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$285 million W sale signals hot hotel market
Data shows steady price increases for properties over the past two years 

BY CATHERINE WIGGINTON

When Dubai-based Istithmar bought the 
W Hotel in Union Square for more than 
$1 million per room, the Gulf conglom-
erate crossed a major threshold for New 
York hotel sales. 

The $285 million October deal for 
the 270-room W was the first time the 
$1 million-per-unit threshold had been 
passed in a property not slated for con-
version, according to brokers. 

But that hasn’t been the only big hotel 
buy lately. The investment sales market 
for hotels remains hot, since top proper-
ties still command high room rates amid 
low vacancy levels. 

The Real Deal last month obtained 
data on the top 25 hotel sales in Man-
hattan since the beginning of 2004. The 
data shows steady price increases in big 
hotel buys (see chart). 

Ten of the top 25 priciest deals took 
place in 2004, six took place last year, and 
nine took place through October, putting 
2006 on pace to meet or beat 2004. More 
than 11 hotels have changed hands for 
$200 million or more. (Go to www.the-
realdeal.com for the full chart.)

Prices for this year’s top deals ranged 
from $454,800 to $1 million per room. 

With occupancy rates expected to re-
main between 80 and 90 percent in top 
hotels, most investors are purchasing the 
hotels and keeping them in business for 
their high income streams rather than 
taking profits by converting the proper-
ties to condos. 

That’s an emerging development, said 
Dan Fasulo, director of market analysis 
at Real Capital Analytics. Before, hotel 

buys were more likely to be converted 
to office or residential space as the only 
way to make a return on the investment. 
But buyers like Istithmar are more likely 
to keep running the hotels or have them 
managed by major hotel operators. 

Nine of the 25 biggest buys since 2004 
have been redeveloped or converted to 
condos, more than a third of all proper-
ties sold. But only one of those was in 
2006, when the Mark Hotel on East 77th 
Street was purchased in January by de-

velopers Izak Senbahar and Si-
mon Elias, who plan to convert 
it to a residential condo and a 
condo-hotel project.

Fasulo said the significant 
increase in land prices also af-
fected the hotel market and al-
lows buyers to compete with 
condominium developers. 

Fasulo said the former Tom-
my Hilfiger office building at 
485 Fifth Avenue, which was 
headed for a 50 percent condo 
conversion, will stay a full hotel 
after Hyatt had a higher bid ac-
cepted.

“That’s a major change from 
a few years ago, when residen-
tial dominated the market,” said 
Fasulo. “Nothing surprises me 
anymore.”

Bjorn Hanson, the head of 
PricewaterhouseCoopers’ hos-
pitality division, said recent 
room rate increases are the big-
gest force behind the surge in 
hotel investment.

For the past two years, hotel 
rates have risen significantly, helping the 
industry bounce back after three years 
of post-Sept. 11 economic downturn. In 
2006, hotel rates increased 15 percent, 
higher than analysts expected. “Rates 
won’t continue to increase by 15 percent,” 
said Hanson. “But they will continue to 
rise.” 

Through the end of summer, the year-
to-date average Manhattan room rate 
was $241 a night, up from $217 the year 
before, according to hotel advisory firm 

PKF Consulting.
Hanson said hotels will continue to 

be able to charge higher rates because of 
high volumes of conventions, corporate 
travelers and international visitors. 

Convention travelers are currently 
paying low rates that were arranged with 
hotels three years ago. Hanson said ho-
tels now plan to catch up to the market 
when negotiating convention rates. 

The same goes with corporate rates, 
since hotels can demand higher prices 
from business travelers. International 
travelers also tend to pay higher rates 
because they’re less likely to qualify for 
or have access to discount rates. 

Hanson said there’s also a strate-
gic reason for investing in the city’s ho-
tel market: “International and domestic 
brand hotels recognize the importance of 
a having a New York presence.” 

High occupancy levels are also help-
ing pricing power for hotel sales. The 
occupancy rate for New York this year 
is 84.5 percent, according to Hanson, 
compared to the national 64 percent oc-
cupancy rate. From 2001 to 2004, aver-
age occupancy rates hovered around 74 
to 75 percent. 

Fasulo also said there are no signs of 
a slowdown in the hotel market, and he 
noted that there are a lot more hotel buys 
in the works. “The only thing that could 
curb this,” said Fasulo, “is a major eco-
nomic downturn or some other external 
event.”  TRD

The Drake

Manhattan’s biggest hotel buys, 2004-2006
Date Name Address  Closing Price 

(millions) 
Rooms Price per

Room 
Buyer Seller Franchise

1 August 
2004

The Plaza 768 Fifth Ave $675.0  808 $835,396 El Ad Group Prince Al-Waleed bin 
Talal bin Abdul Aziz  
Al-Saud; Millennium  
Hotels & Resorts

Ritz-Carlton

2 March 
2006

Drake Hotel 440 Park Ave $440.0  495 $888,889 Macklowe Properties Host Marriott Corp Swissotel

3 September 
2005

Essex House 160 Central Park South $423.9  605 $700,684 Mohammed Bin Rashid 
Al Maktoum; Longwing 
Real Estate Ventures 
LLC

Strategic Hotels & 
Resorts

Westin

4 May 2004 Mayflower Hotel 15 Central Park West $401.0  365 $1.098M* Arthur Zeckendorf Goulandris Family -

5 October 
2006

Embassy Suites 102 North End Ave $300.0  463 $647,948 Goldman Sachs Forest City Ratner Embassy Suites

6 November 
2005

Marriott East Side 525 Lexington Ave $287.0  629 $456,280 Morgan Stanley Strategic Hotels & Re-
sorts; Goldman Sachs

Marriott

7 October 
2006

W Union Square 201 Park Ave South $285.0  270 $1.055M Istithmar Related Companies; Star-
wood Capital Group

W Hotel

8 March 
2006

Hilton Times Sq 234 West 42nd St $242.5  444 $546,171 Sunstone Hotel Inves-
tors

Forest City Enterprises; 
Hilton Hotels Corp

Hilton

9 January 
2005

Park Central 870 Seventh Ave $215.0  956 $224,895 Highgate Properties; 
Goldman Sachs

Lehman Brothers -

10 June 2006 Hilton Garden Inn 790 Eighth Ave $208.6  367 $568,263 Rockpoint Group Highgate Holdings; 
Carlyle Group

Hilton  
Garden Inn

(Source: Real Capital Analytics; *hotel demolished for condo project)
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