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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 
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intended solely for the use of Hedgeye Risk Management’s clients and subscribers.  In reaching these opinions and conclusions, 
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for the validity or authenticity of the information upon which it has relied.  
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The maximum 
preferred exposure 

for cash is 100%. The 
maximum preferred 

exposure for each of 
the other asset 
classes is 33%. 
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CHINA     
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CHINA 
Our Reflation’s Rollover Theme @Hedgeye continues to play out 
and it’s not just in commodities. The Shanghai Comp was down 
another     -0.8% overnight and -5.1% in the last month alone (as 
U.S. and European stock markets made all-time highs). The Russian 
stock market was -0.7% this morning and -6.9% in the last month. 



OIL    
Oil was smashed -4.7% yesterday so now this gets interesting as WTI 
registers an immediate-term oversold signal (within a bearish TREND) 
at $44.90. Both the XLE and XOP are signaling the same; will they 
bounce for a trade? As opposed to trading with implied volatility 
DISCOUNTS (like they had as consensus longs), XLE now has a 
+37% implied volatility PREMIUM vs. 30-day realized. 



UST 10YR 
Up as reflation rolls over – that’s interesting – is it discounting a rate of 
change acceleration in U.S. jobs this morning? Don’t forget that the 
compares for non-farm payrolls get easy from this month until 
December; risk range on the 10YR implies not a lot of upside from 
2.35% however at 2.25-2.39% - looks range bound with inflation 
expectations falling fast. 



GAMING, LODGING, & LEISURE  

TODD JORDAN 
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LONG  US HOTELS 
AND HOST HOTELS 
& RESORTS (HST) 
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 Remain positive on the hotel sector and HST with expectations of calendar adjusted 
 RevPAR Acceleration in Q2 

 Hedgeye Macro Team forecasting 2H GDP pick up – RevPAR highly correlated to GDP 

 Hedgeye GLL team’s forward looking tools all pointing toward RevPAR acceleration  

• Forward ADR Survey indicating rate acceleration for the first time in a year 

• Our Leading Indicator RevPAR model suggests Q2 RevPAR acceleration 

• RevPAR Trend Model based on known industry data through April also pointing to acceleration 

 HST 2017 RevPAR guidance implies no pick up in GDP or RevPAR growth through 2017. 
 Even under that scenario, the midpoint of guidance is very achievable 

 HST valuation in line with current REIT average but below REIT average during 
 decelerating RevPAR periods. Multiples expand 2x in accelerating RevPAR periods. 

 We see 25%+ upside on multiple expansion alone and the potential for another 5-10% 
 EBITDA growth all while collecting a 4.5% dividend 

 

HST AND HOTELS | KEY POINTS TO OUR LONG THESIS  
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HOTELS | REVPAR TREND MODEL SUGGESTS LIFT IN 2H 

The last few weeks of STR data have been better than expected and are contributing to a higher than consensus/guidance trend even 
assuming no economic pick up. The Easter shift affects April, but this trend model indicates some acceleration in the following months, which 
could help propel the stocks.  

DATA SOURCE: STR, HEDGEYE ESTIMATES 
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NOTES 
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HOTELS | FORWARD ADR SURVEY INDICATING STRENGTH  

After months of range bound ADR growth, our forward looking survey suggests ADR lift may be on the way. We expect operators to 
hold occupancies so ADR should drive RevPAR. As indicated by the chart on the left, there is efficacy in our survey vs. the actual US 
ADR growth.  The chart on the right shows that, excluding the Easter period for both March and April, room rate growth may 
have accelerated sequentially in April. Forward rates through the first half of May suggest a continuing trend. 
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HOTELS | MACRO LEADING INDICATOR REVPAR MODEL 

Proprietary leading indicator model suggesting significant acceleration could be on the horizon...   
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DATA SOURCE: STR, HEDGEYE ESTIMATES 
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HST | FAVORABLE SENTIMENT SET UP 

Lowest number of “buys” in the last two years suggests sell side bearishness on HST.  Short interest relative to its 3-YR average and 
+1 STDEV remains elevated and could serve as additional fuel for the stock as the hedge fund trade continues to be long the hotel 
brands and short the hotel REITs 
DATA SOURCE: FACTSET 
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HST | REIT MGMT TEAMS FOUND RELIGION (FINALLY) 

After last year’s borderline embarrassing forecasting, REIT management teams have lowered the bar, big time. For full year 2017 
guidance, management teams have found religion in conservatism, and for some industry outperformers (HST), upside could be 
that much better. For HST, we think 2017 guidance will be met even with no economic acceleration.  
DATA SOURCE: COMPANY FILINGS  
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NOTE: EACH QUARTER REFLECTS THE COMPANY’S 2016 COMPARABLE 
REVPAR GUIDANCE MID-POINT 

REIT
ACTUAL

2016

PK 0.0% 2.0% --- --- 0.5%
PEB -1.0% 1.0% 2.0% 4.0% 2.4%
XHR -2.0% 0.0% 2.0% 4.0% -0.3%
XHR (1) -1.0% 1.0% --- ---

CHSP -3.5% -1.5% 5.0% 7.0% 2.3%
HST 0.0% 2.0% 3.0% 4.0% 2.7%
DRH -1.0% 1.0% 2.0% 4.0% -0.2%
FCH 0.5% 2.5% 3.5% 5.5% 0.9%
SHO 0.5% 3.5% 2.5% 5.5% 1.3%
SHO (2) -1.0% 2.0% --- ---

(1) ex. Houston

(2) ex. Wailea Beach Resort

INITIAL 2017

GUIDANCE

INITIAL 2016

GUIDANCE 

FULL YEAR 2017 RevPAR GUIDANCE 
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HST | REVPAR ACCELERATION = MULTIPLE EXPANSION 

Decelerating to Accelerating RevPAR Multiple…Valuation for full service REITs is slightly below the 5-YR trailing average as 
indicated by the table, with PK at the very low end.  As shown on the right, if RevPAR were to inflect, it would be reasonable to 
assume that REITs could trade at multiples 1-2 turns higher. 2 turns for HST implies 20% upside in the stock.  
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NOTES 
(1) DECELERATING REVPAR PERIOD = (1Q 2015 – PRESENT), ACCELERATING = (1Q 2013 – 1Q 2015) 

(2) WE USED TOP 25 REVPAR  GROWTH AS OUR PROXY  
(3) MULTIPLES INDICATE NTM EV/ EBITDA FOR: DRH, HST, LHO, PEB, SHO, AND FCH 

DATA SOURCE: FACTSET, HEDGEYE ESTIMATES 

REIT HIGH LOW AVG. CURRENT

HST 14.7x 9.6x 12.7x 11.5x
DRH 15.5x 8.9x 12.6x 11.5x
LHO 15.7x 9.3x 12.3x 11.5x
PEB 16.6x 9.3x 12.9x 13.0x
SHO 15.1x 9.5x 12.2x 12.7x
FCH 15.1x 9.7x 12.6x 11.6x
XHR 12.0x 7.6x 9.6x 11.0x
PK --- --- --- 11.1x

NOTES

1 CURRENT MULTIPLES ARE AS OF THE WEEK ENDED 5/4/2017

2 XHR's RANGES ARE ONLY AS OF 3Q 2015

NTM EV / EBITDA (TRAILING 5-YEAR)
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HST | RISKS TO OUR LONG THESIS  

 

 

 Higher interest rates 

 Interest Rates are inversely correlated to multiples 
but for multiple expansion, RevPAR acceleration 
dominates interest rate rises 

 Multiples are already low  
 

 Supply headwinds: Hotel Supply + Airbnb Supply  

 HST’s higher group exposure, and unique big box 
hotel portfolio provides cushion against Airbnb  

 Traditional hotel supply growth is still below historical 
average but could be a longer term issue 

 Stronger dollar to impact foreign visitation 

 Stronger domestic economy and consumer 
confidence could be the offset to any weakness. 

 Key inbound markets NYC and Hawaii have been 
steady in the YTD as well.  

 

MACRO TO DOMINATE HEADWINDS 
POTENTIAL 
NEGATIVES 

POTENTIAL 
POSITIVES 



MACRO GRIND 
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 S&P REV. & EARNINGS COMPS & SCORECARD 
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 HEDGEYE SECTOR RELATIVE PERFORMANCE 
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 HEDGEYE STYLE FACTOR PERFORMANCE 
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 HEDGEYE RATES & SPREADS 
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 CFTC NON-COMMERCIAL NET LONG POSITIONING 
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 MARKET SHARE VOLUME & TOTAL VALUE TRADED  
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 KEY $USD CORRELATIONS 
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