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MANAGEMENT GUIDANCE 

FY 2014 

• Adjusted SG&A of ~$320 million. 

• Capex of ~$275m, including about $100 million for investment in new properties. 

o The Company intends to continue a strong level of investment spending 

including: acquisitions, equity investments in joint ventures, debt investments, 

contract acquisition costs or other investments. 

• D&A: ~$360 million 

• Interest expense: ~$70-75 million  

• Open ~40 hotels 

 
QUESTIONS FOR MANAGEMENT 

1. Given your asset recycle strategy, you’ve been very active in the M&A space in Q4. What 

are your expectations of the transactions market for 2015? 

2. What is your target fee contribution as a % of EBITDA by the end of 2015?  

3. Thoughts on share repurchases 

4. What was the impact of Seoul/Bishkek in Q4 2014? 

5. What was the performance of the 4 hotels in France in Q4? What further adjustments 

need to be made? 

6. What’s the growth strategy for Hyatt Place and Hyatt House? 

7. Thinking behind rolling out free WiFi  
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RECENT FORWARD LOOKING COMMENTARY 

Operating margins at owned/leased 

• Operating margins at comparable owned and leased hotels in the Americas increased 

240 basis points, while operating margins at comparable owned and leased hotels 

outside of the Americas decreased by 10 basis points. Operating margins at comparable 

owned and leased hotels outside the Americas continue to be negatively impacted by 

specific market conditions in Seoul and Bishkek in particular. 

o Those market conditions are in, one case, a change in which competitors happen 

to be open and new entrants into the market at Seoul. And in the other case, the 

adjustment period that Hyatt is living through right now due to its closing of a U.S. 

airbase in Kyrgyzstan. The impact of each of those will be lapping in the first 

quarter of next year. So will likely see more normalized year-over-year 

comparisons beginning next year. 

Group 

• Group revenue benefited from higher room night demand from associations and higher 

rates from corporate groups. This increase in group activity also drove food and 

beverage revenue 

o In terms of sub sectors that are performing well, it continues to be concentrated 

among technology companies, technology consultancy companies, and 

healthcare. 

• Booking curve has actually expanded. 

• Rates for business booked in the quarter, for the quarter, increased approximately 12%, 

and this is an indication of higher rates for near-in group business. 

• As for 2015, group pace continues to be up approximately 8% as of the end of the third 

quarter. Hyatt ended 3Q with about 2/3 of group business for 2015 on the books, about 

where they expected. 

Hyatt Place 

• The growth of this brand over the last few years has been very strong. RevPAR has 

increased by over 10% compounded annually over the last two years.   

• Have already opened 17 new Hyatt Place hotels through 3Q 2014. The brand was 

present in just the U.S. until quite recently and now have Hyatt Place hotels in nine 

countries.  

• Future growth outlook is strong as Hyatt have hotels in their executed contract base that 
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represent approximately 65% growth relative to existing system size as measured by 

rooms. 

Hyatt House 

• Performance has been strong and increased RevPAR by almost 8% compounded 

annually over the last two years.  

• Executed contract base for Hyatt House represents 50% growth relative to the existing 

systems size as measured by rooms. 

Playa Hotels and Resorts  

• Adjusted EBITDA associated with equity stake expected to be at the low-end of first year 

expectations, which Hyatt had estimated as $13 million to $15 million. This estimate 

reflects an adjustment for transaction and pre-opening expenses and does not take into 

account any negative effects from the hurricane that damaged the Hyatt Ziva Los Cabos. 

• Expect four additional resorts to be converted by year-end 2015. Expect to open Hyatt 

Ziva Rose Hall and Hyatt Zilara Rose Hall in Jamaica and Hyatt Ziva Puerto Vallarta in 

Mexico in 4Q 2014. 

Hyatt Regency Orlando (converted) 

• Expected to earn $55 million in adjusted EBITDA this year. The group outlook for 

Orlando next year is quite strong with group business expected to increase over 10% at 

the hotel, and Hyatt expects continued strong performance from this hotel over the long-

term. 

Grand Hyatt San Antonio 

• San Antonio market has been strong this year. And the hotel is expected to generate 

approximately $27 million of EBITDA in 2014, which is over 10% above underwriting 

expectations. 

Four hotels in France 

• Performance of these hotels has been below Hyatt’s expectations. Are earning base 

management fees in the range of €5 million per year and Hyatt expects to earn incentive 

management fees during first year of operation. Realized approximately €1 million of 

incentive fees in 2013. However, not currently earning incentive fees, but instead paying 

under an operating performance guarantee. Hyatt currently expects to pay 
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approximately €15 million to €20 million in guarantee payments in 2014. The guarantee 

structure provides for increases in the annual hurdles over the first four years of the 

seven-year guarantee period that began in May 2013. As a result, expect guarantee 

payment to be higher in 2015, possibly in the range of €30 million to €35 million, 

depending on the time of the renovations. Once the hotels are renovated, Hyatt expects 

operating performance to improve and their level of annual guarantee funding to decline. 

(these guarantee funding shows up in other income/expenses line, not in adjusted 

EBITDA) 

• Expect that the near term will continue to be challenging for these hotels. Are working 

with the hotels ownership group to finalize renovation plans, which Hyatt anticipates will 

create some short-term negative performance impact due to rooms being out of 

operation. 

• One of the two hotels in Paris is a very large group that's adjacent to the Palais des 

Congrès Convention Center and group business has been very challenging this year. 

Transactions and openings  

• Will have a larger net negative impact on reported earnings than in 3Q, possibly as much 

as $8 million or about twice the level as in the third quarter. This $8 million figure 

includes the effect of both dispositions and acquisitions. 

• Have a pending sale and several other potential sales, which are not included in the $8 

million impact figure. Specifically, the 38 select service hotels that are pending sale, 

earned approximately $10 million of adjusted EBITDA in the fourth quarter of 2013. The 

seven full service hotels and remaining six select service hotels that Hyatt have on the 

market for sale, earned approximately $7 million of adjusted EBITDA in 4Q 2013. 

o Hyatt closed the 38 select service portfolio sale for $590m and the 5 select 

service portfolio sale for $53m in Q4. 

 
 

DISCLAIMER 
 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  Hedgeye 
Risk Management is not a broker dealer and does not provide investment advice for individuals. This research 
does not constitute an offer to sell, or a solicitation of an offer to buy any security. This research is presented 
without regard to individual investment preferences or risk parameters; it is general information and does not 
constitute specific investment advice.  This presentation is based on information from sources believed to be 
reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies or omissions of information.  The 
opinions and conclusions contained in this report are those of Hedgeye Risk Management, and are intended solely 
for the use of Hedgeye Risk Management’s clients and subscribers.  In reaching these opinions and conclusions, 
Hedgeye Risk Management and its employees have relied upon research conducted by Hedgeye Risk 
Management’s employees, which is based upon sources considered credible and reliable within the 
industry.  Hedgeye Risk Management is not responsible for the validity or authenticity of the information upon 
which it has relied.   
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TERMS OF USE 
 
This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its 
contents are prohibited.  For more detail please refer to the appropriate sections of the Hedgeye Services 
Agreement and the Terms of Use at www.hedgeye.com. 

http://www.hedgeye.com/
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