NEW ZEALAND HOTELS - AN ATTRA'CTIVE TIME TO INVEST‘**
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Foreword

Tourism in New Zealand is in its strongest-ever
growth cycle with continued expansion in
international visitor arrivals. The sector
welcomed 3.8 million visitors for the year ended
June 2018, with official estimates of tourism
growing to 5.1 million visitors by 2024.
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ﬂ As New Zealand’s largest export earner, tourism plays a However, visitor demand still outweighs the current hotel
7 ivotal role in our economy, contributing NZ$14.7 billion or supply in most of our seven key commercial and tourism
ig{l‘"‘\‘/‘\“ p v gNZ$ pply inm  key (
"’Vl ‘4// ‘« o 5.9 percent to New Zealand’s Gross Domestic Product (GDP) centres. This shortage continues to present an investment
m;"»‘%’!‘ //‘“‘ and directly employing 8.4 percent of the New Zealand opportunity and highlights why investment in this asset
‘ %Z‘\\&“\ A"‘k\' N workforce. Tourism spending has surged in recent years and class is an attractive proposition.
‘%@ﬁ%/;( 4"""" ?rﬂy is forecast to continue growing as we focus on attracting ) o )
A% 4“&‘/1" u‘:\‘lg higher-value visitor segments and making New Zealand At the same time, demand for accommodation is outpacing

X g‘_{ﬂ"/‘“’z\‘w delivery in New Zealand. That is why we have a strong focus
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[ ‘\. AN a year-round visitor destination.
\\ 4:'%7 “?ﬂf}?@%ﬁ#}""“ on delivery of the hotel projects that are planned. A good
"'} ‘i‘%&" 4 4{,"‘5 The warmth of our welcome and uniqueness of our culture, example is Auckland, where 72 percent of the pipeline of new

\ k}‘i ’Q( ‘/\“7’ combined with our stunning and diverse landscapes, give us hotels has yet to commence construction, with the majority
V“’\‘/ N= the perfect proposition for high-value global visitors. It is these still in the planning stages.
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" factors that have visitors talking about us long after they’re . . )
V/‘/ e gone, with 94 percent of visitors’ expectations being exceeded New hotel rooms are required to be delivered in a steady

stream to meet the growth of our international visitor
numbers. We must maintain the level of activity within the
New Zealand is a destination which offers a political haven and industry to ensure that the hotel sector does not fall critically
economic stability, together with a high quality of life. The behind again.

New Zealand Government recognises the importance of
tourism and is supporting the sector by contributing to the
development of quality infrastructure to cater for increased
tourist numbers. This commitment is reflected in two new
funds being set up to support the tourism sector and help
regions to expand their capacity.

while travelling through our country.
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The New Zealand Government is committed to attracting
high quality investment. Tourism New Zealand (TNZ),

New Zealand Trade and Enterprise (NZTE), and our public
and private partners welcome your interest in being a part of
our growing tourism economy, and attracting the investment
that this sector needs.

The Tourism Infrastructure Fund provides up to NZ$25

million per year for local communities facing pressure from We look forward to working with investors in developing

tourism growth. Tt offers funding to support the development high-quality hotels that meet the expectations of visitors to

TO urism is a le adin g eXp Ort e arner of tourism-related infrastructure such as carparks, freedom New Zealand.

camping facilities, wastewater works and transport projects.

and driver Of eCOHO miC grOWth The Government has ?lsc.) allocated NZ$3 billion ove'r three'
years to the new Provincial Growth Fund for the regions, with
for New Zealand

focus areas on hospitality and tourism.

This is the second update to our inaugural 2016 Prospectus,
summarising the analysis and forecasts of an independent
report into New Zealand’s hotel sector.

Since the introduction of the programme aimed at accelerating

. . . hotel h
new private sector investment into hotels, we have been Peter Chrisp Stephen England-Hall

. . Chief Executive Chief Executive
and reducing shortages within the sector. New Zealand Trade and Enterprise ~ Tourism New Zealand

successful in building a pipeline of projects around the country




IMAGE — Aoraki / Mount Cook, Southern Alps

WHY INVEST IN NEW ZEALAND’S HOTEL SECTOR?

© DEMAND First-rate demand drivers combined with superb
international connectivity have fuelled a boom in high-value
international visitation.

© INFRASTRUCTURE New Zealand’s world-class transport
infrastructure and regionalidiversity provide clear tourism routes
and a captive market for hotel investment.

©® GROWTH Hotels in New Zealand are experiencing record
qper;jcing performance and strong growth in ADR, RevPAR
and.occupancy rates.

"

@ DEVELOPMENT Additional hotel development is required to
maintain a sustainable balance between demand and supply —
delivery of projects is critical in Auckland.




Why invest in New Zealand’s hotel sector?

€ DENAND

First-rate demand drivers combined with superb
international connectivity have fuelled a boom in

high-value international visitation.

The New Zealand tourism sector is in its strongest-
ever growth cycle, driven by an extraordinary boost in
international visitors. Visitor arrivals to New Zealand
achieved a record 3.7 million in 2017, representing a
52 percent increase from 2009 and continuing to
exceed official forecasts.

The Ministry of Business, Innovation, and Employment
(MBIE) predicts this exceptional growth in international
visitors to continue. MBIE’s most recent forecasts suggest
international visitor arrivals will total 5.1 million annually
by 2024, representing seven-year growth of 38 percent and
1.4 million visitors.

In 2018, New Zealand topped the World Bank’s list of best
countries to start and run a business, and was ranked the fifth
best country to visit in the Lonely Planet Best In Travel list.

Australian and Chinese holidaymakers are leading the
influx of international visitors

Australia and China are New Zealand’s largest international
visitor markets, contributing half of all international visitors in
2017. Visitor arrival growth projections to 2025 place China’s
growth firmly ahead of all other markets. Annual Chinese
visitor arrivals are expected to increase 107 percent from
418,000 in 2017 to 866,000 by 2025.

FIGURE 1
International visitor arrivals to New Zealand

6

Visitor arrivals to New Zealand, millions

Source: Statistics New Zealand, MBIE visitor arrival forecasts, Fresh Info

China is also set to surpass Australia by 2024 as New Zealand’s
largest visitor market by spend. A key factor driving this shift is
a strong trend towards the Free and Independent Traveller
(FIT) segment, and away from tours and groups.

In August 2017, FIT visitors accounted for approximately

75 percent of all visitor visas issued to Chinese visitors to

New Zealand, a significant increase from 40 percent in August
2013. The Chinese FIT segment is highly lucrative, as these
visitors typically stay longer and spend more money relative
to other visitor types.

FIGURE 2
Share of international visitor arrivals
in New Zealand by market

@ Australia 39%
China 11%
o Japan 3%
@ Korea 2%
us 9%
® UK 7%
Germany 3%
® Other 26%
@ Australia 35%
China 21%
@ Japan 8%
@ Korea 2%
us 10%
® UK 6%
Germany 3%
® Other 25%

Source: Statistics New Zealand, MBIE visitor arrival forecasts, Fresh Info

Holidays and ‘Visiting Friends and Relatives’
are the prime purposes for visiting New Zealand

FIT travellers represent a strong and growing New Zealand
visitor segment, which is boosted by the increasing adoption
of a more independent travel style by Chinese and other
international visitors. FIT visitors typically spend more money
than other visitor types, leading to higher hotel room rates.

FIGURE 3
Share of international visitor arrivals in
New Zealand by purpose of visit

@ Holiday 52%

VFR 29%
® Business 8%
@ Other 1%
@ Holiday 55%

VFR 28%
@ Business 7%
@ Other 10%

Source: Statistics New Zealand, MBIE visitor arrival forecasts, Fresh Info

Low hotel transaction activity makes new build and
construction a more likely path to market entry

There have been few major hotel transactions in the last
two years - a testament to strong KPIs across the industry
which are encouraging owners to hold onto their assets.
As such, development in the form of new build and
construction projects is likely to be the preferred option
for future market entry.

At present, 48 percent of all capital invested in New Zealand
hotels is of international origin. The majority is from Singapore
(28%), followed by Hong Kong (12%) and Australia (4%).

FIGURE 4
Share of ownership in New Zealand hotels
by room count as at June 2018

‘ New Zealand 52%

@ Australia 4%
o Singapore 28%
Hong Kong 12%
China 3%
@ Japan 0%
@ Other 1%

Source: Colliers

Occupancy rates in Auckland rank with the best in the
Asia Pacific

A surge in international visitors to New Zealand has helped
make Auckland one of the strongest-performing markets in the
Asia Pacific region. Hotel occupancy rates in Auckland and
Queenstown are on par with the likes of Sydney and Melbourne,
which are experiencing similar patterns of tourism growth to
New Zealand.

FIGURE 5
Hotel occupancy in major Asia Pacific markets
as at July 2018

Auckland Osaka Hong Kong Sydney Melbourne Singapore

Source: CBRE, TIA




€©) INFRASTRUCTURE

New Zealand’s world-class transport infrastructure and regional diversity
provide clear tourism routes and a captive market for hotel investment.

Underserved demand

Underserved demand percentages reflect the percentage

of total market demand potential that is unmet, as travellers
who want to fly between these international cities and

New Zealand cannot secure an airline seat.

Reasons for this include acceptable price, acceptable routing,
convenient travel time, and airline preference. Auckland
International Airport Limited (AIAL) uses sophisticated
network modelling capabilities to determine these figures.

World-class transport infrastructure

New Zealand’s transport infrastructure offers excellent connectivity between all of the country’s major visitor hubs,
and to the rest of the world. Key infrastructure includes:

D

5 international airports, 30 regional The highest ratio of road 17 seaports, 4,000

with 33 international airports, offering per capita in the world, allowing for kilometres
carriers and 46 direct direct and efficient ~ with 11,000 kilometres of significant growth  of rail track
flight routes, serving access around state highways and 80,000 in the cruise line

major overseas markets the country kilometres of local roads sector

Tourism is supported by New Zealand’s

regional diversity and interlinked routes

New Zealand’s impressive regional diversity and compact size
with clear infrastructure routes make tourism flows more

Underserved demand for travel to New Zealand

t ¥

UK Germany Hong Kong China South Korea Japan Taiwan Canada USA predictable. This presents an opportunity to invest in
37 % 42 % 1 50/0 36 % 4 80/0 26 % 2 4 % 33 % 33 % established tourism routes such as Auckland, Rotorua, Taupd,

Wellington, Christchurch, Queenstown, and Dunedin. AUCKLAND

All international visitor arrivals by plane enter New Zealand

through airports servicing these destinations. New Zealand's largest and
most multi-cultural gateway city
in a magnificent seaside setting

e
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‘ Nature’s ultimate playground
and ski resort destination Geothermal natural hot springs
town and centre of indigenous
S S Maori culture
. .
®
e
. )
EEEEEE—— Capital of New Zealand and CHRISTCHURCH
T celebrated art, cultural and
— @ creative hub Rapidly re-emerging gateway

to the South Island

QUEENSTOWN

) DUNEDIN

32% 29% 39% 25% 24°%  42% 35% 38% 38% e Southern Hermephere®

India Singapore Indonesia  Australia New Zealand Philippines Chile Argentina Brazil premier four-season resort
Domestic destination

A region of unique landscapes
and fascinating cultural history




€ GROWTH

Hotels in New Zealand are experiencing record
operating performance and strong growth in ADR,
RevPAR and occupancy rates.

@ DEVELOPMENT

Additional hotel development is required to maintain
a sustainable balance between demand and supply
- and delivery of projects is critical in Auckland.

ADR/RevPAR NZ$

A surge in visitation to New Zealand is driving record
hotel operating performance and strong growth in
Average Daily Rate (ADR), Revenue Per Available
Room (RevPAR) and occupancy rates.

FIGURE 6
Hotel ADR, RevPAR, and occupancy 3 to 5 star
by New Zealand region - 2017

The hotel property class is currently outperforming other
asset classes in the New Zealand market, with fundamentals
remaining strong despite an increase in hotel supply.

FIGURE 7
Hotel ADR, RevPAR, and occupancy 3 to 5 star
by New Zealand region - forecast 2025

In 2016, the New Zealand Government commissioned
an independent report by Fresh Info and Colliers into
New Zealand’s hotel sector.

The report estimated that 9,700 new hotel rooms would be
required by 2025 across Auckland, Rotorua, Wellington,
Christchurch, and Queenstown to meet forecast visitor
demand - with a significant predicted shortfall of up to 4,526
hotel rooms by that time, based on historic growth rates in

300 100 300 100 room supply and the expected room development pipeline.
250 — 80 250 80 That analysis has now been updated to give a current view
200 i ‘§' 200 i of demand and supply imbalances looking out to 2025.
60 ® @ 60 © The update shows a supply response beginning to emerge
- g > . c .
150 g z 150 e from growth in the supply pipeline of hotels mooted, planned,
40 g g 40 o and under construction.
100 8 & 100 8
% 00 © < % 00 © In Auckland, although there is significant hotel pipeline,
72 percent of the pipeline has yet to commence construction,
0 0 0 0 with the majority in planning stages. As such, this presents
2 § *§, FS; % g § g § é, ‘LSJ % % § exciting potential for investment opportunities into new and
g 5 £ S 2 = 3 g 2 s % z = 3 existing projects. The Government is active in supporting
= 5 23; = 5 23; delivery of planned projects.
©® ADR @ RevPAR == Occupancy (RHS) ©® ADR @ RevPAR «= Occupancy (RHS) FIGURE 8
Source: Fresh Info Hotel Forecasting Model Source: Fresh Info Hotel Forecasting Model Expected room growth and shortfalls by 2025’

The Government encourages higher-value investments in
hotels to cater to our growing FIT segment, who typically

Robust growth is forecast in both ADR and RevPAR for the
4-5 star hotel category, especially in the Auckland, Rotorua

by New Zealand region

4,000

prefer staying in higher-value accommodation offerings. and Queenstown regions. @
§ 3,000
2017 NZ$ ‘ ADR ‘ RevPAR ‘ Occupancy 2025 NZ$ ‘ ADR ‘ RevPAR ‘ Occupancy § 2000
‘ 3-5 Star ‘ 4-5 Star ‘ 3-5 Star ‘ 4-5 Star ‘ 3-5 Star ‘ 4-5 Star ‘ 3-5 Star ‘ 4-5 Star‘ 3-5 Star ‘ 4-5 Star ‘ 3-5 Star ‘ 4-5 Star § ’
Auckland 206 240 177 210 86% 87% Auckland 274 319 234 273 85% 86% 1,000
Rotorua 130 151 103 119 79% 79% Rotorua 152 177 125 143 82% 81%
Wellington 170 175 137 144  81%  82% Wellington 198 203 160 166  81%  82% 0 Auckand  Rotoua  Taupd  Wellngton Christchurch Queenstown Dunedin
Christchurch 159 166 121 128 76%  77% Christchurch 172 176 133 136 77%  77% ® Expected room growth by 2025 ® Expected shortfall by 2025
Queenstown 222 256 183 203 82% 80% Queenstown 293 332 248 282 85% 85%
Taupd 179 115 65% Taupd 183 133 72%
Dunedin 141 98 69% Dunedin 153 115 75%

4-5 star data has been provided for the regions where available with the exception of Rotorua's data at 4.5-5 star.

Source: TIA Hotels, Fresh Info

Note: The occupancy, demand, and supply forecasts displayed in this chart and throughout this report have been independently prepared by Fresh Information Limited (Fresh Info) and Colliers International
New Zealand Limited’s Hotel Division (Colliers). Occupancy is calculated by dividing room nights occupied by room nights available, after considering the expected room development pipeline and historic

growth rate of room supply

8 ‘ Hotel Investment In New Zealand

Source: Fresh Info

Note: The uncertainty of supply coming online for Christchurch makes it difficult to estimate new hotel
rooms required by 2025. All Taupd’s supply growth is estimated based on historic growth; it currently
has nothing in the supply pipeline.

IMAGE — Planned New Zealand International Convention Centre (NZICC), Auckland CBD
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Auckland

Destination highlights

Auckland is New Zealand’s largest city, home to more than
one-third of New Zealand’s population. The city is the
gateway to New Zealand, with more than 70 percent of
visitor arrivals entering through Auckland International
Airport. Auckland consistently ranks high on benchmark
measures with other international cities, including being
rated the world’s third most liveable city in the Mercer
Quality of Living survey since 2011 and as ‘one of the top 10
cities to visit’ globally by Lonely Planet in 2014.

Auckland is culturally tolerant and one of the world’s most
culturally diverse cities, with the fourth-highest foreign-born
population recorded in the 2015 World Migration Report.

Favourable hotel demand conditions

Auckland’s position as the main international gateway and
economic hub of New Zealand provides a major advantage
in attracting a large and growing number of international
and domestic visitors each year. Key factors driving
demand include:

* abuoyant international tourism market, supported by
international airline access and capacity

« astrengthening business travel and convention market

e status as a major cruise hub for Oceania

* increasing popularity as a short-break leisure
destination for Australian and domestic visitors

*  recognition as one of the world’s most culturally
diverse cities.

Occupancy, ADR, and RevPAR projections for Auckland hotels (3 to 5-star hotels)
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IMAGE — Waitemata Harbour, Auckland

Hotel room night demand, millions
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Hotel room nights Hotel occupancy
March 2018 year-end March 2018 year-end

2.8m 86%

= s

Hotel ADR March 2018
year-end, 3 to 5-star

NZ$208

+12% year-on-year growth

RevPAR March 2018
year-end, 3 to 5-star

NZ$179

+11% year-on-year growth

Projected growth in hotel room night demand in
Auckland by origin of guest

25

2.0

1.5

1.0

0.5

NZ Australia China Japan Korea US UK Germany Other

® Mar 2018 actual @ 2025 forecast

Source: Source: Fresh Info Forecasting model

Auckland room nights totalled 2.8 million in the March 2018
year-end, consistent with the record result achieved in 2017.
A highly constrained hotel sector has resulted in
competition for rooms. More price-sensitive domestic
demand has been replaced by higher-value international
guests, resulting in further increases to ADR and RevPAR.

Looking ahead, annual demand for hotels is forecast to
increase to over 4.1 million room nights by 2025. This
represents an increase of 47 percent from 2017. New hotels
will likely command a premium in the market, further
enhancing ADR growth. Auckland hotels experience the
least seasonality of any market in New Zealand.

Attractive customer base

62 percent of all Auckland hotel guests are travelling for
leisure reasons. The majority of these are FIT, which
benefits average room rates due to the higher spending
propensity of this segment. Corporate travellers also
represent an important share of hotel nights, accounting
for 19 percent.

Delivery of pipeline development

Demand for accommodation is currently outpacing delivery
in Auckland. 72 percent of the pipeline of new hotels has not
commenced construction, with the majority in planning
stages. The lag in supply growth indicates that the hotel

sector will remain constrained until new rooms have
been delivered.

Accommodation constraints during peak periods will drive
off-peak travel and the utilisation of current surplus capacity
during lower-demand periods, netting a good occupancy
pressure throughout the year.

Auckland occupancy is projected to level out at 85 percent in
the long term.

ADR is expected to increase 33 percent from 2017 to
NZ$274 by 2025, with RevPAR forecast to grow 32 percent
to NZ$234 by 2025.

Purpose of stay in Auckland

@ Conference & Incentive 6%
o Corporate 19%
®-Fr 49%
® Tours & Groups 13%

Other 13%

Source: TIA Hotels

Auckland is a hub for major events

Auckland’s global city status sees it play host to major
international business, cultural, and sporting events.

Auckland’s future major events calendar is strong, with
the city hosting both the Asia Pacific Economic
Cooperation forum and 36th America's Cup in 2021.

Panuku Development Auckland (the land-holding entity
of Auckland Council) is undergoing a 20-year project to
revitalise the Wynyard Quarter. An America’s Cup village
has been approved for construction in this area.

The state-of-the-art, 3,150-delegate New Zealand
International Convention Centre, due to open in 2020,
is expected to host 330,000 conference attendees
each year and will allow Auckland to host a new wave
of major global business and conference events.




Rotorua

Destination highlights

Rotorua is recognised internationally for its extraordinary
geothermal activity and spectacular geysers. It is also known
for its rich Maori culture, 18 beautiful lakes, adventure
tourism, and natural hot springs. In 2018, it was ranked the
fourth best destination in the world in the TripAdvisor and
New York Times’ Top Places to Visit list. It is also regarded
as the best mountain biking location in the southern
hemisphere, and one of only six Gold-Level Ride Centres in
the world awarded by the International Mountain Biking
Association. Approximately 50 percent of New Zealand’s
population lives within a three-hour drive of Rotorua,
making it an easily accessible destination and an
increasingly popular location for events.

Favourable hotel demand conditions

Rotorua’s geothermal hot springs, spas, and massage
therapies have attracted domestic and international visitors
to the region since the 1800s, and remain an effective tourist
drawcard for visitors looking to rejuvenate, heal and relax.
Rotorua also provides an abundance of outdoor activities
throughout the rivers, lakes, forests, and parks that fringe
the city. Together with its central location and reputation as
a ‘must-see’ New Zealand destination, it is a popular
location for business, sports, cultural, and entertainment
events. Key factors driving demand include:

» close proximity to the large Auckland domestic market
- heavily targeted in Rotorua’s destination marketing

»  strong international visitation led by the Chinese market

Occupancy, ADR, and RevPAR projections for Rotorua hotels (3 to 5-star hotels)
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IMAGE — Lady Knox Geyser, Waiotapu, Rotorua
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Hotel room nights Hotel occupancy
March 2018 year-end March 2018 year-end

577,000 79%

Hotel ADR March 2018
year-end, 3 to 5-star

NZ$133

+10% year-on-year growth

RevPAR March 2018
year-end, 3 to 5-star

NZ$107

+10% year-on-year growth

Projected growth in hotel room night demand in
Rotorua by origin of guest
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Hotel room night demand, millions

® Mar 2018 actual @ 2025 forecast

Source: Source: Fresh Info Forecasting model

e development of transport infrastructure and visitor
sector products, with notable projects including
improvements at Te Puia (home of the famous Pohutu
Geyser) and the creation of a premium-quality health
and wellness tourism precinct on the Rotorua lakefront.

Rotorua room nights remained strong at 557,000 in the
March 2018 year-end. Growth was led by UK and domestic
visitors, with 44 percent year-on-year growth in UK room
nights and 15 percent year-on-year growth in domestic room
nights. Looking ahead, annual demand for hotels is forecast
to increase to 724,000 room nights by 2025. This represents
an increase of 29 percent from 2017. Rotorua’s hotel market
is becoming less seasonal, due to a resurgence in domestic
demand and increasing international demand.

Attractive customer base

85 percent of all visitors staying in Rotorua hotels are from
the FIT and tours and groups segments. Tours and groups
has traditionally been a strong segment for Rotorua, given
its popularity with Chinese travellers who value its cultural
and hot spring experiences. However, as Chinese and other
international visitors adopt a more independent approach to
travel, strong and growing demand from the higher-yielding
FIT segment is changing the customer mix in the region -
and in turn lifting the average room rate.

Delivery of pipeline development

The majority of Rotorua’s existing stock dates from the 1980s
and 1990s. There has only been one addition to the Rotorua
hotel market in recent years — the 36-room Quest serviced
apartment hotel, completed in 2012. Rotorua’s estimated
hotel supply pipeline remains moderate, with a distinct lack
of luxury and budget hotel accommodation in this market.
Rotorua’s hotel sector is expected to remain constrained
during peak periods to 2025, closing the gap in seasonal
demand to stronger occupancy throughout the year.

ADR is expected to continue to grow to NZ$152 and
occupancy of 82 percent by 2025, reflecting higher visitor
levels and off-peak occupancy and a move towards more FIT
visitors with higher spending propensity.

Purpose of stay in Rotorua

@ Conference & Incentive 9%
Corporate 3%
®FT 39%
@ Tours & Groups 46%
Other 3%

Source: TIA Hotels

Rotorua boasts a strong annual
events calendar

Rotorua supports a strong annual events calendar,
which includes various sporting events, the Rotorua
Blues Festival, and New Year’s Mardi Gras Festival.
Looking ahead, MBIE has announced it will invest
NZ$1.5 million in an annual Rotorua Lakes Council mud
festival and NZ$1.7 million over five years into the
Crankworx International Mountain Bike Festival and the
Enduro World Series.

Rotorua’s central location and strong tourism
proposition makes it a popular destination for business
events. New Zealand’s largest annual business travel
and trade event, TRENZ, is being held in Rotorua, and
the World Conference on Health Promotion and
Education will also be held there in 2019.




Destination highlights

Taupd is defined by its pure, unspoiled nature - its
spectacular lakefront setting, beautiful forests, ancient
volcanic vistas, geothermal attractions, and the mountains
and ski areas of Tongariro National Park (a dual World
Heritage site and rated as ‘a life changing experience’ by
Lonely Planet). It houses New Zealand’s most visited and
photographed natural attraction, Huka Falls.

Taupd is a tourist hotspot, offering a comprehensive range
of adventure and relaxing activities built around pristine
nature. Taupo also offers the Great Lake Trail, the Mine Bay
Maori Rock Carvings, world-class trout fishing and two of
New Zealand’s top golf courses.

Taupd’s location at the heart of New Zealand’s North Island
makes it an easily accessible travel destination.

Favourable hotel demand conditions

Taupd has achieved a significant and steady increase in hotel
demand since 2012, which is forecast to continue in the
coming years. Key factors driving demand include:

» strong domestic visitation, due to its central location
and proximity to the large Auckland domestic market

* adevelopment and upgrade programme for the popular
Ruapehu ski fields

* improvements in international demand, assisted by a
growing profile internationally.

Occupancy, ADR, and RevPAR projections for Taupo hotels (3 to 5-star hotels)
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Hotel room night demand, millions
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Hotel room nights Hotel occupancy
March 2018 year-end March 2018 year-end

155,000 65%

= s

Hotel ADR March 2018
year-end, 3 to 5-star

NZ$176

+1% year-on-year growth

RevPAR March 2018
year-end, 3 to 5-star

NZ$114

+2% year-on-year growth

Projected growth in hotel room night demand in
Taupo by origin of guest
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® Mar 2018 actual @ 2025 forecast

Source: Source: Fresh Info Forecasting model

Taupd room nights increased to 155,000 in the March 2018
year-end, representing 14 percent growth in the last two
years. This was driven by strong demand from both
domestic and international markets, particularly China and
Korea. Korean guests’ room nights increased by 140
percent over this period, while domestic demand increased
by 10,200 room nights, or 10 percent.

Attractive customer base

Approximately 77 percent of all guests in Taupd hotels are
travelling for leisure. The majority of these relate to the
FIT segment, accounting for 61 percent of visitor numbers
and including many independent adventure travellers.
This supports higher average room rates.

Delivery of pipeline development

There are currently no planned hotel development projects
in Taupd’s supply pipeline, and current unconstrained
demand indicates that Taupo will need approximately

100 new hotel rooms by 2025.

Seasonality is reducing in Taupd, with occupancy strongest
during October to March, averaging 72 percent in 2017,
Taupd is expected to achieve the largest increase in
occupancy of any New Zealand region by 2025, benefitting
from higher international and domestic demand and a trend
towards higher shoulder period occupancy.

Taupd’s current ADR of NZ$176 is the highest regional ADR
in New Zealand outside of Auckland and Queenstown, and is
expected to increase to NZ$183 in 2025. Along with forecast
occupancy increases, high ADR will help to ensure
sustainable hotel development in Taup6 over the long term.

Purpose of stay in Taupo

@ Conference & Incentive 14%

o Corporate 4%
®FT 61%
@ Tours & Groups 16%

Other 5%

Source: TIA Hotels

Taupo is home to a multitude of
iconic endurance and outdoors
sporting events

Due to Taupd’s central location, vast nature, and
excellent facilities, it hosts a wide range of endurance
and outdoors sporting events. This includes

New Zealand’s I[ronman, which Taupo has hosted for
more than a decade, the Contact Lake Taupd Cycle
Challenge, which attracts over 7,000 riders and
many more supporters, and the Huka Mountain
Biking Challenge.

A state-of-the-art gondola at nearby Whakapapa is
anticipated to increase skier days by 300,000 per
annum when it becomes operational in 2019, as well as
providing a summer mountain experience.

Taup0 also hosts many arts events and concerts,
including Wanderlust and Taupd Summer Concert.
The latter features a range of international artists.

Currently a proposal is under development to revitalise
and extend the Taup®d airport to increase connection
to the region.




ADR/RevPAR NZ$ excl. GST

Wellington

Destination highlights

Wellington is New Zealand’s capital city and the second
most populous urban area of New Zealand. Wellington has
long been celebrated for its stunning waterfront location
with sweeping views, vibrant arts scene, world-class café
and restaurant culture, active outdoor lifestyle, and

New Zealand’s national museum Te Papa Tongarewa.

In 2018, Wellington was rated the best place to live among
50 global cities by Deutsche Bank. This is supported by
consistent top-tier quality of life and liveability rankings
from global organisations.

Wellington hosts a growing information technology and
digital sector, and a major screen production industry
responsible for producing The Lord of the Rings and

The Hobbit trilogies among other international blockbusters
- giving it the local nickname ‘Wellywood’.

Favourable hotel demand conditions

Wellington is home to New Zealand’s Parliament and a
number of key private institutions, resulting in significant
corporate domestic travel relative to other New Zealand
regions. In addition, its thriving creative and arts scene

is a major advantage in attracting domestic and
international visitors. This balance ensures stable,
year-round hotel occupancy.

Occupancy, ADR, and RevPAR projections for Wellington hotels (3 to 5-star hotels)
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IMAGE — Sunset, Wellington

Hotel room night demand, millions
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Hotel room nights
March 2018 year-end

1.1m

Hotel occupancy
March 2018 year-end

80%

= s

Hotel ADR March 2018
year-end, 3 to 5-star

NZ$170

+4% year-on-year growth

RevPAR March 2018
year-end, 3 to 5-star

NZ$136

+5% year-on-year growth

Projected growth in hotel room night demand in
Wellington by origin of guest
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Key factors driving demand include:

e strong domestic demand, particularly from the
corporate, government and FIT sectors

e expansion in the domestic and trans-Tasman
aviation market

e improving international demand, with the
commencement of a Singapore to Wellington route
via Australia bringing the benefits of long-haul
airline connectivity

e anumber of significant planned projects, including a
new convention centre and a proposed runway
extension at Wellington airport to accommodate
larger planes.

Wellington room nights increased to 1.1 million in the
March 2018 year-end, representing 2 percent growth over
the last two years.

Annual room night demand is forecast to reach 1.4 million
by 2025, representing 30 percent growth from 2017, driven
by strong projected growth in domestic demand.

Wellington has the most consistent year-round demand
pattern of all New Zealand regions, due to its strong base
of domestic and corporate visitation.

Attractive customer base

Visitation to Wellington is balanced between high-yielding
corporate and leisure travellers. Almost one-third of all
room nights are filled by corporate visitors, the highest
percentage of all New Zealand regions. In Wellington, the
corporate market pays higher average room rates than the
independent traveller segment. This price relationship is
typically inverted for other markets.

Delivery of pipeline development

Current unconstrained demand projections indicate that
Wellington will need 1,270 additional rooms by 2025. Planned
pipeline developments will still leave a shortfall of 419 rooms
by that time.

Wellington’s ADR is predicted to increase 16 percent from
2017 to NZ$198 by 2025, and RevPAR is predicted to increase
17 percent to NZ$160 by 2025.

Purpose of stay in Wellington

@ Conference & Incentive 7%
o Corporate 30%
®-FT 47%
@ Tours & Groups 1%

Other 5%

Source: TIA Hotels

Wellington’s planned convention and
exhibition centre will provide a big
boost to the city

The proposed development will be located in a prime
tourist spot opposite Te Papa museum, and includes a
2,000-seat conference centre on the top floors.
Construction is expected to commence in 2019.

This project is predicted to provide a big boost to
Wellington’s profile and attractiveness as a visitor and
business destination, and is expected to bring NZ$140
million per annum to the Wellington economy.




Christchurch

Destination highlights

Christchurch is a vibrant destination in transition. After
recovering from major earthquakes in 2010 and 2011,
Christchurch is re-emerging as a modern, greener, and more
creative city than ever before. As the largest city in the South
Island, it is the southern centre of commerce, creativity, and
entertainment. Christchurch International Airportis a
gateway to the South Island and the second-largest
international airport in New Zealand, with direct flights to
various destinations in Asia and Australia. Christchurch is
set on the edge of the fertile Canterbury Plains which
stretch to the majestic Southern Alps, and is bordered by the
hills of Banks Peninsula and the Pacific coastline, famed for
its awe-inspiring scenery.

Favourable hotel demand conditions

Christchurch has experienced a particularly strong post-
earthquake recovery, with its rebuild more than halfway
completed. Key developments are being delivered, and
workers are returning to the CBD in significant numbers.
While the number of new construction-related jobs has
eased, new jobs are emerging in manufacturing,
accommodation and hospitality, as well as professional,
scientific, medical and technological fields. Hotel demand
reached approximately 647,000 room nights in the March
2018 year-end, a remarkable increase of 119 percent since
2012. Key factors driving demand include:

e growth in international tourism, driven by direct air

routes to Asia, and connecting routes through the
Middle East

Occupancy, ADR, and RevPAR projections for Christchurch hotels (3 to 5-star hotels)
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IMAGE — Avon River and Oxford Terrace, Christchurch

Hotel room night demand, millions
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Hotel room nights Hotel occupancy
March 2018 year-end March 2018 year-end

647,000 77%

Hotel ADR March 2018
year-end, 3 to 5-star

NZ$160

RevPAR March 2018
year-end, 3 to 5-star

NZ$124

+1% year-on-year growth

Projected growth in hotel room night demand in
Christchurch by origin of guest
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e continuation of the city rebuild

e expansion in the domestic aviation market driving more
domestic visitation.

Room night demand in Christchurch has been rising

significantly and is estimated to approach pre-earthquake
levels by 2025, with 918,000 room nights. This represents
expected growth of 49 percent over the 2017-2025 period.

Continued city regeneration, and the finalisation of key
central city projects, are expected to drive significant upside
to demand forecasts. The Christchurch Convention Centre,
currently under construction and expected to be completed
in 2020, will be capable of hosting up to 1,400 delegates.

Occupancy in Christchurch hotels typically peaks during
October to March. The March 2018 quarter was notably
strong at 89 percent. Off-peak occupancy sits around 70
percent, underpinned by solid domestic demand.

Attractive customer base

Christchurch hotels enjoy a balanced purpose of stay,
reflecting Christchurch’s status as the economic hub of the
South Island. Hotels benefit from a strong FIT segment,
representing 47 percent of total room nights, and also
accommodate a strong corporate market.

The conference and incentives market will be boosted with
the opening of the Christchurch Convention Centre.

Delivery of pipeline development

Christchurch’s earthquakes caused a significant loss of
hotel stock in the early 2010s. This has been gradually
recovered through new builds and the remediation of
damaged properties.

Annual occupancy is forecast to briefly fall in 2019 as
proposed supply enters the market, then rebound to
77 percent by 2025 as demand continues to grow.

The Christchurch market could absorb up to 1,170 rooms by
2025. Accounting for planned pipeline developments, there is
a remaining shortfall of 251 rooms by 2025.

Christchurch’s ADR is predicted to increase 8 percent from
2017 to NZ$172 by 2025, with RevPAR predicted to increase
10 percent to NZ$133 by 2025.

Purpose of stay in Christchurch

@ Conference & Incentive 5%
Corporate 22%
®-FT 47%
® Tours & Groups 18%
Other 8%

Source: TIA Hotels

Christchurch events

Christchurch plays host to a wide range of events,
including concerts, sporting matches, live theatre and
music, exhibitions, and festivals such as the annual
World Buskers Festival. The region’s professional rugby
team, the Crusaders, were crowned Super Rugby
champions in 2018 and have a large, loyal supporter
group. Christchurch has also hosted several
international sporting events in recent years. The city
will host the 2018 Blackcaps against Sri Lanka Boxing
Day Test match as well as the FIH Pro League in 2019.

The new Christchurch Convention Centre is expected
to significantly increase the number of future
international conferences hosted in the region.




Queenstown

Destination highlights

Surrounded by majestic mountains and located on the
shores of crystal-clear Lake Wakatipu, Queenstown has
breath-taking scenery, an enormous range of activities, a
relaxed atmosphere, and welcoming people.

Queenstown is New Zealand’s premier all-season visitor
destination, offering a wide range of high-quality
year-round experiences.

It draws over two million visitors each year, including
adventurers, filmmakers, wine enthusiasts, Hollywood and
Bollywood stars, and heads of state - all seeking an
unforgettable travel experience.

Queenstown is experiencing significant growth in demand
for luxury five-star accommodation, and this category is
expected to grow from 75 percent in 2017 to 85 percent

by 2025.

Favourable hotel demand conditions

Queenstown’s status as New Zealand’s premier visitor
destination gives it a major demand advantage over other
regions, with a large and growing number of international
and domestic visitors each year.

Key factors driving demand include:

e asurge in airline capacity and connectivity driven by
new air services — with all four airlines servicing
Queenstown Airport now after-dark certified

Occupancy, ADR, and RevPAR projections for Queenstown hotels (3 to 5-star hotels)
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IMAGE — Mountain biking, Queenstown

Hotel room night demand, millions

=
(- o=)

Hotel room nights Hotel occupancy
March 2018 year-end March 2018 year-end

972,000 83%

-1
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Hotel ADR March 2018
year-end, 3 to 5-star

NZ$231

+16% year-on-year growth

RevPAR March 2018
year-end, 3 to 5-star

NZ$195

+19% year-on-year growth

Projected growth in hotel room night demand in
Queenstown by origin of guest
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« arapidly growing Chinese inbound market, with a
changing mix to higher-value FIT

* more attractive airfares and support from strong
destination marketing campaigns in New Zealand
and internationally

» the expansion of the leisure and business event
industry, particularly during the off-peak season.

Annual hotel room demand is forecast to increase to over
1.5 million room nights by 2025, representing 57 percent
growth from 2017 year-end, driven primarily by strong
international demand.

Queenstown experienced occupancy over 87 percent for

the three quarters from July 2017 to March 2018, with the
March quarter reaching an extraordinary 93 percent.

The June quarter saw a relative dip but was still strong at

73 percent occupancy - a rapid climb from 66 percent June
quarter occupancy in 2015, as visitors shift travel plans away
from the highly constrained peak season.

Attractive customer base

Visitation to Queenstown is generally dominated by leisure
travel which, together with conference and incentive
demand, is higher-yielding than the other market segments.
This has helped Queenstown’s hotel sector to achieve the
highest ADR in New Zealand. A growing shift away from
tours and groups and towards the FIT segment will further
enhance room rates.

Delivery of pipeline development

Queenstown has several hotel developments in the planning
stages, but the delivery of this pipeline has not kept pace with
arapid increase in international visitation.

Record levels of room demand and lagging supply indicate
that Queenstown’s hotel market is likely to remain
constrained.

The Queenstown market could absorb up to 1,790 rooms by
2025. ADR is predicted to increase 32 percent from 2017 to
NZ$293 by 2025, with RevPAR predicted to increase 36
percent to NZ$248. Occupancy is expected to level out at 85
percent by 2025.

Purpose of stay in Queenstown

@ Conference & Incentive 6%
o Corporate 3%
®-FT 58%
® Tours & Groups 30%

Other 3%

Source: TIA Hotels

Queenstown has an active year-
round events calendar

Queenstown plays host to a wide variety of events
year-round. Annual fixtures include the New Zealand
Golf Open, the American Express Queenstown Winter
Festival, the Air New Zealand Queenstown International
Marathon, the Warbirds over Wanaka International
Airshow, Rhythm and Alps Music Festival, and the
Audi Quattro Wintergames NZ, all of which attract a
diverse mix of international and domestic visitors with
varied interests.

The Queenstown Events Centre, a multi-purpose
stadium, accommodates regular rugby and cricket
matches, trade shows, exhibitions, and concerts.




Dunedin

Destination highlights

Dunedin has staked a claim as New Zealand’s oldest city, as
well as the second-largest city in the South Island.
Surrounded by dramatic hills and located at the foot of a
long, picturesque harbour, Dunedin offers unique
landscapes and a fascinating history.

Dunedin is known as a university town, with one-fifth of its
population being students. The University of Otago received
a Five Stars Plus QS Stars University rating in 2016, the
highest possible international quality rating for excellence
and quality, and holds more teaching awards than any other
New Zealand university.

Dunedin has a reputation as the wildlife capital of
New Zealand. The nearby Otago Peninsula has been
described as the ‘finest example of eco-tourism in the world’

by acclaimed environmentalist David Bellamy, and is home
to New Zealand fur seals and sea lions, yellow-eyed
penguins, and the only mainland royal albatross colony.

A heritage tourism hotspot, Dunedin has some of the finest
and best-preserved Victorian and Edwardian architecture in
the Southern Hemisphere - including the Dunedin Railway
Station, New Zealand’s most photographed building
according to Trip Advisor.

In 2014, Dunedin became the eighth official UNESCO
City of Literature, joining the likes of Edinburgh,
Melbourne and Dublin. Dunedin has a long history of
commercial enterprise, and is full of innovative
entrepreneurs and excellent infrastructure in industries
including education, health, design, niche manufacturing,
and information technology.

Occupancy, ADR, and RevPAR projections for Dunedin hotels (3 to 5-star hotels)
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Hotel room night demand, millions
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Hotel room nights Hotel occupancy
March 2018 year-end March 2018 year-end

195,000 70%

=l

Hotel ADR March 2018
year-end, 3 to 5-star

NZ$145

+5% year-on-year growth

RevPAR March 2018
year-end, 3 to 5-star

NZ$103

+6% year-on-year growth

Projected growth in hotel room night demand in
Dunedin by origin of guest
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Favourable hotel demand conditions

Dunedin has achieved 6 percent growth in hotel demand
over the past two years. Key factors driving demand include:

* inclusion of Dunedin in most of the key South Island
tour routes

» expansion in the range of export-ready attractions
and activities

» effective, targeted destination marketing campaigns.

Dunedin room nights increased to 195,000 in the March
2018 year-end, driven by growing international demand,
including 45 percent growth in German visitors from 2017.
Annual room night demand is forecast to reach 254,000 by
2025, representing 31 percent growth from 2017 year-end,
driven by domestic and Australian demand.

Dunedin hotels operated at 82 percent capacity during the
March quarter, spurred on by a robust Monday-to-Thursday
business and corporate model, but suffered from lower
occupancy rate pressure outside the March quarter.

Attractive customer base

High-yielding FIT visitors fill over 50 percent of all room
nights in Dunedin. Demand is expected to remain strong
with growth from this segment in the forecast period.

The University of Otago also drives significant visitation
from the corporate segment and parents of students.

Delivery of pipeline development

There were no new hotel developments in Dunedin in the
last year. The market could absorb 261 new rooms by 2025,
and potentially more if seasonality or weekend demand
improve. ADR is predicted to grow 9 percent to NZ$153 by
2025, and RevPAR is predicted to increase 17 percent to
NZ$115. Occupancy is expected to level out at 75 percent by
2025, driven by Dunedin’s robust domestic and corporate
demand profile, an improving events calendar, and strong
March quarters.

Purpose of stay in Dunedin

@ Conference & Incentive 4%
o Corporate 24%
® FT 51%
@ Tours & Groups 18%

Other 3%

Source: TIA Hotels

Dunedin is the quintessential
education, art and fashion city

Established in 1869, the University of Otago was

New Zealand’s first university, and is still leading the
way in academic excellence and an outstanding student
experience. The University is recognised as one of the
16 most beautiful campuses in the world according to
the Huffington Post, and is located in the heart of town,
close to all Dunedin’s cafes, music venues, designer
boutiques, and museums. The University boasts over
20,000 students and 4,500 postgraduate students,
which represents one-fifth of Dunedin’s population,

and creates a unique energy and atmosphere. It also
tops the TEC educational performance indicators for
retention of students and progression to higher study,
and was ranked in the top 100 in the 2017 QS World
University Rankings in 13 subject areas.

Dunedin hosted the New Zealand Masters Games 2018,
and continues to host annual events including the
Dunedin Fringe Festival, iD Fashion Week, the Dunedin
Writers and Readers Festival, and Puaka Matariki Maori
New Year celebrations.




Next steps for hotel investors

The New Zealand Government is
working in partnership with local
councils to actively facilitate
investment into new hotels,

and stands ready to help.

For qualified investors interested in new hotel
developments, the New Zealand Government can:

¢ Educate on the hotel market opportunity
by providing detailed market information,
supporting analysis and indicative financial
modelling detailing forecast revenue streams
and capital cost of development.

Provide introductions to Councils as key local
authority points of contact. Councils can assist
by providing information on the local consenting
and development process, and outlining any
support or local incentives available to encourage
hotel development.

Facilitate introductions with key private sector

parties - helping new market entrants secure the right

local expertise for new hotel developments.
This may include site identification planning,
project management, architecture, construction,
legal support, and finance.

New Zealand Government
collaborating entities

New Zealand Trade and Enterprise (NZTE)

NZTE is the New Zealand Government’s international
business development agency, and focuses on helping
companies grow internationally—bigger, better, and faster—
for the good of New Zealand. NZTE is also the
Government’s investment agency, helping investors

to identify opportunities and build partnerships in

New Zealand. With 50 offices worldwide, NZTE can often
provide a local point of contact in your region.

Tourism New Zealand (TNZ)

TNZ is the organisation responsible for marketing

New Zealand to the world as a visitor destination.

TNZ’s work has been carried out under the umbrella of
the '100% Pure New Zealand’ campaign for over a decade.
The campaign was originally conceived in 1999 and has
evolved over the years to communicate the unique
experiences available to people who visit New Zealand.
TNZ has 13 international offices, two in New Zealand,
and around 160 staff.

Ministry of Business, Innovation and Employment
(MBIE)

MBIE plays a central role in shaping and delivering a strong
New Zealand economy. MBIE develops and delivers policy,
services, advice and regulation to support business growth
and the prosperity and wellbeing of all New Zealanders.

Ready to invest? Contact:

Janice Tay

Investment Manager, Investment
New Zealand Trade and Enterprise
Email: janice.tay@nzte.govt.nz
Phone: +64 9 354 9017

Dylan Lawrence

General Manager, Investment

New Zealand Trade and Enterprise
Email: dylan.lawrence@nzte.govt.nz
Phone: +64 9 354 9016

Appendix

Glossary

Rooms - the number of rooms in a hotel or serviced
apartment complex.

Room Nights Available (RNA) - the number of room
nights that are available to be sold. RNA is the main
measure of capacity for a hotel.

Room Nights Occupied (RNO) - the total number of
room nights occupied by guests within a given period.
RNO is the main measure of demand for a hotel.

Occupancy Rate - the key measure of utilisation
for a hotel. Occupancy rate is calculated as RNO
divided by RNA.

Room Revenue - the total revenue derived by a hotel
from letting its hotel rooms to guests (excluding GST).

Average Daily Rate (ADR) - measures the gross room
revenue derived per occupied room (excluding GST).
ADR is calculated as Room Revenue divided by RNO.
Also known as ‘room rate’.

Revenue per Available Room (RevPAR) - measures the
gross revenue per available room (excluding GST).
RevPAR is calculated as Room Revenue divided by RNA.

GST - Goods and Services Tax. GST is a value-added or
consumption tax, charged at 15 percent on all transactions
within New Zealand.

FIT - free independent traveller.
VFR - visiting friends and relatives.

Star rating - quality rating assigned to a hotel or serviced
apartment by Qualmark (New Zealand’s official quality
assurance organisation).

Unconstrained demand - the number of room nights
that would be spent in hotels if there were no supply
constraints.

Notes

All figures are expressed in New Zealand Dollars
unless otherwise stated and forecasts are in real
2018 dollars.

Front cover

Architectural concept of proposed Hotel Indigo,
Albert Street, Auckland, by 94 Feet Pty. Ltd.
www.94feet.com.au

A project proudly facilitated by NZTE as part of the
Hotel Attraction Project.

Back cover
Night sky over Lake Tekapo, Mackenzie Basin,
South Island.
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