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Supply & Demand Side Blows1
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Unprecedented Global Economic Downturn…
2020 economic outlook

Sources: Moody’s Analytics

Recession 
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…That Is Intensifying 

Source: Moody’s Analytics

2020Q1 2020Q2 2020Q3 2020Q4 2019 2020
January base 2.7 2.9 2.7 2.6 2.5 2.6
March  base 0.7 1.6 3.5 2.8 2.4 1.9
March Update -10.9 -22.1 19.9 4.5 2.4 -4.2
January base 1.5 2.2 1.5 1.2 2.3 1.8
March  base 1.1 -0.4 1.7 2.4 2.3 1.3
March Update -8.1 -30.2 16.6 0.4 2.3 -5.8
January base 7.2 6.6 5.5 5.8 6.1 6.2
March  base -0.9 5.1 11.4 5.8 6.1 4.4
March Update -29.0 14.9 27.7 13.0 6.1 -0.1
January base 2.0 2.4 2.5 2.6 1.1 2.2
March  base 1.3 2.0 2.5 2.6 1.1 2.0
March Update -8.8 -24.3 0.4 7.0 1.1 -6.1
January base 1.2 1.1 1.1 1.1 1.3 1.0
March  base 0.6 0.5 1.2 1.1 1.4 0.7
March Update -3.0 -36.7 25.8 5.8 1.4 -5.6
January base 1.4 1.5 1.8 1.4 1.2 1.3
March  base 0.7 0.8 1.2 1.3 1.2 0.8
March Update -14.8 -40.0 59.3 1.6 1.2 -7.0

Brazil

United Kingdom

Euro Zone

World

United States 

China

Real GDP growth, annualized % change
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Unemployment Spikes

Sources: BLS, Moody’s Analytics
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U.S. Real Estate Prices Slump

Sources: FHFA, Moody’s Analytics
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Epidemiological Assumptions (March 27, 2020)

COVID-19: Upside
S1 Scenario

• 5-10 mil confirmed global infections
• New infections peak in April
• 1.0% case fatality rate
• 8% hospitalization rate
• Infections abate by June

COVID-19
Baseline Forecast

• 10-15 mil confirmed global 
infections

• New infections peak in May
• 1.5% case fatality rate
• 10% hospitalization rate
• Infections abate by July

COVID-19: Downside 
S3 Scenario

• 15-20  mil confirmed global  
infections

• New infections peak in June
• 4.5% case fatality rate
• 20% hospitalization rate
• Infections abate by September



April 2020 16

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

95 00 05 10 15

C B Ba Baa A Aa Aaa

Fed Comes To The Rescue

Sources: Moody’s Investor Service, Moody’s Analytics

Corporate debt outstanding by rating, $ bil



April 2020 17

Lawmakers Act, but Need to Do More

Sources: CRFB, Moody’s Analytics

Cost of Coronavirus Aid, Relief, & Economic Security (CARES) Act

Loans/loan 
guarantees 

for large firms 
& gov’ts:

$510 bil

Small business 
loans/grants:

$377 bil

One-time checks

$290 bil

Business tax 
cuts:

$280 bil

Unemployment 
insurance:

$260 bil

Health:

$180 bil

Aid to 
states:

$150 bil

Trans-
portation
grants:

$72 bil

FEMA:

$45 bil

Safety 
nets:

$42 bil

Education:
$32 bil

Other:
$25 bil
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Running Out of Fiscal Space

Source: Moody’s Analytics
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What Makes Them Different?Hotels:
Operating Business

Unlike other classes of real estate, hotels typically employ staffs anywhere from 8 to 20 persons per 10 rooms.

Properties are reliant on the quality of management, brand affiliation, employees and other factors.

Hotels do not benefit from long-term leases or credit tenancies; the inventory is sold on a daily/nightly basis.

The success of a hotel investment is heavily influenced by multiple parties, each of which may have competing 
and/or complimentary interests in the underlying property.  

E.g.: Owner/sponsor, third party equity investor, lender, property manager and/or brand.  

Regardless of whether a hotel property is 10% occupied, or 100% occupied, the enterprise is exposed to 
significant amounts fixed costs. 

The hotel business is directly tied to uncontrollable “outside” parties including travel agents, internet sites, etc.  

No Credit

Compounded Complexity

Highly Leveraged, High Fixed Cost Business:  

Reliance On Other Intermediaries:  

The Hotel Industry is a Complex and Volatile Business
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U.S. Lodging Industry 2020

Ten Year Increase of Rooms Revenue Metrics & Record 2019

2019 U.S. Hotel Profits At All-time High

Supply ▲ 2.6% ▲ 3.2% ▲ 2.0% ▲ 0.6% ▲ 0.5% ▲ 0.7% ▲ 0.9% ▲ 1.1% ▲ 1.6% ▲ 1.8% ▲ 2.0% ▲ 2.0%

Demand ▼ 1.9% ▼ 5.8% ▲ 7.8% ▲ 5.0% ▲ 3.0% ▲ 2.2% ▲ 4.5% ▲ 2.9% ▲ 1.7% ▲ 2.7% ▲ 2.5% ▲ 2.0%

Occupancy ▼ 4.4% ▼ 8.7% ▲ 5.7% ▲ 4.4% ▲ 2.5% ▲ 1.5% ▲ 3.6% ▲ 1.7% ▲ 0.1% ▲ 0.9% ▲ 0.5% FLAT

ADR ▲ 2.7% ▼ 8.8% ▼ 0.1% ▲ 3.7% ▲ 4.2% ▲ 3.9% ▲ 4.6% ▲ 4.4% ▲ 3.1% ▲ 2.1% ▲ 2.4% ▲ 1.0%

RevPAR ▼ 1.8% ▼16.7% ▲ 5.5% ▲ 8.2% ▲ 6.8% ▲ 5.4% ▲ 8.3% ▲ 6.3% ▲ 3.2% ▲ 3.0% ▲ 2.9% ▲ 0.9%

20192013 2014 2015 2016 2017 20182012
U.S. Hotel 

Performance
2008 2009 2010 2011
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U.S. Lodging Industry 2020

Coronavirus has spread to all 50 states in the U.S. 

> 790,000 cases and > 42,500 deaths confirmed in the nation. (as of 042120)
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U.S. Lodging Industry 2020
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U.S. Lodging Industry 2020
2020 Compared With Same Period 2019 U.S. Hotel Market RevPAR Percent Change

January 2.2% February 1.7%

-11.6% -32.5% -69.5% -80.3% -81.6% -83.6%

San Francisco -45.5% Seattle -66.1% San Francisco -89.3% New Orleans -92.8% Oahu -93.7% Oahu -94.0%

Anaheim -41.8% San Francisco -63.3% New York -86.5% Orlando -90.6% Orlando -92.1% San Francisco -93.5%

Seattle -34.8% New York -54.6% New Orleans -86.5% Miami -90.5% New Orleans -90.6% Orlando -92.4%

New York -20.3% Boston -48.9% Orlando -84.9% Oahu -90.0% San Francisco -90.1% Boston -92.4%

Orlando -16.8% Orlando -46.3% Anaheim -84.6% San Francisco -89.1% Minneapolis -90.0% New Orleans -91.7%

Atlanta -15.1% Anaheim -45.8% Boston -82.4% Anaheim -88.6% Anaheim -89.6% Minneapolis -90.7%

Miami -10.4% San Diego -44.5% Seattle -81.6% Boston -88.1% Boston -89.0% Miami -90.2%

Compiled by LW Hospitality Advisors®

Business travel (particularly 

group) decline greater than 

leisure resulting in 

weekdays hit harder than 

weekends

RevPAR declines increased 

as the week went on; 

Sunday showed the smallest 

decline of 21% and Saturday 

showed the largest decline 

of 46%

National RevPAR decline 

gradually became worse as 

the week went on, starting 

on Sunday down 50% and 

ending with Saturday 

dropping 80%

U.S. RevPAR decline 

accelerated to 80% and 

broadened as leisure 

transient demand also 

ground to a halt following 

several weeks of outsized 

business travel declines

National RevPAR decline of 

81.6% was consistent with 

last week's 80% decline

April 5 - 11

Nearly every public hotel 

company suspended its 2020 

earnings guidance

Group demand continues to 

experience the sharpest 

decline of 58%; Urban 

gateway markets continue 

to underperform

Group RevPAR was down 

96.6% while Transient 

RevPAR declined 80%

Every major U.S. market 

declined at least 70% with 

Miami, New Orleans, 

Honolulu, and Orlando each 

falling off 90% or more

Every major U.S. market 

again declined at least 70% 

with Minneapolis, New 

Orleans, Honolulu, Orlando, 

and San Francisco each 

falling off 90% of more

Unfortunately, more of the 

same

March 1 - 7 March 8 - 14 March 15 - 21 March 22 - 28 Mar 29 - Apr 4
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U.S. Lodging Industry 2020
2020 Compared With Same Period 2019 U.S. Hotel Market RevPAR Percent Change

Period % Change Period % Change Period % Change Period % Change Period % Change Period % Change

March 1 - 7 -45.5% March 1 - 7 -16.8% March 1 - 7 -41.8% March 1 - 7 N/A March 1 - 7 N/A March 1 - 7 -10.4%

March 8 - 14 -63.3% March 8 - 14 -46.3% March 8 - 14 -45.8% March 8 - 14 N/A March 8 - 14 N/A March 8 - 14 N/A

March 15 - 21 -89.3% March 15 - 21 -84.9% March 15 - 21 -84.6% March 15 - 21 -86.5% March 15 - 21 N/A March 15 - 21 N/A

March 22 - 28 -89.1% March 22 - 28 -90.6% March 22 - 28 -88.6% March 22 - 28 -92.8% March 22 - 28 -90.0% March 22 - 28 -90.5%

Mar 29 - Apr 4 -90.1% Mar 29 - Apr 4 -92.1% Mar 29 - Apr 4 -89.6% Mar 29 - Apr 4 -90.6% Mar 29 - Apr 4 -93.7% Mar 29 - Apr 4 N/A

April 5 - 11 -93.5% April 5 - 11 -92.4% April 5 - 11 N/A April 5 - 11 -91.7% April 5 - 11 -94.0% April 5 - 11 -90.2%

Period % Change Period % Change Period % Change Period % Change Period % Change Period % Change

March 1 - 7 -34.8% March 1 - 7 -20.3% March 1 - 7 N/A March 1 - 7 N/A March 1 - 7 N/A March 1 - 7 -15.1%

March 8 - 14 -66.1% March 8 - 14 -54.6% March 8 - 14 N/A March 8 - 14 -48.9% March 8 - 14 -44.5% March 8 - 14 N/A

March 15 - 21 -81.6% March 15 - 21 -86.5% March 15 - 21 N/A March 15 - 21 N/A March 15 - 21 N/A March 15 - 21 N/A

March 22 - 28 N/A March 22 - 28 N/A March 22 - 28 N/A March 22 - 28 N/A March 22 - 28 N/A March 22 - 28 N/A

Mar 29 - Apr 4 N/A Mar 29 - Apr 4 N/A Mar 29 - Apr 4 -90.0% Mar 29 - Apr 4 N/A Mar 29 - Apr 4 N/A Mar 29 - Apr 4 N/A

April 5 - 11 N/A April 5 - 11 N/A April 5 - 11 -90.7% April 5 - 11 N/A April 5 - 11 N/A April 5 - 11 N/A

Compiled by LW Hospitality Advisors®

Atlanta

San Francisco Anaheim Oahu

Seattle

Miami

San DiegoMinneapolis

New OrleansOrlando

BostonNew York
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“Our values are moving, but they’re not moving nearly to the extent equity 

markets.”  
 

“We really don’t understand the full impact of what’s going on.” 

 

“You need to have a long-term outlook.”  

 

“This is a crisis that will pass. We don’t know where we and I’m not going to 

make guesses about how bad this is going to be.” 

U.S. Lodging Industry 2020
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• Sponsors and managers are in defense positioning and company’s with exposure to real estate
are further as equity markets are reacting daily to a highly distressed operating environment.

• Negotiated agreements with various cities and government agencies in connection with wave
of temporary alternative uses as hotels are being utilized for first responders, medical
personnel, quarantine centers, and indigent care.

• Constrained liquidity as lodging debt markets are generally paused particularly CMBS and Debt
Funds which are halted due to illiquidity in the commercial mortgage bond market.

• Existing lenders are generally accommodating 60 to 90-day interest accruing forbearance
agreements, however, expect increased early-stage transaction activity, including: short sales,
loan sales, foreclosure sales, and discounted loan payoffs (DPO).

• Private markets flush with capital in offense and poised to take advantage of the dislocation.

Where We Are NowU.S. Lodging Industry 2020
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The Road BackU.S. Lodging Industry 2020



Daniel H. Lesser
President & CEO

24

New NormalU.S. Lodging Industry 2020
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• Hotels that were already over levered or had stressed cash flows prior to the pandemic cannot
be resurrected via an interest payment forbearance.

• Capital stacks will be restructured and rationalized to create controlling classes and owners of
strong assets who have liquidity will seize opportunities to de-lever on favorable terms and
reinvest in hotel properties.

• Well located hotel assets and high-quality borrowers will be the beneficiaries of initial capital
allocations.

• Significant growth for soft hotel brands will come from conversions of independent boutique
hotels and the sector will consolidate.

• Supply growth will lag reflecting permanent hotel closures in certain cities and fewer (if any)
construction starts for several years.

The FutureU.S. Lodging Industry 2020
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• The "return" of air travel and hotel stays will be in two waves, not one: occupancy then rate.

• Leisure and VFR travel will rebound with strength.

• Some business travel will rebound as other corporate and group meeting/convention travel
may not return for a long time, or even forever.

• Managers will evaluate redundancy in operations to implement opportunistic changes such as
automation.

• Low inflation period will endure keeping cost of goods and services low.

• Energy glut = low utility costs.

• Biological safety will have some permanence, along with operational safety.

The FutureU.S. Lodging Industry 2020
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AGENDA

PRE & POST CRISIS 
STATUS OF MANHATTAN 
OFFICE MARKET
• Rent Trends
• Occupancy Trends
• Leasing Volume
• Concessions

PRE & POST CRISIS 
STATUS OF MANHATTAN 
CO-WORKING MARKET
• Rent Trends
• Occupancy Trends
• Leasing Volume
• Status and Forecast of Industry
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MANHATTAN OFF I CE  MARKET

2011 2012 2013 2014 2015 2016 2017 2018 2019

Leasing (MSF) 27.9 22.3 24.9 29.9 28.1 22.9 28.4 32.4 31.6

Renewals (MSF)* 10.7 11.9 11.3 9.2 5.2 8.5 8.3 6.1 8.0

Total Velocity (MSF) 
Leasing + Renewals*

38.6 34.2 36.2 39.1 33.3 31.4 36.7 38.5 39.6

Absorption (MSF) 6.3 (5.9) 0.2 5.4 (0.8) (3.9) (0.5) 1.7 (2.1)

Occupancy (MSF) 337.7 342.9 344.0 353.8 356.6 347.5 352.7 363.4 368.1

Availability Rate 10.7% 11.9% 11.8% 10.3% 10.4% 11.5% 11.5% 10.8% 11.2%

Asking Rent (PSF) $53.11 $58.84 $63.22 $67.05 $71.85 $72.76 $72.91 $73.36 $80.43

STRONG MARKET POSITION HEADING INTO THE 
CRISIS

Source: CBRE Research. Data as of April 1, 2020.
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MANHATTAN OFF I CE  OCCUPANCY  BY  I NDUSTRY

YE 2019

Source: CBRE Research. | *MSF and % of Total figures do not add up exactly due to rounding 

Financial Services 90.0 MSF 24%
Law 34.9 MSF 9%
Media & Entertainment 34.1 MSF 9%
Technology 28.0 MSF 7%
Apparel/Retail Sales 27.6 MSF 7%
Government 20.7 MSF 5%
Other 20.5 MSF 5%
Professional Services 19.5 MSF 5%
Marketing & PR 16.5 MSF 4%
Coworking/Shared 
Space

15.7 MSF 4%

Health Care 13.7 MSF 4%
Insurance 13.3 MSF 3%
Non-Profit 12.3 MSF 3%
Real Estate 11.4 MSF 3%
Education 10.2 MSF 3%
Telecom/Info Services 8.4 MSF 2%
Arts & Recreation 5.9 MSF 2%

MANHATTAN 
TOTAL  OCCUP I ED

382.5 MSF

MANHATTAN 
TOTAL  

I NVENTORY

414.2 MSF
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MANHATTAN LEAS I NG VELOC I TY

US RECESSION*
NYC EXTENDED 
RECESSION PERIOD*
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Source: CBRE Research. Data as of April 1, 2020. | *US recession as measured by the NBER. NYC recession as measured by 
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NEWS FROM THE  F I E LD

WHAT CBRE IS SEEING ON THE GROUND IN NEW YORK’S COVID-19 RESPONSE
While is it too soon to determine the full impact of COVID-19 on the Manhattan office market, some useful insights can 
be gleaned from what happened during the first few weeks. CBRE professionals have been in constant communication 
with our clients—including occupiers, landlords, investors, property managers and project managers—which has formed 
the basis for following insights on the current state of the market. 

CAPITAL MARKETS
Deals Are Still Happening

AGENCY PROPERTIES
No Adjusted Rents 
(But Increased Concessions)

WAIT AND SEE
Most Transactions on Hold

DISPOSITION
Very Little Surplus Office Space

LEASE EXPIRATIONS
Short-term Extensions for Lease Expirations

COMPLIANCE WITH 
GOVERNMENT DIRECTIVES
Occupancy about 2%

RENT ABATEMENT IS THE EXCEPTION
Creative Negotiations with Landlords

NON-ESSENTIAL CONSTRUCTION
On Hold Through At Least April 26
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MANHATTAN SUBLEASE  SPACE  DATA

Tracking Ratio Of Sublease To Overall Availability
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MANHATTAN 
FLEX  MARKET
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COUNT

445 
(16.5MSF)

125K+ RSF

75-125K RSF

25-75K RSF

10-25K RSF

19

37

165

122

<10K RSF 102

TOTAL

FLEXSPACE LOCATIONS | JANUARY 2020
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MANHATTAN BRIDGE
BROOKLYN BRIDGE

COUNT

57 
(1.7MSF)

125K+ RSF

75-125K RSF

25-75K RSF

10-25K RSF

0

1

29

23

<10K RSF 4

TOTAL

FLEXSPACE LOCATIONS | 2009

Q4 
2019

2009

7.8 MSF
MIDTOWN

5.6 
MSF

MIDTOWN SOUTH

3 MSF
DOWNTOWN

TOTAL16.3 
MSF

TOTAL
1.7 MSF

827% 
growth since 2009

4.1% 
of the Inventory

Harlem, Queens & 
Brooklyn are not left 
behind with 
1.8 MSF of Flex 
Inventory 
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LONG TERM STRUCTURAL  SH I F TS  SHOULD ST I L L  HOLD. .  

Counterparty risk from 
flex space operators

Construction delays

De-densification, de-
concentration  

and BCP

Capital Avoidance Punt Strategies Alternate to expansion & 
contraction options

Fluid Workforce

Landlords viewing flex = 
failed experiment, and not 

keen on operators

Prolonged economic 
stagnation and 

concerns around HSE 
standards 
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