment and constrained economy 
underscore both of these concerns, fueling the CBRE forecast that overall hotel demand will fall 
37.0% for 2020, and increasing 34.8% in 2021.3

Among the three hotel types, luxury demand is projected to fall most dramatically as shown in the 
chart below.

Luxury Select-Service Budget

2020 Demand Forecast 
(change from prior year)4

66.9%   26.6% to 45.4%   23.6%

2021 Demand Forecast 
(change from prior year)4

  150.2%   30.2% to 66.9%   26.6%

The Impact of Financial Uncertainty and Fear
Looking deeper into the demand impact of consumer financial uncertainty and fear, it’s clear 
why the luxury sector had such a dramatic decline. Two key constituents of the luxury target 
market are corporate event groups and international travelers. As the pandemic spread and social 
distancing rules were put in place, the majority of corporate group events scheduled for 2020 
were cancelled, and 2021 events will be at risk for downsizing/cancellation too as the pandemic 
and social distancing requirements loom. On the international travel front, visitors to the United 
States from China alone are expected to be down 25% or 885,000 in 2020, and about 1.6 million 
cumulatively through 2024 – a loss of 7.8 million booked hotel room nights and $10.3 billion that 
primarily affects luxury hotels.5 Extrapolate a similar reduction across all international travelers to 
the United States and the results are even more staggering.

Representing smaller demand decreases in 2020 than luxury hotels, the select-service and 
budget hotel types are anticipated to drive the hotel sector’s recovery. While budget hotels have 
less ground to cover between their forecasted 2020 demand decrease and 2021 increase, they 
have a more limited target market that is less diversified among leisure and business travelers 
than select-service hotels. The less expense-tolerant business and individual guests of budget 
hotels will likely have a more difficult time resuming travel due to distressed small businesses, 
unemployment and individuals tapping into limited savings to pay for essential living expenses, 
leaving little discretionary funds for travel.

In contrast, the range of business and individual travelers served by select-service hotels spans a 
broader spectrum of income and expense tolerance levels, potentially making the road to recovery 
smoother. In particular, regional business travelers who work in industries such as construction or 
utilities management often travel to project locations to complete work that is socially-distancing-
friendly, sustaining demand for the select-service hotels they patronage. And with air travel down 
approximately 73% since March 1, 2020,6 middle class families are taking to their cars to resume 
travel, with an estimated 683 million road trips projected from July 1, 2020 through September 30, 
2020.7 Drive-to select-service hotels are appealing to road trip families both economically and in 
amenities.

How Hotels Can Attract Travelers
Consumers are looking forward to traveling again with 90% expecting to travel within the 12 
months after restrictions have eased.8 But hotels across the entire sector must still turn their 
attention toward what matters most to their guests – cleanliness and proactive communication 
around safety protocols.9 

Select-service 
and budget 

hotel types are 
anticipated 
to drive the 

hotel sector’s 
recovery
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Virtually all major hotel brands have a named and well-documented cleanliness initiative with 
published guidelines, many created in partnership with medical institutions and/or cleaning 
company partners. These cleanliness initiatives typically include enhanced disinfecting protocols 
– hospital-grade cleaners, electrostatic sprayers or U/V lights – adhering cleanliness seals to room
doors, providing more sanitizing tools for guests, offering contact-free check-in/room access and
equipping employees with personal protective equipment and enhanced training. And along with
prominently featuring cleanliness initiatives on their websites and proactively sharing them with
guests, hotels are also making cleaning more visible vs. keeping it behind the scenes.

The degree to which each hotel type is financially impacted by enhanced cleaning protocols largely 
depends on operational efficiencies since per room cleaning costs become more affordable at 
higher occupancy rates.10

With luxury hotels expected to have the greatest decline in demand in 2020, cleaning per occupied 
room can become expensive quickly because they’re less able to take advantage of economies 
of scale. Cutbacks elsewhere at a luxury hotel to help fund new cleaning costs can be difficult as 
reducing staff or guest amenities can potentially remove the very elements that place the hotel into 
the luxury category. And while budget hotels are forecasted to experience a less severe decrease 
in demand, they operate at low margins, potentially making their ability to absorb additional 
cleaning costs more difficult. Budget hotels have also struggled at times with their cleanliness 
reputation which may lead to a longer road ahead to make guests feel safe. Select-service hotels 
have a reputation for operating efficiently at greater margins providing a larger cushion to absorb 
additional cleaning costs. They also have a strong cleanliness reputation so have less work to do 
than budget hotels in assuring guests of a safe and clean environment.

What matters 
most

to hotel guests in 
2020?

Cleanliness and 
proactive 

communication 
around safety 

protocols.

Key Performance Metrics
Aside from demand, in analyzing the hotel sector, it’s also important to compare key performance 
metrics across hotel types.

Occupancy
CBRE forecasts overall hotel occupancy at 41.0% for 2020 and 55.9% for 2021.3 Projected rates 
per hotel property type vary as shown below. A hotel’s occupancy rate is a key factor in its ability 
to breakeven. Breakeven occupancy rates are 34.4% for luxury, 39.4% for select-service and 
37.6% for budget.11 While the forecasted occupancy rate for both select-service and budget 
hotels meet break-even criteria in 2020, luxury hotels fall short, indicating a challenging balance 
sheet environment for that hotel type this year. The forecasted 2021 occupancy rates put all three 
hotel types into breakeven territory.

Luxury Select-Service Budget

2020 Occupancy Forecast4 31.0% 37.9%-44.0% 46.4%

2021 Occupancy Forecast4 62.0% 53.8%-58.7% 56.6%

Average Daily Rate (ADR)
CBRE forecasts overall hotel occupancy at 41.0% for 2020 and 55.9% for 2021.3 Projected rates 
per hotel property type vary as shown below. A hotel’s occupancy rate is a key factor in its ability 
to breakeven. Breakeven occupancy rates are 34.4% for luxury, 39.4% for select-service and 
37.6% for budget.11 While the forecasted occupancy rate for both select-service and budget 
hotels meet break-even criteria in 2020, luxury hotels fall short, indicating a challenging balance 
sheet environment for that hotel type this year. The forecasted 2021 occupancy rates put all three 
hotel types into breakeven territory.

Luxury Select-Service Budget

2020 ADR Forecast4 $322.26 $77.15-$98.38 $57.86

2021 ADR Forecast4 $317.43 $83.14-$106.34 $62.07
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RevPAR
Historically, commercial real estate analysts, like the CBRE Hotels Research team, have used 
RevPAR to gauge profit levels for hotels that are open and running at normal staff levels. In today’s 
unprecedented market of closed hotels and reduced staffs, analysts are focusing on occupancy 
levels as a key performance metric over RevPar until the hotel industry normalizes.12 However, to 
provide the full set of key performance metrics, CBRE forecasts overall hotel RevPAR at $41.67 for 
2020 and $61.83 for 2021.3 Projected rates per hotel property type are shown below. The 2020 
RevPAR forecasts for luxury hotels represents a -60.5% change from its 2019 rate of $253.19, 
a select service -32.6% to -51.1% change from its 2019 rate of $50.36-$76.19 and a -28.2% 
change for budget from its 2019 rate of $37.40.4

Luxury Select-Service Budget

2020 RevPAR Forecast4 $99.90 $33.94-$37.27 $26.87

2021 RevPAR Forecast4 $196.81 $44.75-$62.44 $35.14

Financial Strength & Flexibility
According to CBRE, the hotel sector started 2020 in a more profitable position than past recessions 
after record-high occupancy levels in 2019 and profit margins that were 450 bps greater than the 
long-term average.2 Yet hotel owners started seeing signs in 2019 indicating the end of a market 
cycle, like a downward RevPar trend dotted by months of negative growth. While no one could 
have predicted the abrupt economic disruption in 2020, many hotel owners started taking a more 
defensive balance sheet position in 2019 and early 2020, preserving and enhancing liquidity and 
reducing expenses. As the full effect of the pandemic has set in, hotel owners with greater cash 
positions and who have contained costs are better positioned to withstand prolonged business 
disruption, meeting near-term debt obligations and covering operating costs with the cash on 
their balance sheets.

The Silver Acquisitions Lining
For hotel owners with strong balance sheets, liquidity positions and positive lending relationships, 
the supply/demand imbalance forecasted through at least 20214 will present attractive acquisition 
opportunities. For the most part, hotel buyers will need to look beyond current market conditions 
to the point of stabilization projected for the 2023 timeframe to underwrite long-term operating 
performance. While there aren’t a lot of stabilized, cash-flow-positive assets trading, opportunistic 
acquisitions are already taking place. Both Blackstone Group and Starwood Capital Group 
bought stakes in Extended Stay America – a select-service hotel that has yet to close any of its 
locations.13

Conclusion
While the entire commercial real estate industry is currently in unchartered territory, the hotel sector 
has a proven track record of resiliency, recovering from prior economic and demand shocks. It 
is also known for being consumer-centric, continually changing models to deliver the experience 
and amenities consumers demand. Today those are safety and health, which hotels have already 
started to deliver and communicate broadly to incite greater demand. Among the hotel types 
discussed, select-service continues to come out on top as far as a smoother road to recovery 
based on serving a broad business, individual and expense-tolerant target market and operating 
efficiently at favorable break-even points and profit margins. The appeal of select-service among 
hotel investors is reinforced by recent acquisitions by prominent firms.

The hotel sector 
has a proven 
track record 
of resiliency, 

recovering from 
prior economic 
and demand 

shocks
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ABOUT PHOENIX AMERICAN HOSPITALITY
Phoenix American Hospitality owns and operates limited and upscale select service hotels in the United States with strong 

brand affiliations including Marriott, Hilton and Hyatt Brands.

Learn more at www.PhoenixAmericanHospitality.com.
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