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ABOUT THIS REPORT

Preston Rowe Paterson prepare research reports covering the main markets within
which we operate in each of our capital cities and major regional locations. This
Hotels & Leisure Market research report provides analysis and detail of economic
factors which impact the New South Wales tourism regions.

Within this report we have analysed sales over the first half of the year 2015 in the
various New South Wales
Blue Mountains.

To compile the research report we have considered the most recently available
statistics from known sources. Given the manner in which statistics are compiled
and published they are usually 3
them. Where possible we consider short term movement in the statistics by looking
at daily published data in the financial press. Where this shows notable fluctuation,
when compared to the formal published numbers we have commented
accordingly.
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MARKET OBSERVATIONS

There were many significant hotel sales sold for over $20
million in six months to June 2015. Of the NSW tourism regions,
the Sydney tourism region has recorded the most
accommodation hotel and licensed pub transactions activity

in the first half of 2015.

According to  Destination NSW , the NSW hotels and leisure
industry had experienced a yearly increase of 3.1% in

domestic overnight visitors and a 6.7% growth in international
overnight visitors, year ending to March 2015. The NSW

tourism industry is expected to remain positive for the rest of

the year as the NSW Government had allocated $176 million
to tourism and major events in the ~ NSW 201516 Budget . The
new budget will target domestic overnight stays in Sydney

and international overnight stays in Regional NSW.

In comparison to other tourism regions, the Sydney hotels and
leisure market performance remained strong. One of the
factors contributing to the growth in the hotels sector was the
lower Australian dollar against the US dollar. The purchasing
power of foreign investors and tourists have risen in the first
half of 2015. As a result, domestic travel has also increased.

According to STR Global, the Sydney tourism environment has
improved based on  a yearly analysis of occupancy rate and
revenue per available room. In comparison to June 2014, the
June 2015 results showed an overall growth in Sydney hotels
indicating a 0.9% increase in occupancy rates, -1.04% fall on
average daily rate and 0.05% increase in revenue per

available room.

Due to the strong tourism results for accommodation hotels,
property investors interest in hotel and leisure properties had
increased in the first half of 2015. Other factors that led to the
high demand where there was low cash rate, scarcity of
quality hotel and leisure stocks in the market and the
tightening of supply.
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Local and foreign investors were active in the first half of
2015. Asian investors were particularly interested in
metropolitan properties close to the CBD.

New accommodation hotel
developments were mainly
focussed in the Sydney
metropolitan areas. The hotels
under construction include
Barangaroo by Crown , Sofitel
Darling Harbour and the
Sheraton Hotel in Darling
Harbour. Hotel group  Accor is
said to developa Pullman
brand hotel next to the Sydney
Airport with 229 rooms thatis
expected to open in May 2016.
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A majority of metropolitan sales Airport
in six months to June 2015 were
licensed pub investments within the Sydney tourism region.
The marketds appetite for pubs was

securing iconic and well located pubs.

The regional NSW hotel and leisure market had remained
relatively stable in the first half of 2015. The regional hotel and
leisure market is often limited by its smaller populations and
pedestrian traffic, lower socio  -economic backgrounds,
increases in operating costs and reliance on regional tourism.

The Hunter Valley and Blue Mountains tourism regions
remained reasonably slow compared to the Sydney tourism
region. There were no observable market movement in the
Blue Mountains region in the six months to June. The Snowy
Mountains tourism region was relatively active in the first half
of 2015 with a few chalet sales, following the landmark sale
of the Perisher Ski Resort

Taking into account of the observation on current sales and
hotels occupancy rates as at June 2015, the hotels and
leisure property outlook is forecasted to be in demand. The
Sydney tourism region is expected to grow in attractiveness
to investors, tighten supply for quality hotel and subsequently
increase revenue per available room. Regional NSW is likely
to remain steady throughout 2015.
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HOTEL & LEISURE MARKEKEY INDICATORS

Australian Tourism Industry

According to the Australian Bureau of Statistics, New South
Wales received 38% of all short term overseas visitors (staying
less than a year) in the 2014 -15 financial year. Around 46% of
overseas short -term visitors travel to Australia for a holiday and
stayed for 11 days.

The total number of visitors arriving in Australia has steadily
increased in the past four years to June 2015. The ABS revealed
that there was about 1.8 million overseas arrivals in the June
quarter. This was an increase of 1.2% from the March quarter
and a growth of 5.7% compared to the June quarter 2014.
Analysis of previous financial year results have revealed that the Sydney Hotel Performance
total short -term overseas visitors results has risen by 6.57% to 7.1

million. According to STR Global monthly statistical report, the all

Sydney hotels demand in June has increased by 0.8%. Hotel
demand has remained relatively stable over the June quarter.
This coincides with the 30% decline in overall hotel supply over
the quarter to  80.7%.

The June quarter recorded a 011.76% decline in occupancy
rates to 78.8%, a -18.64% fall in average daily rate (ADR) to
$185.55 and a 028.18% decrease in revenue per available room
(RevPAR) to $146.28.

Although the June occupancy rate is the lowest rate recorded
in the first half of 2015, the Sydney hotel market has seen growth
across its occupancy rates, ADR and RevPAR over the year to
June 2015.
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Chart 2 6 Sydney hotel performance - Source - STR Global/Preston Rowe
Paterson
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