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Thousands of hotel owners, developers, investors, lenders,
management companies, and public agencies around the world rely
on HVS to support confident, informed business decisions.
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National Trends
Demand
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General Managers Survey: Major Concerns
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General Managers Survey: Occupancy Outlook

Slight Decline

W CHIS ®GMs

No Change

Source: HVS

Slight Increase

Increasing |



60%

50%

40%

30%

20%

10%

0%

J 0 J L B

Decline

General Managers Survey: ADR Outlook
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General Managers Survey: NOI Increase 20197
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National Occupancy, ADR, and RevPAR Trends
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Demand and ADR Decelerated through June;
Supply Holds Steady

B Supply Demand —QOccupancy ADR Recessions
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In 2018 >45% of Hotels in U.S. Reported GOP Decline

Showing Decreases | Showing Increases

Luxury Upper Upscale Upper Midscale/
Upscale Midscale Economy

Source: STR



Midwest RevPAR Performance
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Midwest RevPAR Change 2018

RevPar Change

MKE 0.60
Indianapolis  (0.90)
Omaha 1.60
Minneapolis
Kansas City (5.60)
STL * (0.20)
Nashville 1.90
Detroit
Columbus ™ (0.20)
Cleveland
Cincinnati 1.10
Chicago




We have new leaders




Rising Costs

In 2018:

» Union Labor Strike
» Record Unemployment

In 2019:

>
>
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Minimum Wage Increase
Fair Workweek

Property Tax Increases Under New Assessor
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Government Demand
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Wrigley Field }———

Lincoln Park Zoo }\

John Hancock Center }\ /
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Special Events and Festivals

May June

James Beard Awards Blues Fest

May July
Gospel Fest Taste of Chicago
April

: August

CUbS/Whlte SOX Chicago Air and Water Show
Opening Day
March August
St. Patrick's River Dying Lollapalooza
October September
Chicago Marathon Jazz Fest




Visitation trends
57.7 M
55.3 M

s526M 23S M
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2013 2014 2015 2016 2017 2018

In 2018...

> 57.7 million visitors

> 4.3% increase over 2017 record of 55.2 million
» Domestic travelers up 4.4%

> International travelers up 3.8%

> Business travel up 3.5%
> Leisure travel up 4.7%



How are we doing internationally?

Europe
B Asia
B Middle East
B South America

B Central America

M Oceania
W Caribbean
Africa

Mexico (air only)  5.1%
Canada (overnight only) A 8.0%
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Room Nights Generated

1,363,624
1,195,890 1,149,970 1,171,339

1,069,097
1 I I I 1IO1I355 I I

2012 2013 2014 2015 2016 2017 2018*

Total Major Events

229
155
139
i i ) i I I I

2012 2013 2014 2015 2016 2017 2018*

* Includes Wintrust Arena Events



Airport Expansions
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O'Hare Passenger Traffic
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Largest Projects in and around the Chicago Area

v Navy Pier
v' Gallagher Way/Wrigley Field
v Marriott Marquis/Tri-brand
Riverwalk
The 78
Lincoln Yards

5.9 million sq. ft. of new office
space

4,700 multi-family units
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B Available Office Space

34,000,000
32,000,000
30,000,000
28,000,000
26,000,000
24,000,000

20.0
18.0
16.0
14.0
12.0
10.0

% Percentage

2019

B Occupied Office Space

2020 2027 2022 2023

Bl Asking Lease Rate —Vacancy Rate

$41

2019

$40
$39
$38
$37

$36
$35
2020 2027 2022 2023






Sotirce: HVS

7,700+ New CBD Rooms

New Supply Breakdown by Class

W [ uxury 11% 14%
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New Supply Suburban

40 New Hotels
4,500+ New Rooms




New Supply Breakdown by Downtown
Neighborhood
River North |GG 2 s6
West Loop |GG 2077
South Loop |G 721
Loop M 584

UIC Medical District || l} 465
Lakeshore East |l 460
Streeterville [ 222
Gold Coast [} 222
Old Town [} 184
Hyde Park [} 167
Chinatown [} 148
Lincoln Park |} 145
Wicker Park I 99
Logan Square | 44




Construction Cost by Location

Pre-Opening
and Working

Building and Site

Improvements

Suburban Properties

Average  $14,441
% of Total* 12%

Urban Properties

Average  $28,669
% of Total* 8%

Capital

$82,609 $7,198 $16,545 $2,593 $123,386
67% 6% 13% 2%

$251,325 $51,639 $33,896 $4,935 $370,463
68% 14% 9% 1%

Source: HVS




Chicago Metro New Supply 2015-2019 YTD

Existing

2015 - YTD 2019  No. of Properties  (Reopenings/ New Hotel
. Rooms
Conversions)
Downtown 41 1,836 7,399
Suburbs 33 359 3,743
74 2,195 11,142

8% increase since 2015;: 18% CBD, 5% Suburbs

Source: HVS ‘



Chicago CBD New Supply 2019-2021

Source: HVS ‘



Midwest Pipeline as of Dec 2018

Nashville
Detroit 1,505
Indianapolis 2,131
Chicago 2,704
Cincinnati 1,509 3,276

Columbus 1,534 3,157

St. Louis 1,274 2,387

MKE 521 1,652

Cleveland 568 1,188

2,000 4,000 6,000 8,000 10,000 12,000 14,000 16,000 18,000

Under construction/Rooms M In Planning/Rooms







Chicago CBD’s occupancy expected to recover in 2020

MN.4%

2012 2013 2014 2015 2016 2017 2018 YTD YTD f2019 2020 f2021
Jun  Jun
2018 2019

Source: HVS, STR




Chicago CBD’s ADR to improve by 2020

N1.9%

2012 2013 2014 2015 2016 2017 2018 YTD YID f2019 2020 2021

Jun Jun
2018 2019
53 Source: HVS, STR



Chicago CBD’s RevPAR to improve significantly by 2020

2012 2013 2014 2015 2016 2017 2018 YTD YTD f2019 2020 2021

Jun Jun
2018 2019
54 Source: HVS, STR



Suburban Chicago’s occupancy to stabilize in 2020

MN1.6%

2014 2015 2016 2017 2018 YTD Jun YTD Jun f2019 2020 2021
2018 2019

Source: HVS, STR




Suburban Chicagos ADR to resume growth by 2020

510485104 o
n05%  H0->%

2014 2015 2016 2017 2018 YTD Jun YTD Jun f2019 2020 f2021
2018 2019
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Suburban Chicagos RevPAR to recover by 2020

$69

68
$ N2.1%

2014 2015 2016 2017 2018 YTD Jun YTD Jun f2019 2020 f2021
2018 2019

57 Source: HVS, STR




Chicagoland’s occupancy expected to recover in 2020

¥2.00sM0.7% 1077

67/% j 67% 68% 4077 &
(o} (o)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 YTD YTD f2019 f2020 2021
Jun Jun

2018 2019
Source: HVS, STR




Chicagoland’s ADR to improve by 2020

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 YTD YTD 2019 2020 f2021
Jun Jun

2018 2019
59 Source: HVS, STR




Chicagoland's RevPAR to recover by 2020

N2. 7%

MN3.5%

V3.8%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 YTD YTD f2019 2020 f2021

Jun Jun
2018 2019
60 Source: HVS, STR
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Cook County
Property Taxes







Why is this relevant?

Understanding how investors are
viewing the market

Understanding what owners are
going through



Summary of Taxes as a % of Total Revenue

New York 11.84%
Chicago 8.19%
Houston 7.85%
(o)
Chicago ranks #2 to NYC for Sﬁasstﬁir:]gton DC é;é;:
the amount of real estate Denver 6.51%
taxes paid compared to total Dallas 6.05%
revenues San Francisco 5.58%

Chicago Chicago
CBD Suburbs

High

Low

Average




Fast Facts

*Pertains only to
assessed values in the
city of Chicago

Assessed Values increased an average
of 21% in 2018

Properties are assessed triennial and
assessed values do not change
annually unless there is a valid reason

Despite increases, assessed values
average 10% of market values or sales
prices




68

Ran on the platform of making the
process more transparent

Vowed to shift the tax burden to
commercial and industrial
properties and away from
residential owners and small
business owners

Cook County Assessor's Office
Fritz Kaegi, Assessor




Assessment Methodology 2019

O 0060

1) Revenues Are 2) Secondary 3) Property 4) Vacancy is 5) Net income
Calculated income expenses calculated by is divided by
Based On including (including real property use the cap rate, i.e.

Market Rent parking, food & estate taxes) type the average cap
PSF For beverage, etc.is  are calculated rate in the
Commercial/ then added based on age, market for that
Retail/Office/ condition, group of similar
Industrial grade, and properties

Properties location




Fvanston Hotel Assessed Values

2018 2019

14,000,000
12,000,000

10,000,000

Average 8,000,000
increase

6,000,000

118% e

2,000,000

Holiday Hilton Margarita Hilton  Hyatt Renaissance Staybridge Residence Sheraton Embassy
Inn Orrington  Inn, Garden House  Chicago Suites Inn Chicago  Suites
Evanston Evanston Ascend Inn  Evanston North  Glenview Chicago/ North  Deerfield
North Collection Evanston Wilmette  Shore




What about

tax rates?

Tax Rate

Code - Equalization Equalized
Year 74002 Factor Tax Rate

2004 7.277 % X 2.4689 17.9662%
2005 6.433 X 2.4598 15.8239%
2006 6.280 X 2.5757 16.1754%
2007 5.981 X 2.7320 16.3401%
2008 5.302 X 2.7076 14.3557%
2009 4,994 X 2.8439 14.2024%
2010 4.816 X 2.9786 14.3449%
2011 4.627 X 3.3701 15.5935%
2012 4,931 X 3.3000 16.2723%
2013 6.832 X 2.6621 18.1875%
2014 6.808 X 2.7253 18.5538%
2015 6.867 X 2.6685 18.3246%
2016 7.145 X 2.8032 20.0289%
2017 7.266 X 2.9627 21.5270%
2018 6.786 X 2.9109 19.7534%

AVERAGE

% Change




What about

tax rates?

Tax Rate Equalization Equalized
Year Evanston Factor Tax Rate
2014 10.003 2.7253 27.2612%
2015 10.460 2.6685 27.9125%
2016 9.255 2.8032 25.9436%
2017 9.159 2.9627 27.1354%
2018 9.255 2.9109 26.9404%




Thank you!

Stacey Nadolny, MAI

(419) 367-3879 | snadolny@hvs.com
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