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Why this report ?

In line with other publicationsproducedperiodicallyby Christie& Co,we haveupdated
theBP o r t uHptal Ma e kreportdreleasedfor the first time in 2016. The report
analyseghe four main regionsof the country (Lisbon,Porto, Algarveand Madeirafor
the first time), with the intention of determiningthe evolution of its main indicatorsin
2018.

Over the last few years, Portugal has experiencedrobust economic recovery with

record numbersin its GDP as well as an important decreaseof the unemployment
rate. The tourism sector, which benefited from the instability of its Mediterranean
competitors (Turkey,Tunisiaor Egypt) alsoregisteredsignificantincreasein demand,
supplyand profitability. Theentranceof new playersin the market(Minorinternational
and Curio Collection) and international investment have contributed to the

professionalisatiorof the sector.

Portugal benefits from a wide variety of demand generators,with Lisbonand Porto
identified as the c o u n t prime? whan destinations The recovery of the
Mediterraneancompetitor marketswill presenta challengefor the Portuguesehotel
sector,which experiencedits first decreasein occupancyratesin 2018, mainlyin the
resortdestinationsof Algarveand Madeira

Drivenby a positive macro economic environment, high interest from international
hotel groupsandimprovementin the overallquality of supply,Portugalis expectedto

recordanotheryearof positivehotel performancein 2019, principallysustainedby the

urban markets From an investment prospective, robust appetite from investorsand
the creation of the REIT(SIGIyegime is expectedto boost investment However,
despite yields above the European average,we sense overseasactors will be

challengedby the lackof opportunitiesfitting their return requirements

Throughoutthis report we analysethe economic, tourism and hotel frameworksof
eachregionusing publicinformation sources,including INE, TravelBland Turismode
Portugal,aswellasChristie& Co'sown sources
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Key Observations

1.

Strength of the urban destinations: whilst the volume of overnight

stays in Lisbon has maintained a stable position, RevPAR experienced a
robust growth of 7.9% in 2018. On the other hand, Porto experienced a
new record in demand with 7.9m overnight stays (+5.9%), resulting in an
overall RevPAR increase of 9.0%

Slow occupancy decrease in the resort destinations: the decline of
the main international feeders markets (UK and Germany) and the
political and economic stabilisation of competitive Mediterranean
destinations have generated a correction in the volume of overnight
stays in 2018, resulting in occupancy drops ranging from 1% to 5%

Improvements in the quality of the hotel supply: 4-star and 5star
hotels have increased their presence, representing more than 63% of
the total room supply in 2018

ADR as the main profitability growth driver: in 2018 ADR was the
main driver of the RevPAR growth. Nevertheless, this price surge has
affected occupancy levels, driving RevPAR stabilisation during the first
months of 2019

Limited air accessibility : the relevant increase in the number of
passengers has caused the airports of Lisbon and Faro to reach their
maximum capacity, limiting air accessibility
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2018 Landscape
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Sources: INE, Travel Bl ,Turismo de Portugal, Christie & Co 3
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Air Accessibility

2018: A record number of passengers in the Portuguese airports
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LOCATION

Lisbon Algarve Madeira

Lisbon Airport Porto Airport Faro Airport Madeira Airport

Passengers 2018: 5.9m (+10.6%/2017) Passengers 2018: 4.3r0(8%/2017) Passengers 2018: 1.7r0(5%/2017)
Passengers CAGR 202@18: +13.8% Passengers CAGR 202@18: +10.0% Passengers CAGR 202@18: +7.1%
% Domestic: 16.5% (+6.0%/2017) % Domestic: 5.3% (+6.6%/2017) % Domestic: 44.7% (+4.6%/2017)
% International: 83.5% (+11.6%/2017) % International: 94.7%1(2%/2017) % International: 55.3%4(4%/2017)
Distance to Porto: 12.9km Distance to Faro: 6.5km Distance to Funchal: 20.6km

Passengers 2018: 14.6m (+9.0%/2017)
Passengers CAGR 202@18: +12.6%

% Domestic: 12.4% (+3.3%/2017)

% International: 87.6% (+9.8%/2017)
Distance to Lisbon: 10.5km
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DETAILS

Sources: INE, Travel Bl ,Turismo de Portugal, Christie & Co 4
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Portugal

ADR drives overall RevPAR increase

& CHRISTIE&CO

Representing 8.52% of the GDP in 2018, tourism in Portugal has driven the recovery following the economic downturnjmesglify GDP increase in 2018 and a 17.1% decrease in the

unemployment rate, which recorded its lowest ever rate at 6.8%. The constant growth in demand (+3.7% CABR0HRI by bdt the domestic and international segments, and the improvement

in the quality of the hotel supply have sustained overall profitability growth in 2018 (+4.0%/2017).
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Economy Indicators 2018 vs. 2017

e Population: 10.3m (0.2%)
Unemployment Rate: 6.8% {17.1%)
GDP3 201.6b (+2.1%)
GDP perCapita} 19, 600 ( +3.
Inflation Rate: 0.99% {27.7%)

Tourism Indicators 2018 vs. 2017
e Total Tourism Revenue:} 3. 6 b

e Tourism Impact in GDP:8.2% (+5.1%)

(+6.

e Tourism Employment: 6.7% {1.5%)
7 %p

e Port Passengers: 1.4m (+9.1%)

Airport Passengers: 27.4m (+9.1%)

0 %)

15% (-7.5%)

Hotel Performance

RevPAR
}] 52.
(+4.0%/2017)
ADR
9% 2018
(+5.7%/2017) Occ
65.4%
(-1.7%/2017)
RevPAR
} 50. 2
ADR (+16.2%/2016)
2017 } 75.

(+10.8%/2016)

Top International Markets 2018 vs. 2017

[P

9% (-4.3%) 7% (+1.9%)
UK Germany Spain

Sources: INE, Travel Bl ,Turismo de Portugal, Christie & Co



Portuguese Hotel Market @ CHRISTIE&CO

Lisbon

Highest RevPAR levels in the country

Lisbon is the region with the highest levels of hotel profitability in Portugal, as well as the second highest oversighlustay after the Algarve. The entrance of new hotel players, mainly focused on
the 4 and 5star categories, has driven international demand growth (+5.6% CAGR), with the USA and Brazil identified #satngndéetthe most. Consequently, hotel rates increased, reaching its

hi ghest ADR at 103.3 (+8. 7%/ 2017) -0B®W2027/p18, while occupancy stabilised at 75. 8% (
Overnight Stays — YWY
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/ +4.9% P (+7.9%/2017)
— - Hotels Rooms CAGR +2.5% ADR
= Y e I m 1M L 103 2018
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Sources: INE, Travel Bl ,Turismo de Portugal, Christie & Co 6



