


Marriott Gains Top Room
Capacity in 2004

For the first time, Marriott topped all
lodging companies with its
combined room count of 29,100 in
Texas, with year after year of strong
expansion. Cendant was second
with 29,000, but has been dropping
room counts since 2002.
InterContinental was third with
28,700, holding even over the past
few years, and Hilton growing only
slightly less than Marriott. Choice
also has grown steadily. See Exhibit
| for the full ten years.

Share of Room Supply Fairly Even
A look at the percentage share of
room supply for the First quarter
2005 shows four companies with
very similar room count shares:
Marriott, Cendant, InterContinental
and Hilton, all near 9% of market.
This is more than four times higher
than Starwood and Hyatt. We
consequently predict that the value
of the latter two chains would be
greater as part of one of the bigger
companies than continuing to go it
alone. What Marriott has done to
become the biggest is to participate
in every segment from the middle up
(rather than focus on one kind of
hotel).
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Change in Share of Room Capacity
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Marriott Share Rises from Third Place in 1995 to First

In 1995, Marriott’s revenue market share was 9.3% compared to Hilton/Promus at 10.2% and
InterContinental at 10.1%. Today, Marriott is 15.4%, Hilton 13.3% and InterContinental 9.7%. The
top three are all more than twice as large as the next seven companies. See Exhibit 111 for market

shares.
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REVPAR Strongest for
Marriott Considering New
Supply at Lower Price Points
Marriott has added lower priced
product than the typical Marriott
hotel over the past ten years,
especially Fairfield, Springhill,
Townplace, Courtyard and
Residence. Considering that, the
fact that Marriott’s REVPAR has
been stable at just under $70 is a
strong performance. The same is
true for Hilton, with Hampton
being the largest expansion.

Starwood, with Westin, Sheraton,
and Four Points, has the highest
REVPAR of the top ten, but only
by 9% over the average of all
Marriott product. Hyatt, including
Hawthorn and Microtel, was
fourth. Exhibit V shows the ten
year detail.
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How Did Marriott Grow?

Marriott obviously saw that the growth in the hotel
business was going to be limited service in the
middle of the market, up to slightly below the
Upscales (e.g. the classic full-service hotel:

Marriott, Hilton, Hyatt and Sheraton). Marriott built
Fairfields in the middle, then Springhill and
Townplace slightly above the middle, and then
Courtyards and Residence Inns. The market share of
Marriott Hotels actually shrunk by 10%.

Hilton Grew the Same Way: It Built Hampton and
more Hamptons, plus Hilton Garden, and
Homewoods.

The full-service hotels shrank in total (Doubletree, Hilton

& Embassy combined). Only the 2,000 city-owned
Hilton Convention headquarter hotels in Austin and

Houston resulted in an expanded market share for Hilton

Hotel. Look for the Hilton version of Marriott’s
Springhill and Townplace to be added to this line-up.

Marriott Hotel
Renaissance
Residence
Courtyard
Springhill
Townplace
Fairfield Inn
Total

Doubletree
Hilton Hotel

Marriott: % Market Revenues

12 months ending March 31:

1995
6.2
1.2
1.2
1.9
0.0
0.0
0.1

10.6

2005
5.6
1.4
2.3
3.1
0.4
0.4
13

14.5

Change
-0.6

0.2
11
1.2
0.4
0.4
1.2
3.9

Hilton % Market Revenues
12 months ending March 31:

Embassy Suites
Homewood Suites

Total

Brand, Segment, and Market Tables for 1995 and 2005 Follow
The detailed comparison of the 1995 market in Texas ($2.9 billion room revenues) to the 2005 market

(%4.8 billion), by brand and segment follows on the next pages. It shows the entire picture for all
Limited Service brands and above, but for space reasons, not the individual data for Low Price

Hilton Garden
Hampton Inn

1995 2005 Change
2.0 0.9 -1.1
3.7 4.0 0.3
2.5 2.1 -0.4
0.2 1.3 1.1
0.0 0.7 0.7
12 3.2 2.0
9.6 12.2 2.6

Extended Stay brands nor the Budget chains. All of this data is published every quarter in The Hotel

Brand Report available at www.sourcestrategies.org.

About the Author BRUCE H. WALKER. Founder and President of Source Strategies, Inc., a consultancy
since 1987. Practice includes 75 Texas hotel feasibility studies annually. Clients include the Texas
Department of Economic Development, developers and lenders. Publisher and writer of The Hotel Brand
Report and the Texas Hotel Performance Factbook. Database of 3,500+ Texas hotel/motels created and

maintained continuously from 1980. Based on Texas tax records, the SSI database of hotel performance

names and individual hotels and allows analysis of almost any major question in the industry. A Harvard
MBA, Walker learned marketing as a brand manager for Procter & Gamble. He was then Assistant to the

President at Howard Johnson before becoming Senior VP of Marketing and Strategy at Holiday Inns,

Memphis, in 1976. He founded the first frequent traveler program, “The Inner Circle,” and launched the Hi-
Net satellite network, offering HBO, CNN and ESPN. Created prototypes and strategic plans for new brands

Hampton Inn and Embassy Suites.




=Change from prior year (absolute value unless marked %)

Ten Year Market Comparison (Years ending March 31:)

Some minor brands not shown.

Brands/ #Hotels # Rooms-M Room Revs (000's) % % Revenues
Segments 2005 1995 2005 N 1995 2005 N 1995 2005 N
Four Seasons 3 1.0 11 0.1 $40,212 $56,281 40% 14 12 -02
Westin Hotel 8 1.3 35 2.2 40,288 120,617 199% 14 25 11
Luxury Segment 11 2.3 4.6 2.3 80,500 176,898 120% 2.8 3.7 0.9
Doubletree 6 2.6 2.0 -0.6 57,991 42,132 -27% 2.0 09 -11
Gaylord 1 0.0 15 15 0 55,374 + 0.0 12 12
Hilton 21 5.1 7.6 25 105,440 188,665 79% 3.7 40 03
Hyatt 7 4.8 4.8 0.0 121,695 132,070 9% 4.2 28 -14
Marriott 22 6.7 8.8 2.1 178,154 265,522 49% 6.2 56 -0.6
Omni 10 15 3.7 2.2 38,232 88,347 131% 1.3 19 06
Renaissance 6 14 2.4 1.0 33,990 67,209 98% 1.2 14 02
Wyndham 11 1.6 4.0 2.4 34,468 99,458 189% 1.2 21 09
Upscale Segment 90| 259 389 130 621,414 1,016,452 64% | 21.7 213 -04
Embassy 17 2.7 3.8 11 70,338 101,403 44% 25 21 -04
Homewood 25 0.3 25 2.2 6,272 60,534 865% 0.2 13 11
Residence Inn 40 14 45 3.1 33,283 111,428 235% 1.2 23 11
Staybridge 7 0.0 0.8 0.8 0 17,856 + 0.0 04 04
Suites Segment 133 99 183 8.4 216,379 413,437 91% 7.5 87 12
Four Points 6 0.0 1.0 1.0 0 11,226 + 0.0 0.2 0.2
Courtyard 51 24 6.8 4.4 53,281 148,317 178% 1.9 31 12
Crown Plaza 6 0.0 1.9 1.9 0 32,450 + 0.0 0.7 0.7
Hilton Garden 12 0.0 1.7 1.7 0 35,518 + 0.0 0.7 0.7
Holiday Inn 67 | 19.8 145 -5.3 271,088 211,174 -22% 9.4 44 -50
Radisson 13 25 3.3 0.8 39,950 64,843 62% 14 14 00
Sheraton 6 4.9 2.0 -2.9 86,245 41,058 -52% 3.0 09 -21
Mid/Upscales 175 | 321 341 2.0 496,001 579,963 17% | 17.3 121 -52
AmeriSuites 23 0.6 2.8 2.2 8,414 45,728 443% 0.3 10 07
Bradford Suites 7 0.0 1.0 1.0 0 16,579 + 0.0 0.3 0.3
Candlewood 16 0.0 1.9 1.9 0 23,490 + 0.0 0.5 0.5
Comfort Suites 60 0.0 3.9 3.9 0 61,565 + 0.0 1.3 1.3
Hawthorn Ltd. 17 0.0 15 15 0 26,898 + 0.0 06 0.6
SpringHill 9 0.0 11 11 0 18,250 + 0.0 04 04
Townplace 12 0.0 1.2 1.2 0 19,152 + 0.0 0.4 0.4
Mini-Suites 147 06 136 130 8,414 215,573  2462% 0.3 45 42
Best Western 205 | 111 138 2.7 106,900 165,347 55% 3.7 35 -0.2
Comfort Inn 86 3.6 5.7 2.1 37,286 69,055 85% 1.3 14 01
Country Inns & Ste 18 0.0 1.4 1.4 0 18,272 + 0.0 0.4 0.4
Drury Inn 17 11 24 1.3 15,773 44,072 179% 0.5 09 04
Fairfield Inn 45 0.3 3.9 3.6 3,297 61,098 1753% 0.1 13 12
Hampton Inn 82 24 8.1 5.7 35,085 151,890 333% 1.2 32 20
Holiday Express 115 16 8.3 6.7 19,640 139,488 610% 0.7 29 22
La Quinta Inn 114 | 107 139 3.2 146,537 191,212 30% 5.1 40 -1.1
L.S./Midscales 701 | 311 595 284 367,576 865,793 136% | 12.8 181 53
Low Price Ext Stay 143 13 200 187 9,962 157,862  1485% 0.3 33 30
Budget Segment 746 | 446 583 137 374,436 476,251 27% | 13.0 100 -3.0
Total Chains 2,146 | 1478 2473 995 2,174,682 3,902,229 79% | 75.8 817 59
Tot. Independ. 1,740 | 79.4 83.6 4.2 695,584 872,488 25% | 24.2 183 -5.9
Total Market 3,886 | 227.2 3309 1037 2,870,266 4,774,717 66% | 100.0 100.0



=Change from prior year (absolute value unless marked %)

Ten Year Market Comparison (Years ending March 31:)

Some minor brands not shown.

Brands/ Occupancy Est. ADR % REVPAR REVPAR Index

Segments 1995 2005 2 1995 2005 2 1995 2005 2 1995 2005 7

Four Seasons 674  63.8 -3.6 155.91 229.68 47% 105.08  146.54 4145 | 304 370 66
Westin Hotel 741 630 -111 112.65 147.69 31% 83.47 93.04 9.57 | 241 235 -6
Luxury Segment 712 632 -8.0 130.77 166.61 27% 03.11  105.30 1219 | 269 266 -3
Doubletree 713 559 -154 85.59 101.91 19% 61.03 56.97 -406 | 176 144 -32
Gaylord 00 727 + 0.00 138.05 + 0.00  100.36 + 0 254 +

Hilton 729 617  -11.2 78.11 109.70 40% 56.94 67.68 1074 | 164 171 7
Hyatt 684 564  -12.0 100.51 133.46 33% 68.75 75.27 6.52 | 199 190 -9
Marriott 740 654 -8.6 98.47 126.73 29% 72.87 82.88 10.01 | 210 210 0
Omni 700 587 -113 99.18 111.21 12% 69.43 65.28 -415 | 201 165 -36
Renaissance 68,5 617 -6.8 96.55 125.01 29% 66.14 77.13 1099 | 191 195 4
Wyndham 706 572  -134 84.34 118.22 40% 59.54 67.62 808 | 172 171 -1
Upscale Segment 712 604 -10.8 92.08 118.48 29% 65.56 71.56 6.00 | 189 181 -8
Embassy 736 635 -10.1 95.29 115.61 21% 70.13 73.41 328 | 203 186 -17
Homewood 777 672  -105 83.81 100.07 19% 65.12 67.25 213 | 188 170 -18
Residence Inn 765 693 -7.2 83.41 98.17 18% 63.81 68.03 422 | 184 172 -12
Staybridge 00 757 75.7 0.00 82.90 + 0.00 62.76 + 0 159 +

Suites Segment 715 638 1.7 82.61 97.62 18% 59.07 62.28 322 | 171 157 -14
Four Points 00 514 + 0.00 60.70 + 0.00 31.20 + 0 79 +

Courtyard 765 673 -9.2 78.05 88.45 13% 59.71 59.53 -0.18 | 172 150 -22
Crown Plaza 00 56.9 + 0.00 83.15 + 0.00 47.31 + 0 120 +

Hilton Garden 00 636 + 0.00 89.22 + 0.00 56.74 + 0 143 +

Holiday Inn 619 556 -6.3 60.57 71.49 18% 37.49 39.75 226 | 108 100 -8
Radisson 63.5 60.9 -2.6 67.77 89.25 32% 43.03 54.35 1132 | 124 137 13
Sheraton 659 582 1.7 73.39 95.23 30% 48.36 55.42 7.06 | 140 140 0
Mid/Upscales 65.0 585 -6.5 65.01 79.52 22% 42.26 46.52 426 | 122 118 -4
AmeriSuites 753 599 -154 49.25 73.66 50% 37.09 44.12 7.04 | 107 112 5
Bradford Suites 00 665 + 0.00 70.49 + 0.00 46.88 + 0 119 +

Candlewood 00 632 + 0.00 54.23 + 0.00 34.27 + 0 87 +

Comfort Suites 00 639 + 0.00 67.80 + 0.00 43.32 + 0 110 +

Hawthorn Ltd. 00 651 + 0.00 75.14 + 0.00 48.92 + 0 124 +

SpringHill 00 637 + 0.00 72.74 + 0.00 46.34 + 0 117 +

Townplace 00 634 + 0.00 66.99 + 0.00 42.47 + 0 107 +

Mini-Suites 753 633 -12.0 49.25 68.48 39% 37.09 43.35 6.26 | 107 110 3
Best Western 577 572 -0.5 45.69 57.56 26% 26.36 32.92 6.56 76 83 7
Comfort Inn 635 56.9 -6.6 44.19 58.80 33% 28.06 33.46 5.40 81 85 4
Country Inn & Ste 00 579 + 0.00 63.60 + 0.00 36.82 + 0 93 +

Drury Inn 739  68.0 -5.9 55.56 73.13 32% 41.06 49.73 8.67 | 119 126 7
Fairfield Inn 62.0 63.3 1.3 51.79 67.10 30% 3211 42.47 10.36 93 107 14
Hampton Inn 732 692 -4.0 54.07 74.31 37% 39.58 51.42 1184 | 114 130 16
Holiday Express 64.8  64.7 -0.1 52.49 70.78 35% 34.01 45.79 11.78 98 116 18
La Quinta Inn 743 611  -13.2 50.41 61.90 23% 37.45 37.82 0.37 | 108 96 -12
L.S./Midscales 59.7 615 1.8 63.51 64.89 2% 37.92 39.91 1.99 | 110 101 -9
Low Price Ext Stay 788 656  -13.2 27.47 33.10 20% 21.65 21.71 0.07 63 55 -8
Budget Segment 589 516 -7.3 38.97 43.30 11% 22.95 22.34 -0.61 66 56 -10
Total Chains 65.2  59.2 -6.0 61.64 73.04 18% 40.19 43.24 3.05 | 116 109 -7
Tot. Independ. 50.7 46.8 -3.9 47.56 61.05 28% 24.11 28.57 4.46 70 72 2
Total Market 60.2  56.1 -4.1 $57.51  $70.51 23% $34.62  $39.56 494 | 100 100 0







Exhibit 11

in $ millions
Marriott
Hilton(+Promus)
Six Continents
Cendant
Choice
Hyatt(+US Franch)
LaQuinta(+Baymont)
Starwood
Best Western
Accor(+Red Roof)
LP Ext Stay
Other Chains
Independents
Total

94
260
286
281
181
106
134
144
122
105

90

8

392
687
2,797

95
325
314
302
205
106
148
158
125
113

96

18
402
703

3,015

Texas Room Revenues
96 97 98

379 451 506
351 399 442
325 349 395
221 244 260
112 142 168
164 179 196
165 187 203
123 118 140
121 126 133
96 108 119
27 39 75
465 535 575
710 7083 733
3,259 3,581 3,945

99
535
455
419
268
176
203
201
149
131
125
124
630
760

4,176

00
603
508
466
284
195
230
199
186
128
131
143
699
816

4,587

01
597
530
457
286
196
209
191
178
136
133
160
643
798

4,515

02
614
530
448
267
193
198
182
168
147
127
152
616
808

4,450

03
619
497
438
247
192
179
185
160
153
119
154
611
808

4,361

04
690
588
458
241
212
180
201
172
162
118
156
669
862

4,710

1st
qtr
05
188
162
118
60
56
48
51
44
40
29
41
175
205
1,216

Growth
Rate
11.5%
8.3%
5.6%
3.3%
8.0%
3.3%
3.8%
3.9%
5.0%
3.0%
39.9%
6.1%
2.6%

6.0%



Exhibit I

Independents
Marriott
Hilton(+Promus)
Six Continents
Cendant

Choice
LaQuinta(+Baymont)
Hyatt(+US Franch)
Starwood

Best Western
Accor(+Red Roof)
Total

94
9.3
10.2
10.1
6.5
3.8
4.8
5.2
4.3
3.7
3.2
0.3
14.0

95
10.8
104
10.0

6.8

35
4.9

53

41

3.7

3.2

0.6
13.3

96
11.6
10.8
10.0

6.8

34

5.0

51

3.8

3.7

3.0

0.8
143

Share of Room Revenues-

%

97
12.6
111

9.7

6.8

4.0

5.0

5.2

3.3

35

3.0

11
14.9

98
12.8
11.2
10.0

6.6

4.3

5.0

5.2

35

34

3.0

19
14.6

99
12.8
10.9
10.0

6.4

4.2
4.9

4.8

3.6

3.1

3.0

3.0
151

00
131
111
10.2

6.2

4.2

5.0

4.3

41

2.8

2.9

3.1
15.2

01
13.2
11.7
10.1

6.3

44
4.6

4.2

3.9

3.0

2.9

3.6
143

02
13.8
11.9
10.1

6.0

4.3
45

4.1

3.8

3.3

2.9

34
13.8

03
142
114
10.0

5.7

44
4.1

4.3

3.7

35

2.7

35
140

04
14.7
125

9.7

51

45
3.8

4.3

3.6

34

2.5

3.3
142

1st
Qtr
05
15.4
134
9.7
4.9
4.6
3.9
4.2
3.6
3.3
24
34
14.4

Oyr

Compound
Growth
Rate
2.6%
11.5%
8.3%
5.5%
3.3%
8.0%
3.8%
3.3%
3.9%
5.0%
3.0%

6.0%



Texas Occupancy % 1t Compound

Qtr Growth

Year: 94 95 96 97 98 99 00 01 02 03 04 05 Rate

Marriott 733 729 727 753 746 720 730 668 652 631 651 695 -0.5%
Hilton 722 716 700 697 687 659 684 656 644 622 643 69.0 -0.5%
InterContinental 623 629 63.1 628 645 641 652 623 597 577 592 614 -0.1%
Cendant 549 552 526 518 524 498 513 498 489 472 485 487 -1.2%
Choice 595 590 564 548 567 554 568 555 533 528 533 531 -1.1%
Accor 70.1 686 666 652 717 696 693 691 656 633 630 629 -1.1%
Starwood 676 663 676 649 660 632 656 591 565 558 59.0 629 -0.7%
Hyatt 69.1 695 715 707 698 649 660 593 582 563 575 623 -1.0%
La Quinta 736 718 693 688 693 645 620 618 583 585 61.1 603 -2.0%
Best Western 576 586 569 569 569 566 576 572 568 569 572 56.3 -0.2%
L.P.Ext Stay 773 788 797 741 703 660 692 678 635 634 651 657 -1.6%
Other Chains 669 663 672 659 655 627 623 574 542 535 56.1 582 -1.4%
Independents 503 505 496 496 491 479 489 482 46.6 457 466 459 -0.9%

Total 599 601 595 596 602 584 596 574 554 542 558 570 -0.5%



Exhibit vV

Starwood

Marriott
Hilton(+Promus)
Hyatt(+US Franch)
Six Continents
LaQuinta(+Baymont)
Best Western
Choice
Accor(+Red Roof)
Cendant

LP Ext Stay

Other Chains
Independents

Total

Texas $ REVPAR

1st

qutr

94 95 96 97 98 99 00 01 02 03 04 05
5501 57.80 6254 6240 6528 6602 7588 6898 6722 6470 7072  76.43
65.29 6823  69.10 7272 7455 7300 7634 6939 6702 6270 6503  69.82
56.48 6005 6064 6177 6336 6168 6562 6299 61.89 57.86 6160 67.43
65.18 7071 7627 79.62 8179 7629 7671 6704 6352 6018 60.81  66.95
36.86  39.05 4078 4211 4500 4517 4793 4586 4354 4177 4344 4510
36.36 3805 3814 3937 4114 3924 3881 3855 3587 3522 37.08 3599
2613 2753 2730 2750 2866 2921 3048 3148 3187 3194 3272  31.97
2489 2655 2649  26.86 2964 3040 3223 3160 3034 29.86 3047 2991
2238 2304 2282 2348 2447 2453 2529 2590 2473 2379 2345  22.86
2298 2378 2300 2294 2399 2308 2428 2371 2317 2206 22.82 2256
20.88 2326 2380 2572 2547 2317 2413 2398 2183 2131 2153  21.80
4888 5060 5427 5591 5890 5924 5929 5275 4925 4673 4960  53.16
2354 2489 2585 27.23 2785 2817 2971 28.64 2794 2733 2853  26.78
33.83 3590 37.32 3898 4065 40.17 4238 4027 3879 3731 3925  40.16

9yrs
Compound

Growth
Rate
2.8%
0.0%
1.0%
-0.8%
1.8%
0.2%
2.5%
2.3%
0.5%
-0.1%
0.3%
0.2%
2.2%
1.7%



