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Cost trends in right direction; top-line staying ugly for full-service hotels

An analysis of recent hotel labor cost trends, one of the
What's Incremental To Our View critical components impacting hotel EBITDA margins

Based on “big data” observations from higher-rated U.S. hotels (data source: HotStats): February:
-2,220 bps of yly GOP margin "growth" on -73.6% Total RevPAR (Rooms RevPAR + outside-of-the-
room spend). January results were -3,280 bps on -77.7% Total RevPAR.

In this month’s note we highlight:
® January and February profit results for U.S. hotels
® What is driving the improved performance (not necessarily an ideal recovery: picture)

The best news to come out of the February HotStats results is headline GOP margin in absolute
terms indicates higher-rated hotels are about as “profitable” as they have been since the start of the
pandemic. While we caution investors to not read too much into month/month changes as the HotStats data
set hotels are still running sub 30% occupancy, the good news,is that trends are progressing in the right
direction and will likely continue to do so into March (another excellent luxury leisure month). ltems that add
some noise to the headline results: ramping occupancy leads to more impressive bottom-line growth before
hourly staff rehires, pent-up leisure strength continues (especially luxury), and the reclosure of some hotels
reduces some competition.

Below we highlight absolute occupancy, Rooms and Total RevPAR, and GOP % of Total Revenues to indicate
trends in recent months. Note that we add data markers for Total Revenues in purple below given the
HotStats data set is more oriented to higher-rated hotels whose profitability and operating models incorporate
considerable “outside of the room” spending (F&B, catering/conventions, retail, recreation, parking, etc.).
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GOP Margins Improving Into February
Despite Still Challenged Top-Line
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Part of the improvement in February profitability is driven by ADR improvement, not surprising.given January is a colder month for many markets not to mention
fewer Americans had received vaccine shots (a spur to pent-up leisure travel). Detailed statistics are presented further in this note.

However, we caution that as higher-rated demand is still primarily leisure and‘at.30% occupancy, we believe investors should take a critical evaluation
of how profitability can be this relatively positive on low demand.Taking the:higher performing resorts out of the equation, we focus on a few dynamics
that are not necessarily long-term sustainable:

® Continued light staffing where property managers are holding hourly positions
® Accepting of essentially any demand even if not traditionally core to the hotel (lower-rated leisure, crew, etc.)
® Extreme conservatism on non-essential spending and hiring

Some of our investors and private hotel contacts have suggested to us that the stimulus money to lower- and middle-income Americans is positively
impacting leisure demand to markets in colder and non-leisure markets, albeit not without some heartburn.An interesting phenomenon may be occurring
as some private hoteliers have noted their exurban and suburban hotels, even at full-service price points, are accepting of demand that they would not normally
take otherwise.Examples include traveling youth sports teams and weekend partiers that go to nightclubs in the core of the city but due to budget limitations can
only afford to stay in the deep suburbs and exurbs.Both of these groups are known to cause greater wear-and-tear to rooms and can be highly disruptive to the
traditional higher-rated weekend guest — impacting operating costs, guest satisfaction scores, F&B expenses, and costs for rooms upkeep. These hotels are also
less likely to charge for parking or daily amenity fees. The hotels that are most likely to benefit from this demand are generally C-corps as most REIT full-service
hotels are in the urban core/central businessdistricts of markets.There are suburban exceptions for most of the REITS in our coverage (we can elaborate one-
on-one) but these suburban hotels are,generally lower RevPAR and less EBITDA impactful in normal times.We add that some select-service hotels are also likely
benefitting from this demand although we would not be surprised if suburban full-service hotels are lowering room rates in order to capture these customers.

January/February HotStats results:

® February: Rooms RevPAR 6f=70.3% and Total RevPAR of -73.6% compared with GOP margins of -2,220 bps y/y. We add that ADR for February was
$174 vs. $227 in the prior year. Occupancy was 29.2% vs. 75.4% in the prior year. For most markets, February 2020 was a fairly normal travel month although
there was already slippage in some gateway markets.

© GOP margins as a percentage of total revenue of 14.7% compares to 36.9% in the prior year.
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¢ January: Rooms RevPAR of -75.7% and Total RevPAR of -77.7% compare with GOP margins of -3,280 bps y/y. January ADR; reflective of a colder weather
month, was $159 vs. $220 in the prior year. Occupancy was 23.0% vs. 68.3% in the prior year.

© GOP margins of -3.3% compare to 29.5% in the prior year.

1Q21 profit forecasts: Given the volatile nature of March y/y performance, we are not presenting forecasts for 1Q21 at this'time. Our best judgment on projections
follow commentary by some of the full-service REITS where the assumption is similar performance in 4Q20 and 1Q21./We would add that 2Q21 is likely to be similar
to 1Q21 with perhaps modest improvement in 1Q21 in select markets and some transient corporate/individual business travel returning in 2Q21. A normalized
demand segmentation summary of our entire coverage (including non-hotel names) is presented at the end of this note.

We assume for now that given the trajectory of the vaccine distribution, those that are traveling for work are morevlikely to be in industries or job roles where one’s
company or role would be highly impacted by the lack of travel. Examples include salespeople, small businesses, and especially private companies without deep
financial backing. As we are almost in 2Q21 as is, we are hard-pressed to see major changes trafspiring for corporate travel in April as much of the working-age
traveler is among the last group to be eligible for vaccination, not to mention the millions of Americans unlikely to want to accept a vaccine. Some more risk-averse
citizens may be inclined to wait to return to the office until they have a positive antibody test, much less travel for work in unfamiliar settings without assurances
that their business contacts have been vaccinated and have exhibited risk-averse habits.
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Segmentation By Company

Transient Transient Group
Lodging REITS Corporate® Leisure
DRH 35% 35% 30%
HST 40% 25% 35%
PEB 35% 40% 25%
PK 35% 35% 30%
RHP 5% 25% 70%
RLJ 55% 25% 20%
SHO 45% 20% 35%

Transient Transient Gioe
C-corps Corporate* Leisure
CHH 45% 45% 10%
H 40% 20% 40%
HLT 50% 20% 30%
MAR 50% 30% 20%
WH 30% 70% less than 1%

Transient Transient Group
Experiential Leisure Corporate Leisure
MTN 0% 95% 5%
PLYA** 0% 90% 10%

Transient Transient Group
Cruise Lines Corporate Leisure
CCL 0% 100% 0%
NCLH 0% 100% 0%
RCL 0% 100% 0%

Transient Transient Noup
Vacation Ownership Corporate Leisure
BXG 0% 100% 0%
HGV 0% 100% 0%
TNL 0% 100% 0%
VAC 0% 100% 0%
Notes:

*For simplicity, transient corporate includes contract/crew (generally 5% or less of

total demand for most companies). Contract/crew is generally very low-rated business.
Figures are largely pre-pandemic and reflect normalized demand.

**For PLYA, we estimate a normalized pottfolio given the material impact of Hyatt Cap Cana

Source: Truist Securities Research, company:filings
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Companies Mentioned in This Note

DiamondRock Hospitality Company (DRH, $10.64, Sell, C. Patrick Scholes)
Host Hotels & Resorts, Inc. (HST, $17.19, Sell, C. Patrick Scholes)
Pebblebrook Hotel Trust (PEB, $25.25, Hold, Gregory Miller)

Park Hotels & Resorts Inc. (PK, $21.87, Sell, C. Patrick Scholes)

Ryman Hospitality Properties, Inc. (RHP, $79.00, Sell, C. Patrick Scholes)
RLJ Lodging Trust (RLJ, $15.47, Hold, Gregory Miller)

Sunstone Hotel Investors, Inc. (SHO, $12.73, Sell, C. Patrick Scholes)

Analyst Certification

I, C. Patrick Scholes , hereby certify that the views expressed in this research report accurately reflect my personalviews about the subject company(ies) and
its (their) securities. | also certify that | have not been, am not, and will not be receiving direct or indirect compensation in exchange for expressing the specific
recommendation(s) in this report.

I, Gregory J. Miller , hereby certify that the views expressed in this research report accurately reflect my personal views about the subject company(ies) and
its (their) securities. | also certify that | have not been, am not, and will not be receiving direct/or indirect compensation in exchange for expressing the specific
recommendation(s) in this report.

Required Disclosures

Analyst compensation is based upon stock price performance, quality of analysis; communication skills, and the overall revenue and profitability of the firm,
including investment banking revenue.

As a matter of policy and practice, the firm prohibits the offering of favorable research, a specific research rating or a specific target price as consideration or
inducement for the receipt of business or compensation. In additionyassociated persons preparing research reports are prohibited from owning securities in the
subject companies.

Charts indicating changes in ratings can be found in recent notes and/or reports at our website or by contacting Truist Securities. Please see our disclosures page
for more complete information at https://truist.bluematrix.com/sellside/Disclosures.action.

Truist Securities Ratings System for Equity Securities
Dissemination of Research

Truist Securities, Inc. ("Truist Securities") seeks to.make all reasonable efforts to provide research reports simultaneously to all eligible clients. Reports are
available as published in the restricted access area of our website to all eligible clients who have requested a password. Institutional investors, corporates, and
members of the Press may also receive ourresearch via third party vendors including: Thomson Reuters, Bloomberg, FactSet, and S&P Capital IQ. Additional
distribution may be done by sales péersonnel via email, fax, or other electronic means, or regular mail.

For access to third party vendors or our Research website: https://truistresearch.bluematrix.com/client/library.jsp.
Please email the Research Department at EquityResearchDepartment@research.truist.com or contact your Truist Securities sales representative.
Truist Securities Rating System for Equity Securities

Truist Securities, Inex(*Truist Securities") rates individual equities using a three-tiered system. Each stock is rated relative to the broader market (generally the S&P
500) over the next 12-18 months (unless otherwise indicated).

Buy (B) — the stock’s total return is expected to outperform the S&P 500 or relevant benchmark over the next 12-18 months (unless otherwise indicated)

Hold (H) — the stock’s total return is expected to perform in line with the S&P 500 or relevant benchmark over the next 12-18 months (unless otherwise indicated)
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Sell (S) — the stock’s total return is expected to underperform the S&P 500 or relevant benchmark over the next 12-18 months (unless otherwise indicated)
Not Rated (NR) — Truist Securities does not have an investment rating or opinion on the stock

Coverage Suspended (CS) — indicates that Truist Securities’ rating and/or target price have been temporarily suspended due to applicableregulations and/or
Truist Securities Management discretion. The previously published rating and target price should not be relied upon.

Truist Securities analysts have a price target on the stocks that they cover, unless otherwise indicated. The price target represents-that analyst's expectation

of where the stock will trade in the next 12-18 months (unless otherwise indicated). If an analyst believes that there are insufficient.valuation drivers and/or
investment catalysts to derive a positive or negative investment view, they may elect with the approval of Truist Securities Research Management not to assign a
target price; likewise certain stocks that trade under $5 may exhibit volatility whereby assigning a price target would be‘unhelpful to making an investment decision.
As such, with Research Management's approval, an analyst may refrain from assigning a target to a sub-$5 stock.

Legend for Rating and Price Target History Charts:

B = Buy
H = Hold
S =Sell

D = Drop Coverage

CS = Coverage Suspended
NR = Not Rated

| = Initiate Coverage

T = Transfer Coverage

Truist Securities ratings distribution (as of 03/29/2021):

Coverage Universe Investment Banking Clients Past 12‘Months
Rating Count Percent Rating Count. < Percent
Buy 498 68.13% Buy 174 34.94%
Hold 225  30.78% Hold 73 32.44%
Sell 8 1.09% Sell 2 25.00%

Other Disclosures

Information contained herein has been derived from sources believed to be reliable but is not guaranteed as to accuracy and does not purport to be a complete
analysis of the security, company or industry involved. This report is not to be construed as an offer to sell or a solicitation of an offer to buy any security. Truist
Securities, Inc. and/or its officers or employees may have positions in any securities, options, rights or warrants. The firm and/or associated persons may sell to
or buy from customers on a principal basis. Investors may be prohibited in certain states from purchasing some over the-counter securities mentioned herein.
Opinions expressed are subject to change without notice.

Truist Securities, Inc.’s research is provided to and intended for use by Institutional Accounts as defined in FINRA Rule 4512(c). The term “Institutional Account”
shall mean the accountof: (1) a bank, savings and loan association, insurance company or registered investment company; (2) an investment adviser registered
either with the SEC.under Section 203 of the Investment Advisers Act or with a state securities commission (or any agency or office performing like functions); or
(3) any other person (whether a natural person, corporation, partnership, trust or otherwise) with total assets of at least $50 million.

Truist Securities, Inc. is a'registered broker-dealer and a member of FINRA and SIPC. It is a service mark of Truist Financial Corporation. Truist Securities,
Inc. is owned by Truist Financial Corporation and affiliated with SunTrust Investment Services, Inc. and BB&T Securities, LLC. Despite this affiliation, securities
recommended, offered, sold by, or held at Truist Securities, Inc., SunTrust Investment Services, Inc. or BB&T Securities, LLC (i) are not insured by the Federal
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Deposit Insurance Corporation; (ii) are not deposits or other obligations of any insured depository institution (including Truist Bank); and (iii) are subject to
investment risks, including the possible loss of the principal amount invested. Truist Bank may have a lending relationship with companies.mentioned herein.

Please see our Disclosure Database to search by ticker or company name for the current required disclosures, including valuation and risks, Link: https://
truist.bluematrix.com/sellside/Disclosures.action

Please visit the Truist Securities (formerly known as SunTrust Robinson Humphrey) equity research library for current reports and the analyst roster with contact
information, Link (password protected): TRUIST RESEARCH LIBRARY

Truist Securities, Inc., member FINRA and SIPC. Truist and Truist Securities are service marks of Truist Financial Corporation.
If you no longer wish to receive this type of communication, please request removal by sending an email to EquityResearchDepartment@Research.Truist.com
© Truist Securities, Inc. 2021. All rights reserved. Reproduction or quotation in whole or part without permission is forbidden.

ADDITIONAL INFORMATION IS AVAILABLE at our website, TruistSecurities.com, or by writing to: Truist Securities, Research Department, 3333 Peachtree Road
N.E., Atlanta, GA 30326-1070
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