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New York is the most liquid hotel investment market 
in the world. 2015 marked the city’s highest volume 
of transactions and highest-priced transaction on a 
per-room basis. Hotel performance will be under 
pressure in 2016 and 2017 given the city’s elevated 
supply pipeline, economic volatility in major source 
markets and the impact of home-sharing sites, but 
New York will remain hotel investors’ top global 
target. While 2015 hotel transaction volume set a 
new high-water mark, JLL expects to a see a more 
normalized level of transaction activity in 2016.
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As one of the most attractive economic and cultural centers in the United States, New York has continued to display impressive gains across key 
economic indicators. In 2015, the city outpaced both the national and New York Metropolitan Division averages for employment growth, resulting in the 
lowest unemployment rate since the recession. While industries such as finance, real estate and health care continue to dominate the city’s economy, 
creative and tech industries have been consistently increasing their prevalence. Over the next five years employment growth in the New York 
Metropolitan Division is expected to outpace the national average.

Large-scale developments changing urban fabric

New York is undergoing a number of major development projects that are 
changing its profile and solidifying the city’s position as one of the leading 
global cities. The transformation of downtown anchored by the new World 
Trade Center, the revitalization of Brooklyn, and the development of 
Hudson Yards are a few projects changing New York’s skyline. 

Notably, Hudson Yards, considered the largest private real estate 
development in the United States, will result in the emergence of an 
entirely new neighborhood with approximately 9.9 million square feet of 
commercial space, 5.9 million square feet of residential space and 1.2 
million square feet of retail space with more than 100 shops, restaurants, 
hotels and public spaces, redefining Manhattan’s west side. 

Record number of visitor arrivals slated for 2016

In 2015, New York saw a record 58.3 million visitors, marking a sixth 
consecutive year in visitation growth. Supported by a recent softening of 
visa restrictions, Chinese visitation recorded the largest year-over-year 
increase of 14 percent to approximately 852,000 unique visitors in 2015, 
a figure that is projected to grow to 920,000 visitors in 2016. 

Despite global economy volatility and the city’s high exposure to foreign 
markets, NYC & Company, New York’s tourism-marketing agency, has 
forecast 59.7 million visitors in 2016, which would be a move toward the 
city’s goal of attracting 67.0 million visitors by 2021. 

2009 2010 2011 2012 2013 2014 New York-Jersey City-
White Plains Indicators 2015 2016 2017 2018 2019 2020

873 904 918 951 964 991 Gross metro product (C$B) 1,012 1,033 1,051 1,071 1,087 1,102
1.7 3.5 1.5 3.7 1.3 2.8 % change 2.2 2.0 1.8 1.9 1.5 1.4

6,037 6,045 6,144 6,252 6,375 6,526 Total employment (ths) 6,647 6,749 6,844 6,926 6,974 6,994
-3.2 0.1 1.6 1.8 2.0 2.4 % change 1.8 1.5 1.4 1.2 0.7 0.3
9.1 9.2 8.8 8.9 8.1 6.7 Unemployment rate (%) 5.9 5.6 5.4 5.3 5.4 5.6

-3.1 4.3 5.7 4.0 1.3 5.2 Personal income growth (%) 5.2 5.3 5.5 5.2 3.8 3.3
13,791 13,893 14,027 14,136 14,246 14,327 Population (ths) 14,407 14,482 14,552 14,622 14,693 14,762

0.8 0.7 1.0 0.8 0.8 0.6 % change 0.6 0.5 0.5 0.5 0.5 0.5
237 229 222 217 220 228 FHFA house price (1995Q1=100) 235 239 246 253 261 273

Source: Moody's 

Source: NYC & Company
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Following record-breaking transactions in 2015, investors have a more cautious outlook for New York in 2016. Headwinds include impending new 
rooms, economic weakness in key tourism source markets and activity from home-sharing sites. Notwithstanding this, declines in RevPAR have 
slowed for four consecutive months to date in 2016, and new room deliveries will start to trail off in 2017. Now is an opportune time to assess hotel 
investments in New York as the new supply will likely get absorbed by mid-2018, setting the stage for a rebound in growth. With a record number of 
over 30 hotels listed for sale, coupled with REITs being less acquisitive at the moment, competition among buyers in the market is reduced. This 
presents investment opportunities for groups that can weather temporary RevPAR softness to capture outsized gains in the years ahead.
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2015: A year of records; 2016 will be more normalized

The Manhattan hotel investment market achieved a record breaking year 
in 2015 with hotel transaction volume exceeding $6.6 billion, 
representing 160 percent growth over 2014 hotel transaction activity. 
This more than doubled the previous record of $3.1 billion achieved in 
2011 and surpassed the combined investment activity of the next five 
largest U.S. hotel transaction markets.

Globally, Manhattan was also the most active hotel investment market in 
the world, outpacing London, the second most liquid market, by 40 
percent. Drivers of New York 2015 hotel transaction volume include the 
sale of the Waldorf Astoria New York for $1.95 billion, the disposition of 
The New York Palace for $805 million, the sale of the DoubleTree Times 
Square for $540 million and the purchase of The Manhattan at Times 
Square Hotel for $513 million. 

In addition to record transaction volume, 2015 also saw the highest price 
per room for a hotel asset in New York. The 114-room Baccarat Hotel 
sold in early 2015 for $230 million or over $2.0 million per room, making 
it the most expensive transaction on a per-key basis in New York’s 
history. Furthermore, the overall profile of 2015 transactions was 
generally more upscale than was the case in 2014. The average price to 
acquire a hotel room was $683,400 in 2015, representing a 28 percent 

premium over the 2014 average price per room. Furthermore, the 2015 
average price per key figure exceeded the previous cycle’s peak annual 
price per key of $553,000 achieved in 2006. It should be noted that the 
2013 price per key amount was driven by the sale of The Plaza Hotel 
which included a highly valued retail component. 

Offshore capital accounted for over 70 percent of 2015 transaction 
volume, up from 40 percent in 2014. Notably, the most prominent 
transactions involved groups from Asia including Chinese investors’ 
purchase of the Waldorf Astoria and the Baccarat, and South Korean 
investors’ acquisition of The New York Palace. 

Within the broader Manhattan commercial real estate sector, 2015 was 
by far the most active year on record with 589 recorded sales totaling 
$60.3 billion—a near 50 percent increase in volume year-over-year. 
Foreign investors accounted for 45 percent of Manhattan investment 
activity, marking a record-level as foreign participation in the market 
ranged from 10 percent to 20 percent over the last five years. Capital 
originating from Canada was responsible for over 35 percent of foreign 
investment volume, followed by Chinese capital which accounted for 27 
percent of foreign acquisition volume. Capital from 21 different countries 
made up the remaining 38 percent of 2015 foreign investment into 
Manhattan’s commercial real estate sector.
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RevPAR declined in 2015 but recent turnaround trend is promising

New York accommodates a high share of international room nights and 
was therefore affected by global economic volatility as well as the 
appreciation of the U.S dollar. These factors, combined with 4.0 percent 
growth in hotel inventory resulted in a RevPAR decline of 1.2 percent 
among Manhattan’s upper tier hotels in 2015—the first decline since 2009. 
That said, Manhattan continues to hold its status as the top-performing 
hotel market in the U.S. evidenced by a 17 percent RevPAR premium in 
2015 over the next-highest market. 

New York’s pace of RevPAR growth has been slowing for the past two 
years and dipped into negative territory in mid-2015. Although RevPAR 
continues to face pressure, many investors are interested in the point at 
which RevPAR bottoms out and begins to tick upwards. Analysis of the 
12-month moving average of Manhattan’s RevPAR suggests that the 
rate of decline has abated and has been trending upwards for four 
consecutive months as of May 2016.
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Upside for future RevPAR growth

As nearly all of the other major U.S. lodging markets have exceeded the 
RevPAR peak achieved in the last cycle New York’s lodging sector has yet 
to do so. This sheds light on upside opportunity for hotel values when 
market-wide RevPAR does exceed the prior peak level, which is expected to 
occur over the next several years.

Transactions outlook for 2016: activity to remain strong

Following a record-breaking year in 2015 due to large single-asset 
transactions such as the sale of the Waldorf Astoria New York, 2016 is 
projected to be a strong year for the New York hotel transaction market 
albeit at a more normalized level. 

Currently there are over 30 hotels listed for sale, more than at any other time 
in the past, highlighting a wide array of acquisition opportunities. REITs are 
expected to be major contributors of hotel assets for sale. The largest 2016 
hotel transaction to date is the sale of a seven-property Midscale portfolio 
from Hersha Hospitality Trust to Cindat, the Chinese insurance company. 

Given the number of hotels listed for sale, coupled with REITs being less 
active buyers at the moment, competition among buyers in the market is 
reduced. This presents acquisition opportunities for groups that can weather 
temporary RevPAR softness to capture outsized gains in the years ahead.

The market will continue to attract a significant amount of inbound capital. 
Offshore investors, particularly buyers from Asia and the Middle East, are 
anticipated to be the most active buyers of hotel assets in 2016. Chinese 
buyers are likely to represent the largest group of inbound investors, 
pursuing trophy assets and value-add properties. 

In addition to trophy and value-add transactions, New York is likely to see a 
higher number of asset sales and sites slated for redevelopment, similar to 
the DoubleTree Times Square that was purchased by Maefield
Development in 2015 as part of a planned redevelopment of the property. 
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Shifting supply landscape: the details

The market is in the midst of a wave of hotel supply growth. Over the 
past five years, nearly 12,000 new rooms delivered, and from 2016 to 
2019 the market is expected to see the addition of 10,000 more rooms. 
The year 2016 is slated to represent the peak in openings, with deliveries 
starting to trail off in 2017, 2018 and 2019.

To put the pipeline into perspective, more than two-thirds of the new 
hotels added in 2015 were select service properties. Similarly, over the 
next three years, over 70 percent of the new supply scheduled to open is 
comprised of branded select service hotels. The increasing share of 
select service product has put pressure on average daily rates. 

Geographically, half of the new supply scheduled to open between 2016 
and 2018 will be located in Midtown Manhattan, and one third will be 
located in Downtown New York. However, as a percentage of existing 
supply, Downtown is projected to see the largest increase among the 
main submarkets with 12% annual growth through 2019.

Additionally, the ongoing revitalization of the Downtown submarket has 
led to the area’s emergence as a new luxury destination. Three of the six 
luxury hotel projects that have been announced will be located in the 
World Trade Center and Financial District neighborhoods. The 186-room 
Four Seasons, scheduled to open in 2016, will anchor Lower 
Manhattan’s luxury lodging market. 
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Supply landscape evolves amid global hotel company consolidation

As of year-end 2015, over 40 percent of Manhattan hotels were branded under the Hilton Worldwide, Hyatt Hotels Corporation, InterContinental 
Hotels Group, Marriott International or Starwood Hotels & Resorts parent companies. The two parent companies with the largest presence include 
Hilton Worldwide and Marriott International, which accounted for 13 percent and 12 percent of rooms, respectively.  

The recent mergers of hotel companies are expected to impact the profile of the New York hotel supply. Most notably, the Marriott-Starwood 
merger announced in November 2015 will not only produce the world’s largest hotel company, but it will also will result in Marriott International 
significantly increasing its market share in New York as well as offering a broader selection of high-end properties, including The St. Regis, The 
Chatwal, a Luxury Collection Hotel, Le Parker Méridien and four W Hotel properties. Once the merger is finalized, Marriott International will hold 22 
percent of the city’s inventory, the largest share among the major parent companies.

Source: JLL Research

Source: JLL Research

Submarket CAGR 2010-
2019F

CAGR 2015-
2019F

CAGR 2000-
2019F

Downtown 8% 12% 6%

Midtown 3% 4% 2%

Midtown South 5% 5% 6%

Uptown 1% 1% 0%

Manhattan Total 4% 4% 3%

Evolution of Manhattan hotel room supply by submarket
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Softening debt markets will help cap further supply growth

Following a strong year of financing activity in 2015, debt capital markets 
entered a period of volatility in early 2016. Similar to commercial real 
estate equities, debt market volatility began in public markets with CMBS 
bonds, but spilled over into balance sheet lending, particularly debt fund 
and mezzanine lending. 

Hospitality financing has been particularly impacted by recent market 
movement as some lenders have focused more of their origination 
activity on commercial real estate asset classes that are perceived to be 
less risky. Despite the volatility in CMBS and, to a lesser degree, with 
debt funds and mezzanine lenders, there is still solid liquidity for 
hotel financings.

Notwithstanding New York’s elevated supply pipeline and softening 
RevPAR, outside of construction loans, lenders remain interested in 
financing New York hotels. This is particularly true where the leverage is 
moderate and there are in-place cash flows. Lenders are generally 
underwriting steady cash flows over the next several years and are 
stress testing cash flows to determine how a loan would perform if the 
market softened materially. 

Assets that can handle a moderate decline in cash flows, while 
maintaining a reasonably strong debt yield are being well-received by the 
lending community. More transitional assets continue to be financed, 
however, the pool of lenders is smaller and the loan pricing is wider. In 
those cases, lenders are focusing on their loan basis as a mitigant to 
lower in-place cash flows.  

Construction financing has become increasingly challenging in New York 
and other markets that are facing an elevated supply pipeline. The 
market is seeing a pullback in construction lending and lenders are 
requiring higher levels of recourse such as 25-50 percent repayment
guarantees, coupled with lower loan proceeds that are topping out at 50 
to 60 percent of loan-to-cost. 

JLL | United States | Hotel Intelligence | June 2016
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High activity from home-sharing sites

In addition to new hotel openings, the New York lodging market is being 
shaped by the increasing number of shared accommodations listed on 
websites such as Airbnb and HomeAway. New York has been identified 
as the top U.S. market in terms of the available Airbnb inventory, the 
number of units booked and the revenue generated by these units. 

As of year-end 2015, Manhattan’s Airbnb active inventory accounted for 
approximately 20 percent of hotel rooms. It should be noted that 
available inventory varies dramatically depending on the time of year. 
The number of units available on home-sharing sites such as Airbnb 
tends to flex up during compression nights, curtailing hotels’ ability to 
push average daily rates. During the off-season, however, the number of 
living units made available on home-sharing sites tends to drop. In terms 
of the unit characteristics, while the majority of shared accommodation 
units are in the lower-end category, units can be found in all categories, 
thereby creating more competition for all hotel classes, including luxury. 

Source: JLL Research, Airdna, STR
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Emergence of outer boroughs

The outer boroughs of New York are undergoing dramatic transformation 
into emerging tourist destinations. The increasing number of unique 
culinary and entertainment options has attracted more visitors to stay in 
or at least experience one of the four outer boroughs. 

According to NYC & Company, the number of visitors to Queens and 
Brooklyn increased by 12 percent and 8 percent, respectively, compared 
to a 4 percent increase for Manhattan in 2013, the latest year for which 
data are available. Visitors are increasingly drawn to these areas due to 
their authenticity, emerging dining and retail scenes, exciting 
entertainment options and relative affordability.

The growing appeal of New York’s outer boroughs has led to a dramatic 
growth in local hotel markets, particularly in Brooklyn and Queens. As of 
May 2016, over 7,500 rooms were in various stages of development in 
these two boroughs, representing 45 percent of existing inventory. While 
the majority of existing supply is in the midscale and economy 
categories, there are a number of upscale and upper upscale projects in 
construction, particularly in the Williamsburg, Dumbo and downtown 
areas of Brooklyn and in the Long Island City neighborhood of Queens. 

Notable 2016 projects include 1 Hotel in Brooklyn Bridge Park, The 
William Vale and Williamsburg Hotel in Brooklyn’s Williamsburg. In 
addition to featuring upscale accommodations, these hotels will offer 
unique food and beverage outlets, including restaurants by well-known 
chefs.

In terms of key performance metrics, comparing institutional full service 
hotels located in the outer boroughs with those in Manhattan reveals that 
both groups achieved similar occupancy levels in the mid- to high-80 
percent range over the past five years, suggesting similar demand levels. 
Over the same time period, the outer borough properties have operated 
with rate discount of approximately 25 percent. 

The rate discount, however, has declined from 2010 to 2015. The 2015 
average daily rate among outer borough hotels of $246 compares to 
Manhattan four-star institutional properties’ average daily rate of $307, 
indicating a rate discount of 20 percent, the lowest difference since 2010. 
Moreover, from 2010 to 2015 the outer borough full service properties 
have grown rate at a faster pace than have Manhattan institutional 
properties, achieving compound annual growth of 3.9 percent and 2.7 
percent, respectively.    

Proximity to Manhattan and more affordable rates coupled with ongoing 
gentrification of the outer boroughs, position hotels in these areas to be 
increasingly attractive to tourists, which in turn encourages more 
development. 
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New York Hotel transactions (2015-YTD May 2016)

Date Property name Rooms Type Price USD Price / 
Room USD

Pending Virgin New York* 464 Upscale $320,000,000 $690,000

Apr-16 Park Lane Hotel 596 Upscale $459,000,000 $1,878,000

Apr-16 11 Howard 221 Upper Upscale $170,000,000 $769,000

Mar-16 Sheraton Hotel Tribeca New York 369 Upscale $158,000,000 $428,000

Feb-16 Wyndham Garden Hotel Chelsea West 124 Midscale $60,000,000 $484,000

Feb-16 Hotel Elysee 103 Upscale $55,000,000 $534,000

Feb-16 Hersha Portfolio 1,087 Midscale $571,400,000 $526,000

Dec-15 Doubletree Times Square 468 Upscale $540,000,000 $1,154,000

Dec-15 Best Western Plus Seaport 72 Midscale $38,300,000 $532,000

Dec-15 Jade Hotel Greenwich Village 114 Midscale $78,000,000 $684,000

Nov-15 Wingate By Wyndham New York 92 Midscale $37,200,000 $404,000

Nov-15 Martha Washington 265 Upscale $157,750,000 $595,000

Nov-15 The London NYC 561 Upper Upscale $382,000,000 $681,000

Sep-15 The Carlton 317 Upper Upscale $162,064,000 $511,000

Aug-15 New York Palace 909 Upper Upscale $805,000,000 $886,000

Aug-15 element Times Square 411 Midscale $163,500,000 $398,000

Aug-15 Hampton Inn - Times Square W41st Street 300 Midscale $80,900,000 $270,000

Jul-15 JW Marriott Essex House 514 Luxury $84,600,000 $165,000

Jun-15 36 Hudson Hotel 39 Midscale $15,000,000 $385,000

Jun-15 Herald Square Hotel 114 Midscale $40,930,000 $359,000

May-15 Baccarat Hotel & Residences New York* 114 Luxury $230,000,000 $2,018,000

May-15 Marriott East Side 655 Upper Upscale $270,000,000 $412,000

May-15 Courtyard New York Manhattan/Herald Square 167 Midscale $132,000,000 $790,000

Apr-15 The New York EDITION 273 Upper Upscale $343,000,000 $1,256,000

Apr-15 Ascend Collection The Gem Soho 45 Midscale $17,250,000 $383,000

Mar-15 Mondrian SoHo 263 Upper Upscale $200,000,000 $760,000

Mar-15 Orchard Street Hotel 50 Midscale $23,750,000 $475,000

Feb-15 Hotel Manhattan at Times Square 659 Midscale $513,024,080 $778,000

Feb-15 Hilton Garden Inn Central Park South 401 Upscale $119,760,000 $299,000

Feb-15 Waldorf Astoria New York 1,416 Upper Upscale $1,950,000,000 $1,377,000

Feb-15 Crowne Plaza Times Square 795 Upscale $39,000,000 $49,000

Jan-15 Hotel Carter 615 Midscale $191,850,000 $312,000

Total / average 12,593 $8,408,278,080 $668,000
Source: JLL Research

*Forward sale closing upon opening of the hotel
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Proximity to Manhattan and more affordable rates 
coupled with ongoing gentrification of the outer 
boroughs, make local hotels increasingly attractive 
to tourists, which in turn encourages more 
developments in the area.
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About JLL’s Hotels & Hospitality Group 

JLL’s Hotels & Hospitality Group has completed more transactions than any other hotels and hospitality real estate advisor over the last five years 
totaling more than $69.8 billion worldwide.

Between negotiating the world’s biggest property deals, the group’s 370-strong global team also closed more than 4,400 advisory, valuation and asset 
management assignments. Investors worldwide turn to JLL to shape their strategies and maximize the value of their assets. We are recognized as the 
global leader in real estate services across the lifecycle of hospitality properties of all shapes and sizes. Our expert advice is backed by industry-
leading research. 

To find out more, talk to JLL.

About JLL Research

JLL’s research team delivers intelligence, analysis and insight through market-leading reports and services that illuminate today’s commercial real 
estate dynamics and identify tomorrow’s challenges and opportunities. Our more than 400 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, 
fueled by real-time information and innovative thinking around the world, creates a competitive advantage for our clients and drives successful 
strategies and optimal real estate decisions.

© 2016 Jones Lang LaSalle IP, Inc. 
All rights reserved. All information contained herein is from sources deemed reliable; however, no representation or warranty is made to the 
accuracy thereof.
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