UK HOTEL MARKET TRACKER: Q1 2019
RevPAR in the regions declines during Q1 for the first time since
2012, but hotels continue to attract significant investment.
In Q1 2019, there was polarisation in performance between London and the regions (RevPAR increase
of 4% and decrease of 3% respectively). With more hotels due to open and further cost increases on the
horizon, hoteliers will be keeping a close eye on the bottom line, particularly in the regions.
There were numerous big ticket transactions this quarter, notably Queensgate’s £1 billion acquisition of
Grange Hotels. Whilst there is significant amount of capital in the hotel market, buyers continue to be
wary of overpaying as the Brexit saga trundles on.
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London recorded another strong quarter in Q1 2019, with RevPAR increasing by 3.6% in comparison to Q1 2018, aided by
the Six Nations and Passenger Terminal Expo at London ExCel. Strong performance in the last two quarters resulted in
LTM RevPAR increasing by 4.1%, despite a relatively subdued Q2/Q3 2018. London’s strength continued to be recognised
by developers, with active pipeline as a percentage of supply increasing from 8 to 10% in Q1 2019.
In contrast to London, Q1 2019 was a soft quarter for the regions, with RevPAR decreasing by 2.8%, the first quarterly
decline since 2012. With further cost increases expected this year and capex requirements continuing, regional hoteliers
and investors will be keeping a close eye on cash flow generation for the remainder of 2019.
Despite stagnating performance in the regions, active pipeline as a percentage of supply increased slightly in Q1 2019.
Hotels remain a popular asset class with developers, who are taking a longer term view on UK hotel performance.
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Q1 2019 was a busy quarter for transactions, with £2 billion of hotels being acquired – £1.3 billion in London and £700
million in the Regions. On a LTM basis, both London and the Regions are significantly up on the previous year, with 91
transactions (£6.3 billion) against 85 the previous year, an increase in transaction volume of 18% YOY (21% for London,
15% for the Regions). The most significant London transaction in Q1 2019 was the sale of four Grange Hotels to
Queensgate for £1 billion (£763k/room). Significant London single asset sales included Dalata's acquisition of the Clayton
Hotel, Aldgate, London for £91 million (£430k/room). Regional transactions included Topland's sale of 26 Hallmark Hotels
for £250 million (£101k/room) to Vivion Capital Partners.
There continues to be a significant amount of available capital in the hotel market. Multiple investors are taking serious
looks at opportunities but do not want to overpay, particularly in light of further Brexit delays. As a result, there has been no
discernible change in yields in London or the regions this quarter.
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