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hile U.S. lodging fundamentals are generally strong, increas-

ing economic trepidation may begin to affect lodging indus-

trv performance, as the Consumer Confidence Index has
softened due to high oil prices, recently announced lavoffs and a
volatile/declining stock market.

It corporate and leisure travel expenditures begin to moderate as a
result, the impact on hotel occupancy levels would be partially tem-
pered by a development pipeline already thinned by the tight capital
markets.

As the pace of business change increases, the lodging industry in 2001
will continue to confront new challenges in areas including, but not
limited to, finance, development, marketing, and operations.

CAPITAL MARKETS GAP

With the lodging industry coming off one of its most productive years
everin 2000, and with many per unit revenues and profits at historically
high performance levels, traditional development theory postulates
that capital for new development should be forthcoming to ease tight
lodging markets. However, several factors are affecting the availability
and cost of capital for both acquisitions of existing properties, and most
particularly, new development.
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