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Milwaukee – “Brew City” on the Rebound   

Perhaps best known as the home of the Miller Brewing Company and Major League 
Baseball’s Brewers, visitors of Milwaukee will also find influences from Bavarian 
cultures and the American motorcycle. Yes, the winters are frigid, but residents are 
rewarded with summer festivals along the shores of Lake Michigan and an impressive 
restaurant and brewpub scene year-round.  
 
As the largest city in the state of Wisconsin, Milwaukee has approximately 600,000 
residents today. Population is on the rise again following a few decades of decreasing 
numbers. The greater Milwaukee economic base is varied, with the service, 
manufacturing, and technological industries exhibiting some dominance. The major 
employers in the area are primarily related to the health care and manufacturing 
industries. The Harley-Davidson Motor Company has been headquartered here since 
1903 and has had a major influence on the region, as the state of Wisconsin is the fourth 
highest per capital in motorcycle ownership1. Harley’s 110th anniversary party and 
parade drew over 100,000 spectators to the Milwaukee lakefront in July 2013.  
 
Milwaukee is also home to 
numerous colleges and 
universities including Marquette 
University, the University of 
Wisconsin-Milwaukee, Cardinal 
Stritch University, Concordia 
University, and the Milwaukee 
School of Engineering. These 
institutions provide a diverse 
education and contribute to a 
well-educated workforce. 
 
Visitors of Milwaukee may be 
surprised to find that the city is 
rich in history, as it was 
inhabited originally by several Native American tribes. The city was founded in 1785 
and became a major destination for German and Polish immigrants in the nineteenth 
century. Several historic neighborhoods exist today with residential and commercial 
structures dating back to the 1860’s. 
 
The Milwaukee hospitality market includes hotels ranging from economic to resort 
properties. The purpose of this article is to examine factors that influence hotel values 
in this market. The article first provides a historical overview of the downtown 
Milwaukee market and examines supply and demand factors affecting the local lodging 
industry. The authors then discuss factors pertinent to the sales, cost, and income 
approaches used by professional valuation experts.  
 
  

                                                        
1 Motorcycle.com 

Miller Park and Downtown Milwaukee 
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Historical Overview of the Milwaukee Market 

Downtown Milwaukee consists of five different neighborhoods, as shown in the map below. 

The red dots represent individual hotels, with some of the prominent hotel developments 

noted in black text boxes. 

 

 
Milwaukee Area Hotel Market 

Milwaukee’s existing hotel inventory follows the pattern of a similarly sized city, with 
clusters of properties located near the major demand generators and visitor amenities. 
In Milwaukee, these include East Town, Kilbourn Town, the Historic Third Ward, the 
Marquette University area and Downtown South. Additional hotels are dispersed 
through-out the city.  
 
Within this study, we have researched the area’s inventory of hotels at or above the 
midscale class, as determined by Smith Travel Research. The sample of area hotels we 
focus on in this article are summarized in the figure on the following page.  
 
The bulk of the hotel inventory was developed before 2000, although moderate levels of 
development occurred in the last 14 years, with seven hotels representing 951 rooms 
added from 2000 to 2013. Two of these hotels (260 rooms) were opened during the 
recent recession, having been planned and financed during the prior expansionary 
cycle. The most recent additions include the Marriott Milwaukee Downtown (205 
rooms) in East Town, the Brewhouse Inn & Suites (90 rooms) in Kilbourn Town and 
the Hilton Garden Inn Milwaukee Downtown (127 rooms) in East Town, which is 
located just east of North-South Freeway in Kilbourn Town. 
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There are five luxury hotels in the market currently (781 rooms) as rated by Smith 
Travel Research. These include the Iron Horse Hotel near the Harley-Davidson 
Museum, which was converted from a 100-year-old warehouse and opened in 2008. 
The Hilton Milwaukee City Center features the most meeting space at 31,335 square 
feet, as it is adjacent directly to the city’s main convention center, the Wisconsin Center.  
 
The historic Preferred Pfister Hotel, which was built in 1893, has been a premier 
downtown Milwaukee hotel for over a century. The 307-room hotel, featured to the 
right, is also renowned for its priceless 
Victorian art collection which rivals 
that of any hotel in the world. It has 
been the host to most visiting Major 
League Baseball teams during the past 
few decades. In early 2014, the hotel 
completed a multi-year and multi-
million dollar renovation program that 
began in 2006. Upgrades included the 
addition of a spa, minor 
refurbishments to the ballroom and 
meeting space, and renovation of the 
guestrooms.  

Property Name Location Year Built

Number of 

Rooms STR Chain Scale

The Iron Horse Hotel Downtown South 2008 100 Luxury Class

Astor Hotel East Town 1920 96 Upper Midscale Class

County Clare Irish Hotel & Pub East Town 1997 29 Upscale Class

Hilton Garden Inn Milwaukee Downtown East Town 2012 127 Upscale Class

Hotel Metro East Town 1998 63 Luxury Class

InterContinental Milwaukee East Town 1988 221 Luxury Class

Knickerbocker On The Lake East Town 1929 80 Upscale Class

Marriott Milwaukee Downtown East Town 2013 205 Upper Upscale Class

Milwaukee Athletic Club East Town 1917 57 Upper Midscale Class

Park East Hotel East Town 1959 159 Upscale Class

Preferred Pfister Hotel East Town 1893 307 Luxury Class

aloft Hotel Milwaukee Downtown Kilbourn Town 2009 160 Upscale Class

Courtyard Milwaukee Downtown Kilbourn Town 1999 169 Upscale Class

Doubletree Milwaukee City Center Kilbourn Town 1965 243 Upscale Class

Fairfield Inn & Suites Towne Hotel Kilbourn Town 1997 103 Upper Midscale Class

Hampton Inn Suites Milwaukee Downtown Kilbourn Town 2000 138 Upper Midscale Class

Hilton Milwaukee City Center Kilbourn Town 1927 729 Upper Upscale Class

Hyatt Regency Milwaukee Downtown Kilbourn Town 1980 481 Upper Upscale Class

Ramada Milwaukee Downtown Kilbourn Town 1973 154 Midscale Class

Residence Inn Milwaukee Downtown Kilbourn Town 2001 131 Upscale Class

Brewhouse Inn & Suites Kilbourn Town 2013 90 Luxury Class

Ambassador Hotel Milwaukee Marquette University Area 1928 132 Upper Upscale Class

Ambassador Inn Marquette University Area 1967 40 Upscale Class

Total 23 Hotels 4014

MILWAUKEE HOTEL INVENTORY - MIDSCALE AND ABOVE

Source: STR and HVS

Preferred Pfister Hotel 
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New Supply 

Three planned full-service hotels will add supply and competition to the downtown 
Milwaukee hotel market in the coming years. These are displayed on the previous map 
and are described as follows: 

 The Forest County Potawatomi Tribe is recently finished construction on a 20-
story, 381-room hotel next to its Potawatomi Bingo Casino just southwest of 
Downtown (see map). The hotel opened in August 2014. 

 Barrett Visionary Development is planning a 44-story mixed-use development 
known as Couture, which will include a 180-room hotel southwest of Lincoln 
Memorial Drive and Michigan Street.  

 HKS Holdings LLC plans to develop an eight-story, 158-room Kimpton Hotel 
northeast of Broadway and Chicago Street in the Historic Third Ward.  

 

Performance Trends 

HVS has estimated the performance of each hotel in this comparative set over the past 
ten years. Historical year-end Occupancy (red line) is compared with the Average 
Daily Rate (ADR) (green bar) and Revenue Per Available Room (RevPar) (grey bar) 
in the following graph. 
 
 

 
Source: HVS 

Similar to the national trend, average rates increased steadily from 2004 to 2007 
(averaging 7.4% per year) as the Milwaukee market benefitted from healthy economic 
conditions. A slight occupancy increase accompanied the rate growth. The Great 
Recession resulted in significant RevPar declines through 2009, representing an overall 
decrease of 18.8% from the 2008 figure.  
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Demand growth resumed in 2010 and accelerated through the year. This correlated 
with national lodging demand, which increased by 7.7% over that registered in 2009. A 
return of business travel and some group activity contributed to these positive trends, 
as well as significant rate discounts that were widely available in the first half of 2010. 
These discounting policies were largely phased out in the latter half of the year, 
balancing much of the early rate loss. Demand growth continued in 2011, 2012 and 
2013. The year 2013 established a new all-time high RevPAR for the market of about 
$88. 
 
The most recent data from 2011 to 2013 indicate the following trends with regard to 
average rate and occupancy: 
 

 The market is exhibiting strong rate growth and flat occupancy levels, as 

hoteliers have shifted their yield strategies to focus on rate growth. As a result, 

the market-wide average rate rebounded by respective rates of 4.7% and 3.9%, 

in 2011 and 2012, followed by a 3.7% increase in 2013. 

 

 Occupancy rates reached and exceeded their pre-recession levels in 2011 (68.4% 

by year’s end), and remained steady at about 69% through 2012 and 2013. This 

indicates that the new supply of three hotels and 422 rooms were absorbed 

successfully. Average occupancy appears to have stabilized in the high 60’s 

percentile, which is roughly two to four points higher than that historically 

representative of the Milwaukee market.  

 

 Newer hotels are performing well. Within a sub-set of our hotel sample, the 

specific group that represents limited- and select-service hotels ranked upper 

midscale or higher, built since 1990 (six hotels), the average year-end 2013 

occupancy rate was about 77%. 
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Demand Generators 

Increasing lodging demand in Milwaukee relates to the success of local businesses and 
institutions as well as tourism growth. Hotels in the market area benefit from a range of 
successful business, government, convention, sports, and tourism attractions. The 
following list highlights several important demand generators in this market: 
 
 Miller Park, which opened in 2001, 

serves as a replacement for 
Milwaukee County Park and has a 
capacity of 42,200. The facility is 
home to the Milwaukee Brewers and 
is most notable for its fan-shaped 
convertible roof. Large panes of glass 
were included in its design to allow 
natural grass to grow. 

 

 Milwaukee remains a major 
Manufacturing Center and is 
home to large industrial companies 
including Harley-Davidson, Joy Global, Rockwell Automation, and Johnson Controls. 
Many of the manufacturing companies in the area have an international customer 
base, which generates visitation to the Milwaukee area and corresponding demand 
for hotel room nights.  

 
 In the last two decades, the Services Sector, which is anchored by the presence of 

Fortune 500 companies such as Northwestern Mutual and Kohl's Corporation, has 
been the fastest-growing segment of the regional economy. Northwestern Mutual is 
the nation's largest direct provider of individual life insurance. Robert W. Baird & 
Co., a global financial services firm, is also based in Milwaukee, and several of the 
nation's largest banking institutions, such as BMO Harris Bank and JPMorgan Chase 
Bank, maintain a presence in the area. These companies generate  demand in 
relation to training sessions and industry conferences. 
 

 The Healthcare Sector in the Milwaukee area includes respected educational and 
research facilities, integrated healthcare systems, and several specialty hospitals. 
The largest employer for the market is Aurora Health Care. Five other hospital 
systems, including Wheaton Franciscan Healthcare and Columbia St. Mary's, serve 
the region. Oconomowoc-based Rogers Memorial Hospital, Inc., which provides 
behavioral healthcare services, operates a day treatment facility in Brown Deer, just 
outside of Milwaukee. In January of 2014, Rogers purchased a 53,978-square-foot 
building near this treatment center, with plans to expand the current facility and 
convert the buildings into a 56-bed hospital. 

Miller Park 
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Providing additional context for understanding the nature of the regional economy, the 
table below presents a list of the major employers in the Milwaukee market. 
 

 
 

Convention Center 

The Greater Milwaukee MSA is served by the Wisconsin Center, formerly the Frontier 
Airlines Center, which accommodates conventions and large meetings in the Milwaukee 
area. This facility opened on July 24, 1998 and was fully completed on December 31, 
1999. The center contains a 37,500-square-foot ballroom, 28 meeting rooms, and an 

exhibit hall measuring nearly 189,000 
square feet. Over the years, plans have 
been proposed for the expansion of this 
facility; however, our discussions with 
Visit Milwaukee indicated that the 
expansion plans are on hold while a 
decision is made concerning a new 
basketball arena, which would affect 
where the convention center expansion 
could take place. Public financing of the 
new arena and center would also need to 
be determined. 

 

Economic Trends 

Similar to many other areas across the state of Wisconsin and the nation, the local 
economy faced significant challenges due to the recent national recession. However, our 
market interviews and research revealed that area companies are beginning to bolster 
their employment levels, resulting in greater business activity and related travel. 
Declining unemployment levels and strengthening commercial office space trends 
evidence these positive changes in local economic conditions. Additionally, leisure 
tourism during weekends and throughout the summer months continues to remain a 
significant driver to the local economy. 
 

Wisconsin Center 
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Additionally, the most recent comparative period illustrates further improvement, 
indicated by the lower unemployment rate in the latest available data for 2013. 
Reportedly, local employment has remained strong within the healthcare sector and 
finance industry, including healthy employment levels at major employers such as 
Aurora Health Care and Northwestern Mutual. Our interviews with economic 
development officials reflect a conservatively optimistic outlook for the area.  
 

 

Outlook and Opportunities 

Based on our ongoing analysis of the Milwaukee lodging market, the authors expect 
demand and average rates to strengthen in the near term as economic conditions 
continue to improve. Milwaukee’s historical demand generators are healthy and 
generally expanding. Three new hotels were added in 2012 and 2013, which were 
absorbed into the market rapidly. This has not gone unnoticed, as three full-service 
hotels are currently planned or under construction. However, an opportunity exists for 
limited- and select-service hotels, which currently exhibit higher occupancy rates. 
Moreover, some of the most coveted national brands are not represented in the 
downtown area. 
 
Currently, the following major limited- and select-service brands are not represented in 
the downtown Milwaukee market: 
 

Unrepresented in Downtown Milwaukee: 
   

Springhill Suites by Marriott Home2Suites by Hilton Hyatt House 
TownePlace Suites by Marriott1 Homewood Suites by Hilton Hyatt Place5 

Holiday Inn Express by IHG2 Cambria Suites by Choice Hotels1 Wyndham Garden 
Staybridge Suites by IHG3 aloft by Starwood Hawthorn Suites by Wyndham 

Candlewood Suites by IHG4 element by Starwood La Quinta Inn5 
   

1 - Brand exists in suburb of Brookfield. 
2 - Brand exists near airport and in suburbs of Brookfield, Germantown, Delafield, New Berlin, Brown Deer and Wauwatosa. 
3 - Brand exists in suburbs of Franklin and Oconomowoc. 
4 - Brand exists in suburbs of Brown Deer and Oak Creek. 
5 - Brand exists near the airport and in west Milwaukee. 
6 - Brand exists in northwest Milwaukee and suburbs of Brookfield, Delafield, New Berlin, Oak Creek and Glendale. 
 

 
 
Performance trends have been healthy over the last four years in the Milwaukee 
market. The authors anticipate modest demand and rate growth in the near future. The 
area’s demand generators represent a diverse array of corporate, group, and leisure 
segments. Further, several highly targeted national brands are available for franchise in 
the downtown market. Next, this article turns to a discussion of valuation factors that 
affect the lodging industry.  
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Hotel Transaction Trends 

The following figure shows the combined number of hotel sales that occurred in each of 
the past eight years in the state of Wisconsin. Unfortunately, there have been only a 
handful of sales in the Milwaukee market. Thus, we have expanded the search to include 
the state of Wisconsin, where markets generally share similarities in hospitality demand 
and hotel transaction characteristics.  
 

 
Source: HVS 

 
As shown in the graph above, the overall number of transactions bottomed out in 2009 
and has escalated dramatically since the recession. Explanations for this trend include 
increased investor confidence and more readily available capital from recovering banks. 
However, prices paid per room remain relatively low since most of these transactions 
represent smaller, limited-service properties. We expect hotel transaction volumes and 
prices to continue increasing into the near future, as economic conditions continue to 
improve and lenders increase the amount of capital available for this asset class. Market 
averages may improve considerably as higher-rated assets become available and begin 
trading. 
 
The unadjusted sale price is often insufficient to derive conclusions about whether a 
new project is feasible. Adjustments from the sale price may need to be considered to 
result in an accurate opinion of market value from hotel transaction data. 
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Development Cost Ranges 

The following figure shows development costs for three types of hotels in Milwaukee 
and similar Midwest markets.  
 

Land Cost $4,000 to $15,000 $8,000 to $17,000 $23,000 to $32,000

Hard Construction Costs $55,000 to $85,000 $63,000 to $134,000 $140,000 to $194,000

Soft Construction Costs $5,000 to $7,000 $9,000 to $22,000 $15,000 to $62,000

FF&E $12,000 to $17,000 $17,000 to $20,000 $20,000 to $30,000

Development Fees/Other $5,000 to $10,000 $6,000 to $20,000 $6,000 to $27,000

Grand Total $81,000 to $134,000 $103,000 to $213,000 $204,000 to $345,000

Source: HVS

DEVELOPMENT COSTS - UPPER MIDSCALE, UPSCALE & UPPER UPSCALE BRANDS, MIDWESTERN STATES

Upper Midscale

Per Room

Upper Upscale

Per Room

Upscale

Per Room

 
 
Development costs can influence hotel values. The preceding figure uses cost per 
guestroom as a unit of comparison for evaluating a hotel’s development cost. The figure 
summarizes development cost estimates from a sample of recently planned hotels in the 
region. The data represents upper midscale (e.g. Holiday Inn Express), upscale (e.g. 
Hilton Garden Inn) and upper upscale (e.g. Marriott) chains.  
 
The cost approach estimates market value by computing the cost of replacing the 
property and subtracting any depreciation resulting from physical deterioration, 
functional obsolescence, and external (or economic) obsolescence. The value of the land, 
as if vacant and available, is then added to the depreciated value of the improvements 
for a total value estimate. The cost approach is most reliable for estimating the value of 
new properties; however, as the improvements deteriorate and market conditions 
change, the resultant loss in value becomes increasingly difficult to quantify accurately. 
Moreover, our experience with hotel investors shows that this group of buyers and 
sellers relies upon the methods of the income approach when making decisions; the cost 
approach generally does not play a significant role. 
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Income Capitalization 

The following figure illustrates national and local capitalization rates for hotel 
transactions. Information was gathered using the extensive HVS database of hotel 
transactions and income statements, data from Real Capital Analytics, as well as HVS 
interviews with buyers and sellers.  
 

 
Source: HVS 

  
Direct capitalization is a frequently used approach in the valuation of real estate. The 
capitalization rate, or cap rate, is an expression of the ratio between the net operating 
income of a property and the value of the property. While it can be a useful method of 
valuing real estate, if sufficient market support is available, it can also be problematic to 
apply this simple calculation to complex property transactions such as hotels.  
 
Cap rates incorporate both the cost of capital and the perceived potential for income 
growth. A higher cap rate will generally indicate higher capital costs or less upside 
income potential relative to a lower cap rate. The general increase in capitalization rates 
since 2011 appears logical, then, because interest rates are expected to increase in the 
future and perceived upside potential for many hotels in diminishing the farther we go 
into an extended period of economic recovery. 
 
However, the nature of a transaction can also influence capitalization rates. For 
example, an upcoming need for major capital expenditures or a distressed seller can 
lead to lower sale prices and correspondingly higher capitalization rates. On the other 
hand, bidding wars or access to unusually low capital costs tend to push sale prices up 
and capitalization rates down. Many or all of these factors may be influencing the 
capitalization rates shown for the region we studied in Wisconsin and other nearby 
states. 
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Hence, it is advantageous to consider multiple techniques when valuing hotels in this 
region. Capitalization rates are often not the most appropriate value factor to consider 
when analyzing complex properties. Other techniques include a discounted cash flow 
analysis and various mortgage-equity techniques, which HVS frequently employs. 
These techniques will produce more accurate evaluations of a property’s value based on 
an analysis of multiple years of income. 
 

Conclusion 

This article observed valuation factors in the Milwaukee market, identified 
opportunities for development, and investigated several valuation methodologies. The 
Milwaukee market is experiencing both supply and demand growth. Local employers 
and headquarter offices in the area, as well as cultural attractions and two professional 
sports franchises, represent the primary sources of demand for this market. With 
demand increasing relative to supply, there appears to be room for new competition 
and growth. With these changes, it is important to take great care when conducting 
valuation studies in this region. More information about hotel valuation can be found on 
our library on the HVS website at www.hvs.com or by contacting the authors. 
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About HVS 

HVS is the world’s leading consulting and services 
organization focused on the hotel, mixed-use, 
shared ownership, gaming, and leisure industries.  
Established in 1980, the company performs 4500+ 
assignments each year for hotel and real estate 
owners, operators, and developers worldwide.  HVS 
principals are regarded as the leading experts in 
their respective regions of the globe. Through a 
network of more than 30 offices and 450 
professionals, HVS provides an unparalleled range of 
complementary services for the hospitality industry. 
www.hvs.com 

Superior Results through Unrivalled Hospitality Intelligence. 
Everywhere. 

HVS CONSULTING & VALUATION,  
CHICAGO OFFICE 
 
The HVS Chicago office specializes in hotel 
consulting and valuation. Our clients include 
investors, lenders, rating agencies, buyers, sellers, 
government agencies, tax assessors, operating 
companies, and owners.  
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