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LODGING REAL ESTATE OVERVIEW

The total Canadian Construction Pipeline has 178 projects with 22,592
rooms as of the end of Q3 2009. This is the lowest quarterly total since Q1
2005. New Hotel Openings continue to exit the Pipeline at a high rate for

a second consecutive year. This, combined with further project cancella-
tions and postponements and the dearth of new projects announced into the
Pipeline, continues to deplete Pipeline totals and will do so through 2010

and into 2011.

With the current economic, lending and hotel operating environments,
developer sentiment is somewhat downbeat. A new development cycle will
not begin until the economy improves, distressed loans pass from the bank-
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LE’s Construction Pipeline: By Stage

Q1 2008 Q3 2009 % Change
Pipeline Peak Q1 08 to Q3 09
Stage Projs Rms | Projs Rms | Projs Rms
Under Construction 89 12,340 62 8,512 | -30% -31%
Starts Next 12 Mos 93 11,649 54 6,219 | -42% -47%
Early Planning 83 9,975 62 7,861 | -25% 21%
Total Pipeline 265 33,964 | 178 22,592 | -33% -33%

ing system, hotel demand increases, rates improve, and the absorption of

previous new supply begins.

LE notes that:

e Total Pipeline projects are down 10% QoQ and 23% YoY, while
total room counts are down 7% QoQ and 23% YoY.
e Under Construction totals, at 62 projects/8,512 rooms, are at a low

not seen since Q3 2006.

* 54 projects/6,219 rooms are Scheduled to Start Construction in the
Next 12 Months. The counts are the lowest LE has ever recorded.

e The province of Ontario has the most lodging development, with
65 projects/9,274 rooms, or 37% of Canada’s total Pipeline proj-
ects. Much of this is in Toronto, which, despite the recession, is

Construction Pipeline by Province

Rest of
Q3 2009 Canada
Province Projs Rms s
Ontario 65 9,274 British)
Alberta 46 5,516 Co:l;:/‘obla
British Columbia 26 3,520 Alberta
Rest of Canada 41 4,282 26%

seeing strong develoment, particularly in the financial center.

KEY PIPELINE METRICS

% of Total Projects

Construction Starts

Construction Starts are at a low 10 projects/1,318
rooms. Project migration up the Pipeline towards
construction will be slow until operating perfor-
mance improves and lending terms become less
restrictive.

2,142 2,153
1,896 1,905
(2}
g 1,329 1137 1318
=]
=
Q1 Q2 Q3 Q4‘Q1 Q2 Q3
2008 2009
Projects 9 19 18 19 22 10 10

Cancellations/Postponements

In Q3, 15 projects/1,336 rooms were cancelled
or postponed. They are expected to continue

at higher than normal rates until developer
concerns about the economy, operating perfor-
mance and lending conditions improve.
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New Project Announcements

At 15 projects, 1,609 rooms New Project An-
nouncements into the Pipeline continue to be low
and will remain as such until economic condi-
tions improve and lodging demand increases suf-
ficiently to begin the absorption of recent supply
additions.
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LE'S FORECAST FOR NEW HOTEL OPENINGS
Although they peaked in 2008, New Hotel Openings continue to be historically high in

2009. Through Q3, 49 new hotels with a total of 5,858 rooms have opened. An additional
12 projects/1,327 rooms are expected to open in Q4.

New Hotel Openings will begin to decline significantly in 2010, with LE’s Forecast calling
for 43 projects/5,593 rooms to enter as new supply. In 2011, a lower 34 projects/4,018
rooms are set to open. With declining Pipeline totals, this trend in New Hotel Openings
will continue in a bottoming formation for the foreseeable future.

ABOUT LODGING ECONOMETRICS

With over 30 years of experience, Lodging Econometrics (LE) is the foremost source of global business development intelligence for hotel franchise companies. LE
serves as your strategic planning partner. We identify every opportunity available to your company worldwide, based on your particular market share goals, sales

objectives and brand specifications.
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