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1 It is important to note that while the quarter over quarter 33 percent per room price decline appears dramatic, the Q2 2014 
numbers were skewed due to inclusion of the $1.73 billion trade of the 2995 room Cosmopolitan of Las Vegas. (Photo Source: 
Creati 

The U.S Lodging Industry is currently experiencing peak levels as evidenced by year-over-year 
growth in many of the major performance indices. After the economic downturn in 2008/2009 
when the industry experienced substantial decreases in overall performance and valuation, U.S 
Hotels have rebounded with many surpassing prior peaks. 

According to data from STR Global, through the first half of 2015, the following performance 
metrics have reached all-time highs: Room Supply, Room Demand, ADR, RevPAR, and Room 
Revenue. On a year over year basis (twelve month moving average through June), overall Room 
Revenue for U.S Hotels has increased 9.1 percent. The following chart displays the twelve 
month moving average percentage change for each performance metric. 

 

http://www.bu.edu/bhr/files/2015/09/Image-1-US-HOtel-Performance.png


  
  pg. 2 
 

Source: STR, Inc. 

Over the past ten years, the average U.S occupancy rate has ranged between 54.6 and 63.0 
percent. As exhibited within the following chart, the 2014 and projected 2015 year-end 
occupancy is expected to reach peak levels. The next chart presents the number of U.S. 
submarkets reaching peak occupancy between 1994 and 2015; 2015 has been a banner year 
with over 80 submarkets reaching peak occupancies. 

 

Source: STR, Inc. 

 

Source: STR, Inc. 

http://www.bu.edu/bhr/files/2015/09/Image-2-US-Total-Occ.png
http://www.bu.edu/bhr/files/2015/09/Image-3-Submarkets-STR.png
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In addition to strong demand growth across the country, another factor leading to increasing 
occupancy levels is the limited amount of new supply entering the market. Over the past 
twenty years, the average annual increase in supply has been 1.7 percent. Based on data from 
STR Global, the 2015 expected increase in supply is 0.9 percent. Overall occupancy levels are 
expected to remain strong; however growth will be limited due to seasonality constraints. As 
observed during previous recovery and growth cycles, the supply curve is expected to continue 
rising over the next several years. 

 

Source: STR, Inc. 

As evidenced by the 2015 Year End Outlook presented below, RevPAR growth in the U.S is 

expected to ease to 6.6 percent. The Upper Midscale and Economy segments are anticipated to 

achieve the highest rates of growth. 

 

Source: STR, Inc. 

http://www.bu.edu/bhr/files/2015/09/Image-4-Supply-Percentage-Change.png
http://www.bu.edu/bhr/files/2015/09/Image-5-Year-End-Outlook.png
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In terms of the current hotel investment climate, U.S. hotels continue to attract domestic and 

foreign investors and a surge of institutional capital continues to be deployed into single assets 

and portfolios. Robust investor appetite is expected to continue, with greater participation 

from a wider array of equity sources. The stars continue to remain aligned and the 

fundamentals of the U.S. lodging industry are simultaneously favorable to buy, sell, and develop 

a variety of lodging product types. 

One of the reasons for increased activity in the hotel transactions market is the improving 

profitability of U.S Hotels over the past five years. Total revenue for the industry reached a 

reported $176.7 billion in 2014, while House Profit was recorded at $65.8 billion according to 

STR Global. As observed on the chart below, profitability levels for U.S. Hotels have been 

increasing each year since 2009. 

 

Source: STR, Inc. 

In addition to following national trends in the industry, LW Hospitality Advisors® (LWHA®) also 

tracks hotel transactions across the country. The Q2 2015 Major U.S. Hotel Sales Survey 

includes 56 single asset sale transactions over $10 million, none of which are part of a portfolio. 

These transactions totaled roughly $4.5 billion, and included approximately 16,800 hotel rooms 

with an average sale price per room of $267,000. By comparison, the LWHA Q2 2014 Major U.S. 

Hotel Sales Survey identified 42 transactions totaling roughly $4.5 billion including 12,800 hotel 

rooms with an average sale price per room of nearly $354,000. Comparing Q2 2015 with Q2 

2014, the number of trades has impressively increased while total volume has remained steady. 

It is important to note that while the quarter over quarter 33 percent per room price decline 

appears dramatic, the Q2 2014 numbers were skewed due to inclusion of the $1.73 billion trade 

of the 2995 room Cosmopolitan of Las Vegas. 

http://www.bu.edu/bhr/files/2015/09/Image-6.png
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With 16 major hotel sales, Florida has been by far the most active transaction market followed 

by California with 9 major hotel sales. Million dollar plus per room trades are now occurring on 

a more frequent basis in top markets including the Q2 2015 sales of the Bardessono Hotel & 

Spa in Yountville, CA, and the Marker Waterfront Resort in Key West, FL which also set a new 

record for per room pricing metrics in Key West. The Waldorf Astoria Chicago trade of $600,000 

per room is also a new record for the City of Chicago. Conversely, a record low trade has also 

occurred, the Revel Hotel and Casino, a bankrupt Atlantic City boardwalk property that 

originally cost $2.4 billion to build traded for $82 million ($59,000 per room), or 4 cents on the 

dollar. 

U.S. hotel industry fundamentals are anticipated to accelerate during the second half of this 

year, and remain strong through at least 2016 as domestic corporate travel remains strong and 

sustained group momentum drives compression across the major markets. Wide open debt 

markets coupled with abundant sums of available low cost equity from around the globe should 

continue to fuel a hyper active transaction market. Clairvoyant investors who acquired assets 

between 2009 and 2011 will continue to bake in dramatic appreciation gains as a result of 

increasing U.S. hotel values. It is during robust markets like today that the hotel investment 

arena attracts newcomers to the sector. Many of these investors underwrite deals based upon 

an automatic assumption of rapid sale price increases during a one to three year horizon. 

Furthermore, they do not consider the ever present possibility of unforeseen market 

disruptions resulting in a need to hold on to an property during a down and/or turbulent 

market. Savvy investors know and understand that fundamentally hotels are long term 

investments, and while no different than their newbie brethren hope to realize rapid short term 

appreciation, they acquire assets that are market priced based upon traditional holding periods 

of five to ten years. 

Daniel H. Lesser has more than 30 years of expertise in a wide range of 
hospitality operational, investment counseling, valuation, advisory, and 
transactional services. He currently serves as the President and CEO of LW 
Hospitality Advisors®, based in New York City. 

Mr. Lesser is a leading authority on hotel feasibility and valuation, and is 
highly sought after to speak at lodging and real estate events, as well as 
lectures at prestigious institutions of higher education, including Cornell 

University, Columbia University and New York University. He is widely published and quoted, 
and serves as a quarterly columnist for HotelNewsNow.com and GlobeSt.com. 

Most recently, Mr. Lesser created and served as the Senior Managing Director-Industry Leader 
of the Hospitality & Gaming Valuation Advisory Services Group at CB Richard Ellis Hotels (CBRE). 
Prior to joining CBRE, Mr. Lesser founded and led the Hospitality & Gaming Group at Cushman & 
Wakefield and was a founding member of the team at HVS International. Mr. Lesser has also 
held operational and administrative positions with Hilton Hotels Corporation and Eurotels-
Switzerland. 

http://www.bu.edu/bhr/files/2015/09/Lesser.png
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He earned a Bachelor of Science degree in Hotel Administration from Cornell University, and also 
attended the Ecole hôtelière de Lausanne, Switzerland and Baruch College- City University of 
New York. Mr. Lesser holds the following professional designations: MAI (Member of the 
Appraisal Institute), FRICS (Fellow of The Royal Institution of Chartered Surveyors), CRE 
(Counselor of Real Estate), and CHA (Certified Hotel Administrator). 

 

Jonathan Jaeger currently serves as a Managing Director with LW 
Hospitality Advisors®, based in New York City. Prior to joining LWHA®, Mr. 
Jaeger had been with Pinnacle Advisory Group from January of 2008 
through January of 2014. He began as a Consultant in the Boston office and 
was promoted to Vice President and head of the New York Practice. During 
his tenure, Mr. Jaeger was involved in the execution of over 300 consulting 
and valuation assignments throughout the United States. 

Prior to his advisory career, Mr. Jaeger held various operational and accounting/finance 
positions with Starwood Hotels & Resorts and Kimpton Hotels & Resorts. He graduated with a 
Bachelor of Science from the Boston University School of Hospitality Administration in addition 
to a minor in Business Administration from the Boston University School of Management. Mr. 
Jaeger is a State Certified Real Estate Appraiser specializing exclusively in the evaluation of hotel 
properties. During his time in Boston, he served on the Emerging Leaders Committee of the 
Massachusetts Chapter of the Appraisal Institute as well as a Council Member of the 
Massachusetts Lodging Association Under 30 Gateway Chapter. Beginning in the spring of 2011, 
Mr. Jaeger joined the adjunct faculty at Boston University, serving as co-instructor of the Hotel 
Asset Management course. In addition to teaching a course at Boston University, Mr. Jaeger has 
written several articles for industry wide publications; topics included the Manhattan Lodging 
Market, Highest and Best Use Analyses, E-Commerce in the Hotel Industry, among others. In 
New York City, Jonathan is a member of YHIP, the Young Hospitality Investment Professionals 
Group and also participates with the NYC & Company Hotel Committee in addition to recently 
affiliating with the Metro NY Chapter of the Appraisal Institute. 

Mr. Jaeger is a designated member of the Appraisal Institute (MAI); he achieved this designation 
in June of 2013. In addition, Mr. Jaeger is an active member of the American Hotel & Lodging 
Association (AH&LA) as well as a Development Coach for the United States Professional Tennis 
Association (USPTA). 
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