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Reasons for this report

✓ Analysis of forward-looking booking and

pricing trends and for US hotels.

SEE PAGE 9 FOR REQUIRED DISCLOSURE INFORMATION

June 1, 2022

May/June RevPAR Monitor: Not seeing
signs of any pullback in forward-looking
“big data”. U/G PK

In this report we discuss:
• Latest observations on forward-looking booking and pricing trends for US

hotels and anecdotal learnings from industry contacts, including detail on the
three main customer segments:
○Individual Business
○Group/convention
○Leisure

• Stocks/picks

Based upon our analysis of millions of future reservations for US hotels from
multiple “big data” sources and from conversations with hotel owner/manager
contacts and executives at very large travel agencies, the improving forward
trends for business and group travel have stayed on an unabated trajectory of
recovery since Jan/Feb’s omicron pullback. While the most recent booking volumes
for corporate transient customers are still down approx. 20% from comparable May
2019 levels, this is a massive improvement from January were they were down approx.
65% from January 2019 levels. Pricing on corporate transient bookings is now tracking
up low-single digits from May 2019 levels (but still down 10%+ when accounting for
inflation), also an improvement from the down 5-10% in January vs. January 2019
levels. RevPAR for summer leisure travel continues to be up significantly vs. 2019 with
the greatest strength in the higher-end segments. That said, as the summer of 2021
was a big recovery year for leisure travel, we continue to see leisure RevPAR “only” up
5-10 percentage points vs. last summer with all the growth coming from ADR, as there
is some modest pressure on occupancy due to the difficult y/y comp, additional home
rental supply, and the re-opening of Europe as a tourist destination.

To be clear, we are not oblivious to drumbeats in some economic forecasts and
in the media surrounding a possible recession in 2023, rather at this time we do
not observe US hotel bookings and pricing showing any pullback (yet), or as the
head of travel for one of the world’s largest corporate travel agencies noted to
us when we asked “the pullback question”, “We are not seeing any slowdown,
quite the opposite” (conversely, please see our research on cruise lines where
we have observed negative pricing trends).
• Concurrent with this report, we are upgrading PK, the second largest hotel REIT,

to Buy from Hold and raising our price target to $22 from $19. While the hotel REIT
subsector continues to be plagued by the structural issues that have made it a long-
term underperformer, we find PK’s valuation combined the aforementioned demand
and pricing trends too compelling to ignore.

Implications for earnings estimates/stocks: Assuming the above noted trajectory of
improvement continues through the rest of 2Q and through 3Q, we believe 2Q/2022
company guidances and consensus earnings estimates should be achievable, if
not beatable. As far as specific stocks/sub-sectors, we continue to be most
favorable on the leisure-centric companies, namely WH (Buy) and the Vacation
Ownership companies, HGV (Buy), VAC (Buy), BVH (Buy), and TNL (Buy).
Common characteristics besides high leisure exposure include attractive valuations,
recovered balance sheets, and return of capital to shareholders via repurchases and/or
dividends. To the list of favorites, we include Hyatt (Buy) given its increasing exposure
to leisure via its acquisition of Apple Leisure Group and its progress on selling owned
assets and shifting to a more asset-lite company. We also continue to favor RLJ
(Buy, Miller) driven partly by our continued view of its relative valuation discount and
operational enhancements/hotel repositionings supporting incremental EBITDA growth.
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Lastly, we are encouraged by the progress we are seeing in higher-end corporate and group travel and as noted previously are upgrading
PK (Buy) to Buy from Hold.

Before discussing observations on the three main customer segments we have some food for thought, because clearly the
market says 2023 will see a slowdown:
• While our latest observations on forward-looking US hotel bookings and pricing are very positive, the nature of hotel bookings is that

there is limited visibility on individual business and leisure travel beyond three months (this summer). A big unknown is how much of
the strength in the pace of business travel bookings is just a “catch-up” from two years of lost business. Then after it has “caught-
up”, how much gas will be left in the tank and will demand ever get back to 2019 levels (we think probably not?). In the section we
discuss some initial observations on 2023.

• Room rates, especially for the luxury and resort segments, are hot, and we are experienced and cynical enough to know that
when something gets too hot it eventually does not end well for this industry. Already we are starting to see significant Airbnb
(ABNB, Buy, Khan) supply (aka shadow supply) coming back into many warm weather markets and subsequently we expect some of
the demand strength will be diluted by this new supply. Please join us on Wednesday, June 15th when we host a webinar with Airdna
(private) to discuss the most recent supply, demand, and pricing trends in Airbnb (ABNB, Khan, Hold) and short term rentals.

• For this summer’s leisure business, the pace of bookings will likely slow as arrival dates get closer as compared to last year’s pace
which only got stronger closer to arrival dates. While this makes for a negative headline, we see the slowing pace driven by more
limited room availability this summer as more bookings were made earlier in the year whereas last summer many travelers waited
until the last minute to book their summer vacations.

• International in-bound demand remains down nearly 50% from pre-Covid levels. As this demand segment continues to gain steam, and
assuming Europe and other international markets do not see a recession, this could help offset some (all?) of any recession-driven
travel slowdown in 2023, should a recession occur.

• The one area where we have seen a tangible negative impact to earnings is with higher interest rates, though this should not
be a surprise to anyone at this point. The impact seen so far has been:
○Tightening net interest income from securitizations for the vacation ownership companies. For example, VAC’s weighted

average coupon on their securitization last month was 4.59%, whereas in November it was 1.64%. Assuming VAC does around $1B
of securitizations a year, this increase amounts to approx. $30M annually of lost EBITDA. However, some of this will be recouped by
higher interest rates on the initial loans and as companies have often noted, higher VPGs (partially driven by inflation), a measure of
sales and selling efficiency, are more than offsetting lost interest income.

• Share repurchases, which are often paid for by taking on additional debt, become less accretive as debt becomes more
expensive.

• Interest rates on floating and new debt are higher.

What does our data and industry contacts say about 2023 at this point? 1) While individual business and leisure bookings for 2023
are de minimis at this point, we have somewhat better visibility with group bookings. For corporate group bookings for 2023 (approx. 20%
of bookings committed so far), while still pacing approx. 20% off of comparable 2019 levels, the month-to-month trajectory of improvement
is encouraging (see Group discussion later in this report). 2) Perhaps most importantly, initial indications from our industry contacts are
that corporate negotiated rates for 2023 could be up double-digits vs. 2019 levels. Noted was that hotels cannot afford to extend 2019
rates for another year giving rising labor costs and leisure travelers have been more likely to visit midweek while paying a full rate; ergo
hotels will take a stronger stand when it comes to rate negotiations. That said, pricing is one thing and demand/rooms sold is another and
this latter point is a major unknown at this time. Corporate rate negotiations typically begin in June/July and finish in December.

Individual business travel: Examining the most recent forward-looking bookings and pricing:

The improving forward trends for business travel have stayed on a strong trajectory of recovery since Jan/Feb’s omicron
pullback (Data source: TripBAM).

Exhibit 1:

.
Source: TripBAM, Truist Securities Research
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While booking volumes today from larger corporate customers, historically the most important customer segment but surpassed
by the leisure traveler over the past 18 months, are still approx. 20% off of comparable 2019 levels, the trend line is encouraging.
Reflecting a faster pace of business travel recovery for select and limited service hotels, a category that tends to receive more demand
from mid and smaller sized business as opposed to large corporate customers that tend to stay at full-service hotels, recent booking
volumes by business travelers for select and limited service hotels are now down approx. 15% from comparable 2019 levels:

Exhibit 2:

.
Source: TripBAM, Truist Securities Research

Regarding pricing on new reservations for individual business travel, it is now up low-single digits from comparable 2019 levels
for both higher-end properties and less expensive ones, also an encouraging trend line. That said, due to 11% inflation since 2019,
“real” ADR for business travel is still down approx. 10% since 2019.

Exhibit 3:

.
Source: TripBAM, Truist Securities Research
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Exhibit 4:

.
Source: TripBAM, Truist Securities Research

Group observations:

In our analysis of corporate group/meeting trends we look at data from Cvent (Cvent sources approx. 30% of the corporate meetings in
the US), amongst other sources. Similar to individual business travel bookings, we observe an encouraging pace of recovery for Groups.
As observed in the following chart, we see a stronger pace of recovery for closer-in arrival dates due to the short-term nature of bookings
at the moment. Assuming this trend continues, we would expect continued improvement for 2023 and 2024 as arrival dates get closer.

Exhibit 5: Cumulative booking pace vs. comparable 2019

.
Source: Cvent, Truist Securities
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Looking specifically at the booking pace by quarter for 2022:

Exhibit 6: Cumulative booking pace vs. comparable 2019 by quarter

.
Source: Cvent, Truist Securities

Leisure travel observations:

Leisure booking volumes briefly pulled back in early January but have been on a steady trajectory of improvement since then.
From observing forward Airbnb bookings (source: Airdna), due to harder comparisons against last spring and summer’s leisure surge,
leisure RevPAR for 2022 will likely be below 2021’s levels but still well above 2019’s levels.

Exhibit 7: Airbnb occupancy forward pacing and forecast. Note that this forecast is a “hybrid forecast” where the forecast for 1H22 is
mostly based on actual bookings whereas 2H22 is more based on an economic forecast.

.
Source: Airdna, Truist Securities
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Specifically looking at this summer, we observe that booking pace is well ahead of comparable 2021 and 2019 levels. However, we are
the view that as the arrival dates get closer this booking pace will decelerate due to limited last-minute available inventory:

Exhibit 8:

.
Source: Airdna, Truist Securities

Looking at y/y ADR growth, we observe the summer tracking up 6-13% depending on location:

Exhibit 9:

.
Source: Airdna, Truist Securities
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As noted previously, given the strength in warm weather markets, we are starting to see significant home rental supply (aka shadow
supply) coming back into many warm weather markets, such as Florida and others, and subsequently, we expect some of the demand
strength will be diluted by this new supply:

Exhibit 10:

.
Source: Airdna, Truist Securities

Lastly, to further gauge the strength/weakness of higher-end US leisure travel we also look at future occupancy, rate, and RevPAR pace
for hotels at US ski resorts (source DestiMetrics). From this data, we see that, while occupancy vs. summer 2019 is flat, room rates are
up significantly. Versus summer 2021, occupancy is also flat and room rates are up mid-to-high single digits:

Exhibit 11: US ski resorts

.
Source: DestiMetrics, Truist Securities

Exhibit 12: US ski resorts

.
Source: DestiMetrics, Truist Securities
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Exhibit 13: US Ski resorts

.
Source: DestiMetrics, Truist Securities

Exhibit 14:

.
Source: Company reports, Truist Securities
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Companies Mentioned in This Note
Airbnb, Inc. (ABNB, $120.87, Hold, Naved Khan)
Bluegreen Vacations Holding Corporation (BVH, $27.86, Buy, C. Patrick Scholes)
Hyatt Hotels Corporation (H, $88.39, Buy, C. Patrick Scholes)
Hilton Grand Vacations Inc. (HGV, $45.75, Buy, C. Patrick Scholes)
Hilton Worldwide Holdings Inc. (HLT, $140.86, Hold, C. Patrick Scholes)
Marriott International, Inc. (MAR, $171.58, Hold, C. Patrick Scholes)
Park Hotels & Resorts Inc. (PK, $18.36, Buy, C. Patrick Scholes)
RLJ Lodging Trust (RLJ, $13.43, Buy, Gregory Miller)
Travel + Leisure Co. (TNL, $51.11, Buy, C. Patrick Scholes)
Marriott Vacations Worldwide Corporation (VAC, $147.72, Buy, C. Patrick Scholes)
Wyndham Hotels & Resorts, Inc. (WH, $80.13, Buy, C. Patrick Scholes)

Analyst Certification
I, C. Patrick Scholes , hereby certify that the views expressed in this research report accurately reflect my personal views about the
subject company(ies) and its (their) securities. I also certify that I 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. I also certify that I 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 addition, associated 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 our research via third party vendors including:
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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
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Truist Securities Rating System for Equity Securities

Truist Securities, Inc. ("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)

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
applicable regulations and/or Truist Securities Management discretion. The previously published rating and target price should not be
relied upon.
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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

I = Initiate Coverage

T = Transfer Coverage

Truist Securities ratings distribution (as of 06/01/2022):
Coverage Universe Investment Banking Clients Past 12 Months

Rating Count Percent Rating Count Percent

Buy 532 70.56% Buy 80 15.04%
Hold 221 29.31% Hold 43 19.46%
Sell 1 0.13% Sell 0 0.00%

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 account of: (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 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
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