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Now Is The Time to Buy New Orleans Hotel

By: Stephen Rushmore, MAI, CHA - HVS International - New York

he recent tragic hurricane that

devastated New Orleans and the Gulf
states raises the issue of hotel disasters and
poses questions concerning the prognosis
for a rapid and complete recovery. Since
travel is largely discretionary, any type of
disaster that adversely affects a traveler's
perception of safety or comfort will impact
the selection of a particular hotel or
visitation to affected country or region.
This column focuses on noted hotel
disasters, identifying solutions to minimize
the long-term consequences, as well as
identifying investment opportunities for
those who understand the potential
windfall that often accrues to hotels that
quickly repair or rebuild.

The Florida hurricanes of 2004, the Asian
tsunami and hurricane Katrina are examples
of external, area-specific disasters. The
immediate impact of these events is a brief
(usually one to two week) suspension of
travel to the area while authorities rescue
survivors, begin relief efforts and start
repairing the infrastructure. What follows
is a recovery and building boom of
massive proportions with government
agencies, insurance adjusters, contractors,
construction workers flooding into the area.
All these individuals require temporary
accommodations for up to three years and
hotels are the logical beneficiaries.

While recovering from an external disaster
is usually beyond hoteliers' control, history
shows that recovery occurs rapidly once a
solution to the disaster is implemented or
becomes apparent. Tourist travel to Florida
resumed fully once the cleanup was

completed and hurricane season passed.
Many of the tourist areas affected by the
Asian tsunami are now back to normal
because countries have installed early
warning systems and the rebuilt hotels now
provide quick and easy access to either
higher ground or water-tight shelters.
Hong Kong quickly recovered from SARS
once the disease was contained and
eradicated. The attack on the World trade
Center adversely impacted New York City
hotels for only three months.

Internal, property-specific  disasters
include hotel fires, structural defects and
poisonings. In the 1980's, the MGM Grand
in Las Vegas suffered a devastating fire
that killed more than 80 people and injured
an additional 650. Banner headlines
alerted travelers to the potential danger of
hotel fires, which sensitized guests to
reject hotel without sprinklers, investigate
fire exit routes and request rooms on lower
floors. After the fire, the MGM Grand
repaired the damage and installed a state-
of-the-art fire detection and sprinkler
system, thus becoming the industry
standard for fire safety. Because this hotel
faced its problem, implemented an
identifiable solution and publicized the
safety benefits of this solution, the market
rapidly returned and the MGM Grand
quickly regained its prominence in the Las
Vegas market.

However, not all hotel disasters have an
identifiable total solution. For example, the
Belleview Stratford hotel in Philadelphia
was found to harbor the infamous
Legionnaires Disease, a deadly bacteria

living in the hotel's air-conditioning
system. A renovation of all guestrooms and
air handling systems failed to convince
travelers the reconstruction and sanitizing
had completely removed all objectionable
organisms. Several operators, including
Fairmont and Western International, were
unable to overcome the negative stigma
because an identifiable, total solution to
the problem never could be proven. While
this type of uncorrectable stigma also
attaches to hotels with severe mold
infestations, incidences of food poisonings
rarely involve a long-term stigma.

The structural failure and collapse of a sky
bridge at the Hyatt in Kansas City,
Missouri, which killed a number of people,
is another example of a disaster without
an identifiable total solution. Naturally, the
integrity of the property's other structural
components were questioned following
this incident. These uncertainties
pertaining to important safety issues
significantly prolonged the recovery
period for this hotel.

Travelers are a resilient lot. Fortunately
they quickly forget tragedies and readily
accept identifiable solutions. Based on the
history of hotel disasters, | have no doubt
that tourists and conventioneers will
rapidly return to New Orleans and the Gulf
states once the area hotels and tourist
infrastructure is cleaned up and reopened.
Add to this billions of dollars of recovery
money the federal, state and local
municipalities will pump into the area. |
predict a boom time for local New Orleans
hotels for the foreseeable future.
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Occupancy Rate Average Room RevPAR Room Room

September 2005 Number (%) Rates ($) %) Supply Demand
of Rooms 2005 2004 2005 2004 2005 2004 Y%chg % chg

Nova Scotia Area 939 74.5%  69.9% $92.47 $86.95 $68.89  $60.78 0.0% 6.7%
Halifax, NS 2,832 87.1%  89.5% $131.90 $132.76 $114.88  $118.82 24% -0.3%
Montreal Downtown 9,348 82.8%  79.2% $162.25  $156.97 $134.34  $124.32 23%  6.9%
Montreal Area 4,429 75.0% 74.8% $102.44  $104.41 $76.83 $78.10 1.4% 1.7%
Quebec City, QC 3,828 75.8%  81.4% $150.84  $165.34 $114.34  $134.59 1.1% -5.9%
Quebec Area 4,052 62.3% 64.6% $117.90  $117.22 $73.45 $75.72 05% -2.9%
Toronto Downtown 12,533 87.1% 83.3% $187.32  $173.71 $163.16  $144.70 0.6% 5.3%
Toronto North/East 6,404 77.0% 68.1% $116.17  $109.73 $89.45 $74.73  -10.3% 1.4%
Toronto Airport/West 7,090 73.7%  72.6% $112.47  $107.17 $82.89  $77.81 45%  6.1%
Ottawa, ON 7,796 775%  73.6% $129.71  $126.97 $100.53  $93.45 0.0% 5.3%
Ontario East 3,963 70.8%  69.0% $102.50 $96.89 $72.57  $66.85 0.9% 3.4%
Windsor/ Ontario SW 2,978 55.2% 54.5% $97.03 $99.85 $53.56 $54.42 0.0% 1.2%
London/ Kitchener 5,897 68.8%  68.0% $100.58 $97.58 $69.20  $66.35 0.0% 1.2%
Ontario North/ Thunder Bay 1,598 75.4%  71.5% $80.26 $80.98 $60.52 $57.90 0.0% 55%
Ontario NC/ Sudbury 3,935 71.2%  71.2% $109.29  $111.46 $77.81  $79.36 03% 0.4%
Niagara Falls, ON 7,406 74.4% 72.7% $142.49  $137.08 $106.01 $99.66 0.0% 2.4%
Ontario Central 2,649 67.1% 72.7% $99.67 $94.99 $66.88  $69.06 1.0% -6.7%
Mississauga, ON 5,544 67.6%  70.8% $103.92  $102.70 $70.25 $72.71 29% -1.8%
Winnipeg, MB 3,789 65.1% 62.5% $92.97 $90.33 $60.52 $56.46 02% 4.4%
Regina/Saskatoon, SK 4,093 65.2% 58.7% $95.44 $89.26 $62.23 $52.40 0.0% 11.1%
Calgary, AB 7,900 81.1%  76.4% $119.28  $111.82 $96.74  $85.43 0.0% 6.1%
Edmonton, AB 6,777 70.8%  64.3% $97.41 $98.00 $68.97  $63.01 1.5% 11.8%
Alberta North Area 2,628 82.0% 71.2% $147.38  $143.87 $120.85 $102.44 1.6% 17.1%
Alberta South Area 6,118 74.0% 69.5% $159.51  $153.09 $118.04  $106.40 27%  9.3%
Vancouver Downtown 7,985 88.5%  83.4% $175.57  $167.59 $155.38  $139.77 0.0% 6.2%

Vancouver/ Burnaby Area 2,165 82.1%  76.2% $115.30  $106.12 $94.66 $80.86 -4.9% 2.4%

Richmond-Surrey/ East Area 4,901 74.8%  70.2% $103.82 $94.08 $77.66 $66.04 43% 11.0%

British Columbia Area 5,673 62.0% 56.9% $118.50  $113.68 $73.47 $64.68 0.2% 9.2%
Kamloops/ Kelowna Area 4,292 66.9% 61.7% $102.59  $104.13 $68.63 $64.25 0.0% 8.4%
Vancouver Island 3,659 751%  70.2% $142.66  $140.57 $107.14 $98.68 06% 7.6%
Provinces

Alberta 23,423 76.4% 70.6% $126.88  $122.43 $96.94 $86.44 1.7% 9.9%
British Columbia 28,024 75.7% 70.3% $136.03  $128.72 $102.97 $90.49 0.3% 7.9%
Manitoba 4,728 63.5% 61.2% $89.90 $87.49 $57.09 $53.54 1.6% 5.5%
New Brunswick 3,323 69.6% 69.9% $111.29  $107.15 $77.46 $74.90 2.3% 1.8%
Newfoundland 1,747 69.6% 77.0% $121.09  $120.82 $84.28 $93.03 41% -5.8%
Nova Scotia 3,771 84.0% 83.3% $123.17  $120.75 $103.46  $100.58 0.9% 1.7%
Northwest Territories 66 INS INS INS INS INS INS INS INS
Ontario 66,831 74.8% 72.7% $130.32  $124.56 $97.48 $90.56 0.0% 2.9%
Prince Edward Island 938 729%  71.4% $126.02  $119.38 $91.87 $85.24 0.0% 2.1%
Quebec 22,619 76.0% 75.5% $140.71  $139.76 $106.94 $105.52 1.0% 1.6%
Saskatchewan 5,370 62.8% 57.9% $89.77 $83.79 $56.38 $48.51 0.4% 9.0%
Yukon Territory 585 66.3% 59.5% $92.17 $91.85 $61.11 $54.65 0.0% 11.4%
Canada 161,425 69.2% 66.8% $109.73  $107.05 $75.93 $71.51 0.7% 4.2%
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Year-To-Date of Rooms 2005 2004 2005 2004 2005 2004 %chg % chg
Nova Scotia Area 939 58.0%  55.9% $86.45 $79.15 $50.14  $44.24 0.3% 4.2%
Halifax, NS 2,832 70.4% 71.4% $119.22  $120.61 $83.93 $86.12 20%  0.7%
Montreal Downtown 9,348 66.4% 67.8% $155.41  $151.97 $103.19  $103.04 23%  0.0%
Montreal Area 4,429 68.0% 66.3% $104.71  $103.04 $71.20 $68.32 08% 3.3%
Quebec City, QC 3,828 68.3%  65.5% $137.51  $136.99 $93.92  $89.73 0.2%  4.5%
Quebec Area 4,052 59.2%  57.2% $119.14  $114.86 $70.53 $65.70 0.2% 3.9%
Toronto Downtown 12,533 70.4%  69.6% $160.82  $155.84 $113.22  $108.46 04% 1.6%
Toronto North/East 6,404 64.4% 60.0% $112.66  $108.48 $72.55 $65.09 -9.0%  -2.4%
Toronto Airport/\West 7,090 70.2%  68.4% $110.87  $107.21 $77.83 $73.33 3.7%  6.3%
Ottawa, ON 7,796 65.8% 62.4% $127.27  $124.37 $83.74 $77.61 03% 57%
Ontario East 3,963 59.5%  56.8% $100.11 $95.76 $59.57  $54.39 0.2%  5.0%
Windsor/ Ontario SW 2,978 54.2% 55.5% $98.94 $98.82 $53.63 $54.85 0.0% -2.4%
London/ Kitchener 5,897 60.5%  59.4% $99.32 $96.19 $60.09  $57.14 05% 2.4%
Ontario North/ Thunder Bay 1,598 67.3% 62.7% $79.57 $79.37 $53.55 $49.76 0.9% 8.4%
Ontario NC/ Sudbury 3,935 60.3%  56.5% $102.14  $104.74 $61.59  $59.18 -0.3% 6.5%
Niagara Falls, ON 7,406 58.1% 57.7% $139.85  $134.13 $81.25 $77.39 22%  2.9%
Ontario Central 2,649 60.3%  60.8% $96.86 $95.65 $58.41  $58.16 0.9% 0.0%
Mississauga, ON 5,544 60.2%  58.8% $104.28  $101.35 $62.78  $59.59  -02% 2.1%
Winnipeg, MB 3,789 63.5% 62.5% $90.65 $90.38 $57.56 $56.49 1.1%  2.8%
Regina/Saskatoon, SK 4,093 63.2% 57.3% $93.02 $88.43 $58.79 $50.67 0.0% 10.3%
Calgary, AB 7,900 71.4% 68.2% $118.54  $113.93 $84.64 $77.70 02% 4.8%
Edmonton, AB 6,777 66.5%  62.7% $97.41 $97.77 $64.78  $61.30 1.4%  7.6%
Alberta North Area 2,628 73.1% 63.3% $128.63  $128.11 $94.03 $81.09 24% 18.2%
Alberta South Area 6,118 66.5% 61.5% $141.56  $140.45 $94.14 $86.38 2.2% 10.5%
Vancouver Downtown 7,985 73.3%  71.2% $157.63  $157.06 $115.54  $111.83 0.0% 2.9%

Vancouver/ Burnaby Area 2,165 69.4%  64.7% $107.20  $100.92 $74.40 $65.30 -54% 15%

Richmond-Surrey/ East Area 4,901 67.7%  64.3% $96.60 $91.57 $65.40 $58.88 1.8% 7.2%

British Columbia Area 5,673 59.8% 59.5% $145.07  $144.07 $86.75 $85.72 0.4% 0.9%
Kamloops/ Kelowna Area 4,292 62.0%  55.6% $94.36 $98.09 $58.50 $54.54 0.0% 11.4%
Vancouver Island 3,659 68.2%  64.2% $127.63  $126.83 $87.04 $81.42 1.3% 7.6%
Provinces

Alberta 23,423 68.9% 64.5% $119.55  $117.48 $82.37 $75.77 1.7% 8.8%
British Columbia 28,024 67.0%  63.9% $127.98  $126.81 $85.75 $81.03 0.2% 5.0%
Manitoba 4,728 61.9% 60.8% $88.34 $87.54 $54.68 $53.22 1.9% 3.8%
New Brunswick 3,323 63.5% 61.9% $103.91  $100.86 $65.98 $62.43 1.0% 3.6%
Newfoundland 1,747 65.6% 66.2% $118.12  $113.05 $77.49 $74.84 1.5% 0.6%
Nova Scotia 3,771 67.3%  66.8% $112.37  $110.28 $75.63 $73.67 1.0% 1.8%
Northwest Territories 66 INS INS INS INS INS INS INS INS
Ontario 66,831 63.9% 62.1% $122.06  $118.60 $78.00 $73.65 0.1% 3.1%
Prince Edward Island 938 54.6%  54.5% $106.72  $106.11 $58.27 $57.83 0.0% 0.3%
Quebec 22,619 65.5%  64.6% $134.50 $131.59 $88.10 $85.01 0.7% 2.1%
Saskatchewan 5,370 61.3% 55.5% $87.88 $83.26 $53.87 $46.21 0.6% 11.2%
Yukon Territory 585 61.8% 51.7% $90.22 $90.00 $55.76 $46.53 0.0% 19.4%
Canada 161,425 62.0%  58.8% $103.97  $102.81 $64.46 $60.45 0.6%  6.0%
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DEFINITIONS

Occupancy: Rooms sold divided by rooms available.

Room Revenue: Total room revenue generated from the sale or rental of rooms.

Average Daily Rate (ADR): Room revenue divided by rooms sold.

Room Revenue Per Available Room (RevPAR): Room revenue divided by rooms available (occupancy times average room rate will

closely approximate RevPAR).

If you have any questions regarding this publication please send a message to bmacdonald@hvsinternational.com
Web Site: http://www.hvsinternational.com

Vancouver Office Toronto Office
4235 Prospect Road 6 Victoria Street
North Vancouver, BC Toronto, ON
Canada V7N 3L6 Canada M5E 1L4
(604) 988-9743 (416) 686-2260
INTERNATIONAL (604) 988-4625 fax (416) 686-2264 fax

HVS is the leading consulting and appraisal firm specializing solely in the hospitality industry. HVS personnel have university degrees
in Hotel Administration, or actual hotel work experience, and are taking further courses of study to obtain recognized real estate
designations. HVS has consulted for over 10,000 hotels in 55 countries.
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STR provides information and analysis to all major Canadian and U.S. The Hotel Association of Canada is a federation of

hotel chains. Individual hotels, management companies, appraisers, provincial and territorial associations, hotel chains and

consultants, investors, lenders and other lodging industry analysts also suppliers with a mandate to represent members nationally

rely on STR data for the accuracy they require. With the most and internationally and to provide cost-effective services

comprehensive database of hotel performance information ever that stimulate and encourage a free market
compiled. STR has developed a variety of products and services to accommodation industry.

meet the needs of industry leaders. OFFICE:

OFFICE: Anthony Pollard,

735 E. Main St., 1206-130 Albert Street,

Hendersonville, TN 37075 Ottawa, Ontario K1P 5G4
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