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A Macroeconomic overview
A Impact of Covid on hospitality
A Deal environment
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The recession is K-shaped

Winners

Everyone else



What shape Is the recovery

Chart 1.2: Real GDP: central forecast and alternative scenarios
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From bust to boom

A"When the facts
change, | change my
mind. What do you do,
Sir?"

AJohn Maynard Keynes




What has changed

AJnemployment not as bad as
forecast

/Consumer appetite remains
strong (personal savings rates
higher during this recession)

A/accine, vaccine and vaccine




Reasons to be cheerful
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INote: The following is a redacted varsion of the original report published Novamber 7, 2020 [16 pgsl.

Global Economics Analyst

V(accine)-Shaped R

Prasident-elect Joe Biden will likely have to work with a Republican Senate
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majority, limiting his ability to implement the
Neverthalass, we expact a $1 trillion stimulus package, potantially snacted
befora his inauguration on January 20. This is less than half of what we might
have sean under a Democratic sweep, but it should suffice for a small positive
fiscal impuisa to US growth in coming quarters.

More important for tha growth outiook is the second wave of coronavirs
infections that is now sweaping the United States and especially Europe, where
governmants have already reactad with renewed partial lockdowns. This has led
us to downgrade our Qa/01 GDP astimatas on both sidas of the Atlantic; in fact,
‘we now expect tha European economy to contract significantly in Q4. These
rewisions have brought down our 2021 global GDP foracast to 5.0% (vs.
consansus of 5.29%) and the nearterm risks remain on the downsida.

But just as tha global economy raboundad quickly (albait partially) from tha
lockdowns in the spring. we expact the cument weakness to give way to mudh
stronger growth when the European lockdowns end and a vaccine becomes
available. Assuming the FDA approves at keast one vaccine by January and mass
immunization of the general population starts shortly thereafter, as we expect,
growth should pick up sharply in 02. The apparent lack of scarring effacts from
the earlier GDP plunge is consistant with this view.

= The DM central banks are likely to steer 3 dovish path for the next several years.
Even under our foracast of a strong growth rebound. labor market conditions will
normalize only gradually and inflation looks set to remain below central bank
targets. We expect the Fad, the ECE, and the Bank of England to wait until 2025
befora hiking rates: besides. the ECB looks set to deliver additional QE naxt
month.

‘Our growth forecasts in the emerging world in 2021-22 are mostly above
consensus. The main excaption is China, where output is alfeady back to
ppre-pandemic levels, credit is growing rapidly, and fiscal policy remains very
axpansionary. Policymakers look set to react by easing off the acoslerator, which
should result in a modest sequantial growth slowdown.
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UK economic growth forecasts

Goldman Sachs chief economist Jan
Hatzius said on 7" November in a report
called V(accine)-Shaped Recovery

2021 1%

2022 3%



Impact of
Covid

AAccelerator of change

AChange agent




Covid myths

Brian Chesky, Airbnb CEO

1. Travel has changed forever and a
permanent diminishing of business travel

Cities no longer the focus
More meaningful travel, less mass travel

No longer a tourist district and residential
district




Working from home
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CBRE survey September 2020
Half respondents were Fortune 500
Global

A More appetite for flexibility

A But just 11% envisage a fully
remote workforce

A fHotelificationo of of f i ce
A 60% looking to reduce space
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How bad Is it

s UKHospitality says hospitality
ﬁ&?&o;b*r 33,653 &= industry accounts for one-third of

SALES IN HOSPITALITY

IN THE LAST YEAR 7AN i?'lf;“é&%?ﬁ%’ciﬁi“é‘éfi&’iﬁ THE TOTAL current GDP decline
FEWER VISITS TO THE §

88 mi "IO“ QUARTER OF 2E°T2H°'RD“ Outstanding rent estimated at £1.6bn

@27% it 18%

OF MULTI-SITE BUSINESS LEADERS PREDICT OF LEADERS SAY THEY ARE CONFIDENT N
THEIR GROUPS WILL BE UNVIABLE WITHIN THE ABOUT MARKET PROSPECTS FOR THE Leaders’ top priorities for government in 2021
FIRST SIX MONTHS OF 2021 IF CURRENT LEVELS NEXT 12 MONTHS o
OF SUPPORT CONTINUE So | Fourt rvey, Nov iﬂ Nl
B 0, Extension of business /‘\ 0, VAT reduction applied
o | : | o -~ © rates holiday © to alcoholic drinks
/ o VAT reduction on food 170/ A return to office
OF QUTLETS THAT HAVEN'T OPENED SINCE THE 2 extended beyond March O working
OF CONSUMERS ARE VISITING VENUES FIRST NATIONAL LOCKDOWN WILL NEVER DO
LOCAL TO WHERE THEY LIVE MORE OFTEN SO, ACCORDING TO A SURVEY OF MEMBERS OF
THAN THEY DID BEFORE THE PANDEMIC UKHOSPITALITY AND OTHER TRADE BODIES o Removing curfew Support on rent
o OF CONSUMERS USED THE
EAT OUT TO HELP OUT (:\ A repeat of Eat Out to
o SCHEME IN AUGUST =Y Help Out
Allowing mixed Return of the Job
household groups in y Retention Bonus
Tiers 2and 3
OF CONSUMERS SAY HOSPITALITY VENUES OF CONSUMERS SAY THEY FEEL SAFER IN HOSPITALITY

GIVE THEM SOMETHING TO LOOK FORWARD TO : VENUES THAN IN SHOPS AND SUPERMARKETS

UKHespitality Quarterly Tracker. Coffer Peach Business Tracker and CGA Business Leaders’ Survey.



Covid pain

GOPPAR falls
£9-11 25%
Alrag Il 22%
AGFC 27T%
ACovid 122%
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Distressed balance sheets

The nextend a
pretendo pol i
In the post-GFC period

are unlikely to be

repeated.

Zombies need to watch
out!
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Weight of money

Private equity dry powder as much as
$2.5 trillion (or $2,500,000,000,000)
This means:

A Asset pricing will be robust

A Yields even lower




Winners and losers

Losers

A SMEs and
independents

A Economic
pessimists

Winners

A Big brands

A Flexible concepts
A Inflation (?)
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Thank you!

The intelligence source for the hotel investment community
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