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Impending U.S. hotel debt maturities and implications for transactions

Our methodology

JLL's report examines all single-asset, hotel securitized loans
nationwide, as well as in thetop-25 markets (as defined by STR). The
objective is to assess the level of financial stress thatis likely to occur
as these loans come due at their impending maturity date. To
evaluate, JLL recalculated the debt service coverage ratio (DSCR) for
loans maturing between 2024 and 2032 with the assumption that they
will refinance. The calculations assume refinancing at an interest rate
of 7.7% for fixed rate loans and 8.3% for floating rate loans, which
reflect the average securitized debt interest rates as of Q1 2024. Using
the new DSCR calculations, JLL categorized each maturing loan as
either "critical stress" (DSCR less than or equal to 1.0), "moderate
stress" (DSCR between 1.0 and 1.25), or "healthy/stable" (DSCR greater
than or equal to 1.25). This analysis was also carried out for the top-25
markets as well as forinstitutional-quality SASB product to determine
the extent of financial stress faced by maturing debt in 2024. By using
this methodology, JLL aims to reveal the truelevel of financial stress
associated with the upcoming "wall of maturities" in both the broader
U.S. and the top-25 markets, as well as forinstitutional-quality hotels.
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Key findings

U.S. hotel profitability lags pre-Covid levels,
particularly in top gateway markets, posing
a challenge for loan maturity extensions
and refinancings, thus making transacting
a strong exit strategy.

Persistently high interest rates are
exacerbating financial stress forowners &
investors facing impending debt
maturities, compelling them to consider
transacting.

Record-high property insurance costs are
lowering hotel cash flows, primarily in top
gateway markets, making refinancing a
challenge for maturing debt.

$4.2 billion in maturing debt volumein
2024 will face critical stress in the current
debt cost environmentand catalyze
transactions through the balance of2024.

Over the next five years, $2.2 billion of
institutional quality, hotel SASB loans will
face critical stress, and present a short-
term opportunity forinvestors to acquire
higher-quality assets in prime locations.

21 of the top-25 U.S. markets that
refinance at maturity in 2024 will
observe moderate to critical stress,
totaling $2.1 billion in debt volume.
Expect top gateway markets to drive
increased hotel transactions.

30© 2024 Jones Lang LaSalle P, Inc. Allrights reserved.




Impending U.S. hotel debt maturities and implications for transactions (n)

Executive Summary

$5.8 billion of U.S. hotel single-asset securitized loans, including CMBS and CRE
CLOs are coming due for maturity in 2024. Despite the U.S. hotel industry
demonstrating strong RevPAR performance, there are multiple headwinds that
could impede the refinancing of these securitized loans and compel owners to
transact instead. These headwinds include the lagging profitability of U.S. hotels,
persistently high interest rates, and historically-high costs of property insurance.

As such, if the looming $5.8 billion “wall of maturities” in 2024 were to be refinanced
attoday’s interest rates, then a significant $4.2 billion of the total volume would be
under critical stress, evidenced by a debtservice coverage ratio falling at or below
1.0. This represents 71.4% of total maturing debtvolume in 2024 thatwould not
generate sufficient net operating income to cover debtservice. With the amount of
maturing debtin critical stress expected todecline over the next few years, the
opportunity to invest in the dislocation is now.

Expect these loan maturities to predominantly catalyze transactions in top gateway
markets as they observe the highest concentration of debt in moderate-to-critical
stressif refinanced at maturity in 2024.
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Source: JLL Research, CoStar/STR
Note(s): Datais as of year-end 2023. GOPPAR = Gross operating profit per available room. Las Vegas has been omitted from the analysis due to
itshigh concentration of casinos and differencesin profit reporting. Gateway marketsinclude NYC, DC, Chicago, Boston, LA, SF, and Seattle.
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With $5.8 billion worth of hotel securitized loans approaching Average U.S. hotel securitized debt market interest rate
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4.0% 4.2%

Rate (%)
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=] S. hotel securitized fixed interest rate
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Source: JLL Research, Trepp, FRED

Note: Datais as of March 2024 and pertainsto single-asset U.S. hotel securitized loans (CMBS & CRE CLOs) with fixed and floating interest rates by
origination year. Las Vegas has been omitted from the analysis due to its high concentration of casinos and differences in profit reporting.
Benchmark rates and securitized debt interest rates have been annualized.
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Record —high property U.S. hotelinsurance cost peravailable room (PAR) by top-25 marketin 2023
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The financial strain posed by rising insurance costs will © g

encourage owners to consider transactions in the face of
impending maturities, particularly in top gateway
markets.

Insurance cost PAR in2023 @ % change from 2021

Source: JLL Research, Costar/STR
Note(s): Data as of year-end 2023 and is the most recent data available.

7 | ©2024 Jones LangLaSalleIP, Inc. All rights reserved.



Impending U.S. hotel debt maturities and implications for transactions ()

$4.2 billion in maturing debt volume in 2024 will face critical stress in the current
debt cost environment and catalyze transactions in the near-term.

- Maturing debt volume by DSCR level, (after refinancing”)
By the end of 2024, $5.8 billion worth of U.S. hotel

securitized loans will come due for repayment, requiring $10
full payment, refinancing, extension, or sale. However, if $9.0
these loans were to be refinanced at current interest B 59 $8.2
rates, a large majority of them would struggle to generate 3 $8
enough income to cover their debt costs. In fact, 71.4% of 2 : L
these maturing loans will be in critical stress, where their % ST 963 Maturingdebtin critical stress
debt service coverage ratio will fall below 1.0. This o % $5.7
indicates that these loans will be unable to generate = $5.0 Total Total
sufficient net operating income to meet their debt 9 35 loans  volume 3B
obligations. 2w $3.8 2024 145 $4.28
The number of maturing loans in critical stress is E 63 2025 65 $1.1B
expected to decline overthe next few years, decreasing 2
from 145 loans in 2024 to just 9 by 2028. This presents a g $2 2026 15 50.38
short, near-term window of opportunity for investorsto 61 512 $0.9 2027 20 $03B
take advantage of the market dislocation. I $0.2

50 - . . 2028 9 $0.18B
As such, look for these debt maturities in critical stress to 2024 2025 2026 2027 2028 2029 2030 2031 2032
drive U.S. hotel transactions through the balance of 2024. m Critical stress (DSCR <= 10) m Moderate stress (10< DSCR < 1.25)

Healthy/stable (DSCR>= 1.25)

Source: JLL Research, Trepp; DSCR = Debt service coverage ratio. Note(s): Datais as of March 2024 and pertainsto single-asset U.S. hotel securitized (CMBS&CRE CLOs) loansthat are maturing over the next five years.
Las Vegas has been omitted from the analysis due to its high concentration of casinos and differences in profit reporting. Hotels that have no data reported (or data that is out of date) have been excluded.

. : . : ) " 0 N
Average DSCR at refinancing has been calculated based on an interest rate of 7.7% for fixed-rate loans and 8.3% for floating-rate loans. 8 | ©2024 Jones LangLaSalle P, Inc. All rights reserved.
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Over the next five
years, $2.2 billion of
institutional guality,
hotel SASB loans will
face critical stress
and present a short-

term opportunity for
iInvestors to acquire

higher-quality assets
in prime locations.

Overthe next five years, asignificant opportunity is emerging for
well-capitalized investors as approximately $2.2 billion worth of
institutional quality hotel SASB loans are projected to face
critical stress. This presents a near-term opportunity for
investors to acquire high-quality hotel assets.

Institutional quality hotels are typically higher-quality, full-
service hotels, located in prime locations. Lenders often prefer
these types of hotels for single-asset single-borrower (SASB)
loans dueto their strongdemand drivers and solid financial
performance. These locations often experience high demand
from both businessand leisuretravelers, resultingin higher
occupancy rates and stronger financial performance. By
acquiring these assets, investors can position themselves to
benefitfrom the continued growth of these markets.

With the concentration of maturing institutional quality hotel
debt expected to encounter critical to moderate stress
exclusively in in 2024 and 2025, this represents a short-term
investment opportunity for investors to acquire higher-quality
assets in prime locations.

Source: JLL Research, Trepp, FRED

h

Total U.S. hotel SASB debt volume maturing between
2024 and 2028 (in billions USD)

Moderate stress
50.8

Critical stress
$2.2

Healthy/stable
$8.6

Note(s): Datais as of March 2024 and pertains to U.S. hotel single-asset single-borrower (SASB) loans that are maturing over the next five years. Las
Vegas has been omitted from the analysis due to its high concentration of casinos and differencesin profit reporting. Hotels that have no data
reported (ordatathatis out of date) have been excluded. *Average DSCR at refinancing has been calculated based on an interest rate of 7.7% for

fixed-rateloansand 8.3%for floating-rate loans.
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21 of the top-25 U.S. markets
that refinance at maturity in
2024 will observe moderate
to critical stress, totaling $2.1
billion in debt volume.

Profitability challenges are significantly impacting
hotelsin top gateway cities, leading to concerns
about their financial stability. In 2024, 21 of the
top-25 U.S. markets are expected to face
moderate to critical stresswhen refinancing their
loans upon maturity, totaling $2.1 billion in debt
volume. This suggests that they will not be able to
generate sufficient income to cover their debt
obligations. Primary markets affected include San
Francisco, Los Angeles, New York, Washington
D.C,, Chicago, Seattle, and Boston. In these
gateway markets, the debt service coverage ratios
are below 1.25.

In the face of moderate to critical stress upon
refinancing at maturity in 2024, these top gateway
markets are likely to drive increased transaction
activity.

Average DSCR at origination —
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New Orleans, LA

St Louis, MO-IL
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Average DSCR across U.S. top markets, at origination vs. atrefinancing in 2024

Average DSCR at refinancing in 2024
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Source: JLL Research, Trepp; DSCR = Debt service coverage ratio. Note(s): Datais as of March 2024 and pertainsto single-asset U.S. hotel securitized loans that are maturing in 2024. Hotels that have no data reported
(ordatathatisout of date) have been excluded. Las Vegas has been omitted from the analysis due to its high concentration of casinos and differences
in profit reporting. No loansin Denver, CO are maturingin 2024. Average DSCR at refinancing has been calculated based on an interest rate of 7. 7% for

fixed-rateloansand 8.3%for floating-rate loans.
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Glossary

Conduit/CMBS
Type of CRE mortgage loan backed by a diverse selection of other
mortgage loans that are packaged and sold toinvestors.

CRE Collateralized Loan Obligation (CLO)
Single security backed by a pool of CRE debt in which theindividual
borrowers make payments to the company that pooled the loans.

Debt service coverage ratio (DSCR)

A financial metric used to assess the ability of a borrower to cover their
debt obligations, specifically the interest and principal payments, using
the income generated from the property. This is calculated by dividing the
net operating income by total debt service.

In this report there are three categories of DSCR:

Critical Stress Moderate Stress Healthy/Stable
DSCR<=1.0 DSCRis between 1.0 - 1.25 DSCR>=1.25

Extensions

Loan maturity extensions refer to agreements between lenders and
borrowers to extend the maturity date of a loan beyond its original term.
Thisis initiated when the borrower is unable torepay the loan at its
original maturity date.

Fixed or Floating Rates

Afloating rate, refers to an interest rate that can change overtime. Unlike
a fixed rate, which remains constant for the duration of a loan and is tied
to a benchmark index.

Gross Operating Profit per Available Room (GOPPAR)

A per room measure of a hotel’s profitability by dividing the gross
operating profit (revenue minus expenses) by the number of available
rooms.

Refinancing
The process of replacing an existing loan with a new loan that has
different terms to obtain better interest rates, payment terms, etc.

Securitized Debt Maturity Date

The date in which a securitized debt instrument is set to mature or expire,
and all principal and interest payments associated with the securities
must be repaid to theinvestors..
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JLL'sresearch team deliversintelligence, analysis and insight through market leading reports and
servicesthatilluminate today’s commercial real estate dynamics and identify tomorrow’s
challenges and opportunities. Our more than 550 global research professionals track and analyze
economic and property trends and forecast future conditions in over 60 countries, producing
unrivalled local and global perspectives. Our research and expertise, fuelled by real-time
information and innovative thinking around the world, creates a competitive advantage for our
clientsand drives successful strategies and optimal real estate decisions.

About JLL

JLL(NYSE: JLL) isaleading professional services firm that specializesin real estate and investment
management. JLL shapes the future of real estate for a better world by using the most advanced
technology to create rewarding opportunities, amazing spaces and sustainable real estate
solutionsforour clients, our people and our communities. JLL is a Fortune 500 company with
annual revenue of $20.9 billion, operationsin over 80 countries and a global workforce of more
than 103,000 as of December 31,2022. JLL isthe brand name, and a registered trademark, of Jones
LangLaSalle Incorporated. For furtherinformation, visit jll.com.
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This report has been prepared solely for information purposes and does not necessarily purport to be a complete analysis of
the topics discussed, which are inherently unpredictable. It has been based on sources we believe to be reliable, but we
have not independently verified those sources and we do not guarantee that the information in the report is accurate or
complete. Any views expressed in the report reflect our judgment at this date and are subject to change without notice.
Statements that are forward-looking involve known and unknown risks and uncertainties that may cause future realities to
be materially different from those implied by such forward-looking statements. Advice we give to clients in particular
situations may differ from the views expressed in this report. No investment or other business decisions should be made
based solely on the views expressed in this report.
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