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Macroeconomic and Tourism Context

GDP and International Tourist Arrivals, Australia — March 2022 vs December 2021 Editions
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Compared to the last quarter of Business Outlook, the

Australian economy has recovered faster and better than

previously expected. Unemployment rate is close to a half-

century low. Export prices relative to import prices during

most of 2021 was at record high — higher than the top of /

Overall longer term outlooks is
similar between the March 2022 and
December 2021 Editions of
economic outlook.

the resources boom a decade ago.

......... s __________—_______'/_________________________.____
While the international border
opening is a critical turning
point for the tourism sector, Overall, the longer term outlooks is similar
more recent data suggests a between the two editions as travellers are
slower short-term recovery is v\ still likely to face including expensive travel
expected compared to the costs, lengthy pre-departure and arrival
previous outlook. requirements, and the ever present risk of a

new variant and changes to travel
requirements.
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Source: Deloitte Access Economics Business Outlook Mar 22 Edition & Dec 2021 Edition



Macroeconomic and Tourism Context

Economic Outlook by State — Gross State Product

1.25 .
ACT is expected to

have the strongest
longer term growth
driven by the national

TAS has outperformed the rest of

Australia by keeping COVID cases low.

However, business confidence may be
1.20 challenged as case numbers surge in

Despite the challenges imposed with increased

health restrictions and border closures during the

pandemic, NT is expected to be supported by rising

government spending, rising commodity prices and ACT
lifting business investment in the longer term.

é\ 2022. In the longer term, TAS still faces commitment to
o historical structural challenges of a increased social
‘; small population base, an ageing security and defence NSW
= 1.15  population and a historically low labour spending. SA
8 force participation rate.
x
g ™
c 1.10 Reflecting the long term
- historical growth trend, South
g Australia is expected the
S VIC suffered from the largest net lowest overall growth in the
o 1.05 negative internal migration among the longer term. Overall, Gross
2 states and territories, and its strong ' .
g population growth was also cut off by fS tate P;(:duct for ?A Ig AAG
i the international border closure. While orecafsz (;)o/grt())w aa 2019
« 1.00 the return of migrants and student is rate o 2.9% between
n : likel 9 h il and 2026, a faster pace
8 ikely Fo bg steady, t ere are _stl compared to the 1.4%
= lingering risks of expensive air travel recorded betneen2oid and
O In 2022, the economy in NSW will depend on and changing restrictions pending on 2010.
0.95 pandemic resilience, open international future COVID outbreaks.
borders and maintaining demand amid
inflationary pressure and high energy costs.
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Macroeconomic and Tourism Context

Tourism Outlook by State — International Tourist Arrivals

International Tourist Arrivals (Indexed to 2019)
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As part of the Deloitte Access Economics Given the lengthy pre-departure requirements

Business Outlook March 2021 Edition, one of the and expensive travel expenses, it is expected

key assumptions include “migrant, student and that the tourism sector would need a longer

tourist numbers get closer to pre-pandemic rates period of certainty before more people are ACT
by 2023 or 2024". This reflects Treasury's comfortable to take longer and more

projections in the budget that suggest both expensive trips.

tourist earnings will still be relatively lower pre-

COVID levels in mid-2024. SA

/ NSW
—

=

In annualised terms, indexed to 2019, ACT,
NT, VIC and SA are expected to lead growth
in international tourist arrivals and be the first
states to see a return to pre-pandemic levels
by around 2024.

TAS, NSW and SA are expected to follow
with a recovery expected in 2025.

The last state to see a return of international
tourist arrivals to the pre-pandemic levels is
expected to be QLD by around 2026.

2019 2020 2021 2022 2023 2024 2025 2026

Source: Deloitte Access Economics Business Outlook Mar 2022 Edition



Macroeconomic and Tourism Context
Tourism Outlook by State — Domestic Visitor Nights

International Tourist Arrivals (Indexed to 2019)
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‘\ The latest Domestic Tourism Forecasts as published by Tourism Research
Australia in December 2021 has presented the following outlook:

‘Domestic tourism is forecast to return to around its pre-pandemic level in
2022-23, then surpass that previous peak in 2023-24."

‘Domestic tourism in Victoria is forecast to take longer than other states to
return pre-pandemic levels. This reflects prolonged lockdowns over the
past two years.'

‘New South Wales and the other territories also follow a slightly slower
path in the near-term because of recent lockdowns.'

2020-21 2021-22 2022-23 2023-24 2024-25 2025-26

Source: Tourism Research Australia Domestic Tourism Forecast 2021, December 2021



Our estimates and calculations of future hotel market performance are based
on a number of assumptions regarding changes to supply and demand, since
these are typically vulnerable to exceptional, unforeseeable, events.

The current COVID-19 pandemic has effectively disrupted economies and
dramatically impacted on the travel and tourism industry in many countries
around the globe. In Australia, the situation at the time of this report, includes:

The Federal Government has effectively closed Australia’s borders to
international at the start of 2020. Fully vaccinated Australian citizens
and permanent residents are now allowed to travel into and out of
Australia.

In July 2021, the Australian government announced a four-stage
National Plan to transition Australia out of the COVID. As at February
2022, Australia has largely transitioned to the final phase of the
national to plan "manage COVID-19 consistent with public
management of other infectious diseases". Some measures as part of
this phase include opening international borders and minimising cases
in the community without ongoing restrictions or lockdowns.

Overall, current government measures appear to have successfully
limited the spread of the virus. It would appear that Australia has
avoided the devastating toll on lives and wellness that can be seen in
some countries around the world.

Given the above, the Australian hotel industry has been in crisis throughout
2020 and 2021, with many hotels under partial operation with significant
reductions in available rooms, and some closed completely. While most
hotels have since re-opened, it is still uncertain when conditions will sufficiently
improve for all hotels to re-open or return to full operation.

On a macro level, the most recent Deloitte Access Economics (DAE)
economic projections as at December 2021 are based on the assumptions
that:

‘(1) booster vaccination rates keep CVOID deaths sufficiently low that
any lockdowns are neither lengthy nor large scale,

(2) COVID treatments for those who get the virus continue to improve
and their supply builds, while

'(3) migrant, student and tourist numbers get closer to pre-pandemic
rates by 2023 or 2024

The latest Domestic Tourism Forecasts as published by Tourism Research
Australia in December 2021 has presented the following outlook:
‘Domestic tourism is forecast to return to around its pre-pandemic level
in 2022-23, then surpass that previous peak in 2023-24.'
‘Domestic tourism in Victoria is forecast to take longer than other
states to return pre-pandemic levels. This reflects prolonged
lockdowns over the past two years.'
‘New South Wales and the other territories also follow a slightly slower
path in the near-term because of recent lockdowns.’

In order to produce the hotel market outlooks in this report, Horwath HTL has
collected and collated historical data and forecasts from the following sources:

Historical hotel market performance data from STR as at March 2022;
Historical economic data and forecasts from the DAE Business Outlook
March 2022 Edition;

Historical and forecasted international tourist arrivals from the DAE
Business Outlook March 2022 edition;

Historical tourism data as at December 2021 and forecasted domestic
visitation from Tourism Research Australia (TRA) as at December 2021,
Supply pipeline information as collected in the Horwath HTL databases.

Regarding domestic visitation, Horwath HTL has adopted the recovery
timeline as published by TRA in its December 2021 domestic tourism forecast.
For the years after domestic tourism visitation is forecasted to return to pre-
COVID-19 2019 levels, Horwath HTL has adopted the historical nine-year
CAAG rate between 2010 and 2019.

Adjustments made to our econometric model as described above, together
with updated DAE economic projections, result in longer-term impacts for the
market. We believe that the current modelling presents a reasonable picture of
the outlook for hotel market performance, however, with such uncertain times
that the industry is currently faced with, any outlook should be treated with
caution.



COVID-19 In Australia
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Trends In Australian Hotel Markets

RevPAR Performance Snapshot — Calendar Year 2021

NORTHERN
TERRITORY

QUEENSLAND

WESTERN
\A AUSTRALIA

SOUTH
AUSTRALIA

NEW SOUTH WALES

-

SYDNEY

s
HOBARTWJ*I ‘

© 2022 Horwath HTL Source: STR

I 4

YTD Mar 2022 vs % of 2019
YTD Mar 2021 level
Brisbane 35.5% -~ 95.6%
Canberra 33.7% -~ 90.5%
Darwin 8.4% -~ 121.7%
Gold Coast 33.9% -~ 111.4%
Hobart 34.3% -~ 89.7%
Melbourne 56.8% -~ 53.0%
Newcastle -4.2% v 93.2%
Perth 8.6% -~ 82.5%
Sunshine Coast 18.1% -~ 139.0%
Sydney 39.2% -~ 50.9%




Australian Hotel Market Supply Pipeline

Existing Hotel and Hotel Supply Pipeline (by Number of Rooms)

CY 2021 — 2026 Total Supply CAAGR

mYE Dec 2021
Newcastle . 2.9%

Weighted Additions from Previous Year
Hobart - 3.3% _ -
Potential Supply Additions

2.1%

Canberra
Sunshine Coast 1.4%

Adelaide 3.9%

Perth 2.1%

Gold Coast 1.3%

Brisbane 2.2%

Melbourne 4.3%

Sydney 3.0%

o
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Australian Hotel Market Supply Pipeline

Hotel Supply Pipeline by Stages of Development (by Number of Rooms)

CY 2021 — 2026 Total Supply CAAGR
= Weighted Additions from Previous Year

Newcastle . 2.9%
Opened Since Jan 2022

Hobart - 3.3% m Currently Under Construction

Canberra - 2.1% m Other Potential Additions

Sunshine Coast I- 1.4%
adelaide. T o
Gold Coasl_ 1.3%
wetbourne [ [ e
sydney | | e o
0
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Sydney Tourism Region Hotel Market Outlook

Forecasts of Demand and Revenue Growth
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Sydney Tourism Region Hotel Market Outlook

Forecast Additions to Supply — CY 2021 to 2026

Rooms Available CY 2021 - 26 CAAGR: 3.0%

Rooms Available

60,000
50,000
40,000
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& Upper
30,000 Upscale
48%
20,000
10,000
0
2021 2022 2023 2024 2025 2026
m Open Weighted Additions from Previous Year
Opened/Closed since Jan 2022 m Currently Under Construction

Other Potential Additions
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Sydney Tourism Region Hotel Market Outlook

Quarter to Quarter Shifts in Growth Trends

Indexed Rolling
12-Month Hotel
Performance Outlook

Indexed Rolling
12-Month RevPAR
Outlook
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Melbourne Tourism Region Hotel Market Outlook

Forecasts of Demand and Revenue Growth

Quarterly RNO Rolling RNO Economic Growth Index (RHS)
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Melbourne Tourism Region Hotel Market Outlook
Forecast Additions to Supply — CY 2021 to 2026

Rooms Available CY 2021 — 26 CAAGR: 4.3%

Rooms Available
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0
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m Open Weighted Additions from Previous Year
Opened/Closed since Jan 2021 m Currently Under Construction

Other Potential Additions
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Melbourne Tourism Region Hotel Market Outlook
Quarter to Quarter Shifts in Growth Trends

Indexed Rolling
12-Month Hotel
Performance Outlook

Indexed Rolling
12-Month RevPAR
Outlook
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Brisbane Tourism Region Hotel Market Outlook

Forecasts of Demand and Revenue Growth

Millions

Millions
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Brisbane Tourism Region Hotel Market Outlook
Forecast Additions to Supply — CY 2021 to 2026

Rooms Available CY 2021 — 2026 CAAGR: 2.2%
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0
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Opened/Closed since Jan 2021 m Currently Under Construction

Other Potential Additions
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Brisbane Tourism Region Hotel Market Outlook
Quarter to Quarter Shifts in Growth Trends
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Perth Tourism Region Hotel Market Outlook

Forecasts of Demand and Revenue Growth
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Perth Tourism Region Hotel Market Outlook

Forecast Additions to Supply — CY 2021 to 2026

Rooms Available CY 2021 — 26 CAAGR: 2.1%

Luxury
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Perth Tourism Region Hotel Market Outlook

Quarter to Quarter Shifts in Growth Trends
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Adelaide Tourism Region Hotel Market Outlook

Forecasts of Demand and Revenue Growth

Quarterly RNO Rolling RNO Economic Growth Index (RHS)
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Adelaide Tourism Region Hotel Market Outlook

Forecast Additions to Supply — CY 2021 to 2026

Rooms Available CY 2021 - 26 CAAGR: 3.9%
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Adelaide Tourism Region Hotel Market Outlook

Quarter to Quarter Shifts in Growth Trends

Indexed Rolling
12-Month Hotel
Performance Outlook

Indexed Rolling
12-Month RevPAR
Outlook
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Canberra Tourism Region Hotel Market Outlook

Forecasts of Demand and Revenue Growth

Quarterly RNO Rolling RNO Economic Growth Index (RHS)
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Canberra Tourism Region Hotel Market Outlook

Forecast Additions to Supply — CY 2021 to 2026

Rooms Available CY 2021 - 26 CAAGR: 2.1%
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Canberra Tourism Region Hotel Market Outlook
Quarter to Quarter Shifts in Growth Trends

Indexed Rolling
12-Month Hotel
Performance Outlook

Indexed Rolling
12-Month RevPAR
Outlook
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Hobart Tourism Region Hotel Market Outlook

Forecasts of Demand and Revenue Growth
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Hobart Tourism Region Hotel Market Outlook

Forecast Additions to Supply — CY 2022 to 2026

Rooms Available CY 2021 - 26 CAAGR: 3.3%
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Hobart Tourism Region Hotel Market Outlook
Quarter to Quarter Shifts in Growth Trends

Indexed Rolling
12-Month Hotel
Performance Outlook

Indexed Rolling
12-Month RevPAR
Outlook
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Gold Coast Tourism Region Hotel Market Outlook

Forecasts of Demand and Revenue Growth

Quarterly RNO Rolling RNO Economic Growth Index (RHS)
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Gold Coast Tourism Region Hotel Market Outlook

Forecast Additions to Supply — CY 2021 to 2026

Rooms Available CY 2021 - 26 CAAGR: 1.3%
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Gold Coast Tourism Region Hotel Market Outlook

Quarter to Quarter Shifts in Growth Trends
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Sunshine Coast Tourism Region Hotel Market Outlook

Forecasts of Demand and Revenue Growth

Quarterly RNO Rolling RNO Economic Growth Index (RHS)
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Sunshine Coast Tourism Region Hotel Market Outlook
Forecast Additions to Supply — CY 2021 to 2026

Rooms Available CY 2021 - 26 CAAGR: 1.4%
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Sunshine Coast Tourism Region Hotel Market Outlook
Quarter to Quarter Shifts in Growth Trends

Indexed Rolling
12-Month Hotel
Performance Outlook

Indexed Rolling
12-Month RevPAR
Outlook
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Newcastle Hotel Market Outlook

Forecasts of Demand and Revenue Growth
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Newcastle Hotel Market Outlook
Forecast Additions to Supply — CY 2021 to 2026

Rooms Available CY 2021 - 26 CAAGR: 2.9%

Rooms Available
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Newcastle Tourism Region Hotel Market Outlook
Quarter to Quarter Shifts in Growth Trends
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Australian Key Hotel Markets Outlook Summary
When RevPAR is expected to recover to 2019 level (on a Rolling 12-Month basis)
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, Melbourne
Sunshine Coast Gold Coast Perth
Hobart
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Horwath HTL

At Horwath HTL, our focus is one hundred percent
on hotel, tourism and leisure consulting. Our services
cover every aspect of hotel real estate, tourism and
leisure development.

We are a global brand with 52 offices in 38 countries,
who have successfully carried out over 30,000
assignments for private and public clients.

We are part of Crowe Global, a top 10 accounting
and financial services network. We are the number
one choice for companies and financial institutions
looking to invest and develop in the industry.

We are Horwath HTL, the global leader in hotel,
tourism and leisure consulting.
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Our Expertise:

* Hotel Planning & Development
» Hotel Asset Management

* Health & Wellness

» Transactional Advisory

» Expert Witness & Litigation
 Tourism & Leisure

» Hospitality Crisis Management

Horwath HTL Australia

Sydney Office
3 Spring Street,
Sydney, NSW
+61 2 9135 2975

Melbourne Office
454 Collins Street
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+61 2 9135 2975
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