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REGIONAL ECONOMIC SUMMARY

“The Eleventh District economy expanded at a moderate pace over
the past six weeks, although business outlooks were slightly more
cautious. Respondents in most sectors said activity improved or held
steady since the last report. The notable exception came from
homebuilders and construction-related manufactures who said
demand dropped off following the expiration of the first-time
homebuyer tax credit. The majority of Eleventh District respondents
expect economic conditions to remain positive, but many expressed
uncertainty about the pace of future growth. Numerous contacts said
uncertainty regarding fiscal and financial reforms was restraining
business activity.

Selling prices held steady for most responding firms. There were
scattered reports that rising input costs were squeezing margins.
Notably, paper producers said linerboard prices continued to rise, and
high-tech firms said supply-chain problems had increased costs for
producers. Some transportation service firms had raised fees but
reduced fuel surcharges. Lumber producers said prices had come
down since the spring run-up, and staffing firms continued to note
pressure to reduce fees. Contacts in residential construction said
industry consolidation has led to fewer concessions in pricing.”

Federal Reserve Bank Beige Book, July 28, 2010

HOUSTON: NEXT FOUR QUARTERS

The arrows show the forecast direction of change over the next 4
quarters vs. the previous 4 quarters. Light blue indicates above the
long run average, and dark blue indicates below.

Occupancy

Occupancy will increase to 56.7%, better than the previous 4
quarters’ rate of 54.6%, but below the long run average of 63.2%

Average Daily Rate

ADR growth expectations are increasing, positive 1.0% vs. the past
4 quarters' rate of negative 9.7%, but are below the long run
average of positive 3.3%

Revenue Per Available Room

RevPAR growth projections for the next 4 quarters are climbing to
4.8% as compared to the past 4 quarters' rate of negative 22.8%,
and are greater than the long run average of positive 3.7%
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* Dark blue indicates above long-term average

Supply*

Supply growth is less active, 5.0% vs. the past 4 quarters' rate of
7.5%, though it is greater than the long run average of 3.7%

Demand

Forecast demand growth is climbing, positive 8.9% vs. the past 4
quarters’ rate of negative 8.1%, and is greater than the long run
average of positive 3.8%
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Next 4 Quarter Forecast

Full report available at

ww.hotelhorizons.com

HOUSTON HOTEL MARKET SUMMARY

By year-end 2010, Houston hotels are forecast to see a RevPAR
decrease of 2.6%. This is the result of an estimated increase in
occupancy of 0.5% and a 3.1% loss in average daily room rates
(ADR). The 2.6% decline in Houston RevPAR is worse than the
national projection of a 4.6% increase.

Leading the way in 2010 RevPAR change is the upper-priced
segment of Houston. The properties in this category are forecast to
suffer a 2.0% loss in ADR and see a 3.8% increase in occupancy,
resulting in a 1.7% RevPAR increase. Lower-priced hotels are
projected to experience an ADR decline of 6.8%, along with a 2.7%
loss in occupancy, resulting in a 9.3% RevPAR decline.

Looking towards 2011, Houston RevPAR is expected to grow 5.1%,
reversing the downward trend of 2010. Prospects for RevPAR
growth in the upper-priced segment (positive 6.5%) are better than
in the lower-priced segment (positive 1.9%). Houston market
occupancy levels are expected to range from 56.3% to 61.7% during
the 5-year forecast period.

Houston Standardized Changes in Real RevPAR
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Source: Colliers PKF Hospitality Research, Smith Travel Research

Quarterly Employment vs. Demand Change

Demand (Right)

e Employment (Left)
4% - - 20%

3% - - 15%
2% - - 10%
1% - 5%
0% - - 0%

1% -
2% -
-3% -
-4% -
59 J

- 5%

- -10%
- -15%
- -20%
- -25%

F &I T STSFIFTI IS
S S © S QO QO N & & N N N
VY YYVEIETSTSTSS

Source: Moody's Economy.com, Colliers PKF-HR, Smith Travel Research
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HOUSTON, TX
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Houston Top Brands Total Room Supply: 71,799

Upper-Priced Brands Properties Rooms % Market Lower-Priced Brands Properties Rooms % Market
Marriott 10 3,892 5.4% La Quinta Inn & Suites 28 2,224 3.1%
Hilton 9 3,533 4.9% Holiday Inn Express 26 2 2.9%
Crowne Plaza 7 2,480 3.5% Candlewood Suites 15 1,480 2.1%
Holiday Inn 10 2,219 3.1% Motel 6 13 1,438 2.0%
Courtyard by Marriott 12 1,775 2.5% InTown Suites 1 1,431 2.0%

The Full Version of a Hotel Horizons® Report Includes:

¢ 5 Year Forecast of Hotel Performance Data e Submarket Data

Supply, Demand, Occupancy, Rate, and RevPAR Historical performance and rankings
Upper and Lower Priced Properties New hotel construction
Quarterly forecasts up to 8 quarters out. Top brands
* 5 Year History of Hotel Performance Data Market penetration analysis
e Economic & Hotel Market Commentary e Special Analyses Every Issue
e History and Forecast of Key Economic Variables Past analyses have included:
Real Personal Income,Employment, CPl, GMP Airline capacity relationships
e Relationship Graphs Location-based forecasts (including resorts)

Relates economic movements to hotel performance Alternative scenarios

To purchase the full version of this report, or one of the 50 U.S. market reports available, please our website at

www.pkfc.com
or call our Publications Department toll-free at (866) 842-8754

Colliers Colliers

PKF

HOSPITALITY
RESEARCH

PKF Colliers

CONSULTING INTERNATIONAL
USA

INTERNATIONAL INTERNATIONAL

Advisory & Consulting Services Hotel Brokerage Services Industry Research & Publications

Asheville
Contact: Tony Jenkins
tony.jenkins@pkfc.com

Atlanta

Contact: Mark Woodworth
mark.woodworth@pkfc.com
Contact: Scott Smith
scott.smith@pkfc.com

Boston
Contact: Reed Woodworth
reed.woodworth@pkfc.com

Bozeman
Contact: Christopher Kraus

chris.kraus@pkfc.com

Chicago

Indianapolis
Contact: Mark Eble
mark.eble@pkfc.com

Jacksonville
Contact: Hank Staley
hank.staley@pkfc.com

Los Angeles
Contact: Bruce Baltin
bruce.baltin@pkfc.com
Contact: Jeff Lugosi
jeff.lugosi@pkfc.com

New York

Contact: John A. Fox
john.fox@pkfc.com

Orlando

Portland
Contact: Tom Blake
tom.blake@pkfc.com

San Francisco
Contact: Tom Callahan
thomas.callahan@pkfc.com

Tampa
Contact: Chuck Ross
chuck.ross@pkfc.com

Washington, D.C.
Contact: Kannan Sankaran
kannan.sankaran@pkfc.com

Dallas / Houston
Contact: Hank Wolpert
hank.wolpert@pkfc.com
Contact: R. S. Patel
rs.patel@pkfc.com

Los Angeles
Contact: Bob Kaplan
bob.kaplan@pkfc.com
Contact: Rod Apodaca
rod.apodaca@pkfc.com

Miami

Contact: Rich Lillis
rich.lillis@pkfc.com
Contact: Kent Schwarz
kent.schwarz@pkfc.com

Sacramento

San Francisco
Contact: Bob Eaton
bob.eaton@pkfc.com
Contact: Mark McDermott
mark.mcdermott@pkfc.com
Contact: Henry Bose
henry.bose@pkfc.com

Atlanta
Contact: Mark Woodworth
mark.woodworth@pkfc.com

Contact: Mark Eble Contact: Dan Hayward

mark.eble@pkfc.com

Contact: Rachel Falkner

rachel.falkner@pkfc.com dan.hayward@pkfc.com

Seattle
Contact: Chris Burdett
chris.burdett@pkfc.com

Dallas / Houston
Contact: Randy McCaslin
randy.mccaslin@pkfc.com

Philadelphia
Contact: David E. Arnold
dave.arnold@pkfc.com
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