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In 2020, the hotel industry had to endure its worst year
since the financial crisis.

Covid-19 was more
devastating than feared,
but it is astounding how
resilient the industry is”

Decreases in bookings of between 40% and 60%
compared to prior years during the months of the first
lockdown dealt heavy blows to hotel operators. At their
peak, booking decreases of up to 90% were recorded –
in cases where hotels even remained open at all.
Summer 2020 brought a modest recovery in many areas
until the anticipated second wave caused a slump for
operators again.

In December 2020, during the second lockdown, PwC
conducted expert interviews with hotel operators
representing more than 320 hotels with a capacity of
more than 50,000 rooms. The results reveal how the year
of lockdowns has been experienced within the industry
and what its expectations for 2021 are.
The results of these qualitative interviews are
summarized in the following brief study.
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Key questions and answers of the study

Key messages:
What hotel offerings are
proving to be resilient?

1. The comprehensive lockdown in the first quarter of 2021 is
completely exhausting any remaining liquidity. After the
first quarter, it will be a matter of survival for the industry.

To what extent have the stakeholders (state,
lessors, brands) acted as partners during
the crisis and what are the expectations for
the future?

2. The top 7 cities that host trade fairs and conferences will take
the longest amount of time to recover. Pre-crisis levels will be
achieved again in 2023/24 at the earliest.

How is Covid-19 changing the sector and
what trends are pointing the way forward for
hotel operators?

3. Lessors and the state view the situation less critically than
operators. From the standpoint of the operators, it is urgent
that all parties come to the negotiating table in order to develop
viable solutions centered around partnership.
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PwC – legal framework
As was previously the case, the legal framework does not offer sufficient
possibilities to secure liquidity. The short-time working allowance
(Kurzarbeitergeld) is being paid. However, stopgap aid is not flowing in sufficient
quantities and no legal possibilities exist to make more far-reaching changes
when adjusting lease agreements.
With regard to lease agreements, a supplementary legal provision has made it
easier to exercise the entitlement to contract adjustment pursuant to
Section 313 of the German Civil Code (Bürgerliches Gesetzbuch – BGB).
Nevertheless, many uncertainties remain here.

Similarly, in relation to lease agreements, there is still uncertainty surrounding
the exercising of rights to reductions in the event of government-mandated
closures, although the new legal provision has made this more feasible.
No special legal provisions have yet been enacted for the operating agreements
that often run alongside lease agreements. As is the case with lease
agreements, potential recourse to Section 313 BGB is conceivable.
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Review of 2020
(Updated: December 2020/January 2021)

The first lockdown
The lockdown in early 2020
dealt a heavy blow to the
hotel industry – one that was
impossible to anticipate.
Following a good ten years of
continuous growth, the
industry came to a complete
halt due to Covid-19. There
was a year-on-year decrease
in sales revenue of 80-95%
for the period of the first
lockdown.
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The first lockdown was completely unexpected.
Following a brief upturn in summer, the renewed lockdown hit
the sector even harder than in the earlier part of the year.

Between the lockdowns
Summer 2020 brought a moderate recovery and a trend that was at
least positive. The key driver for this was guests from Germany who
went on vacation within the country in large numbers. Room
occupancy in the cities reached modest levels of between 30% and
50% and due to the cost-reduction measures that had been
implemented, oftentimes operating (!) results were not deep in the red.
The leisure segment and, in particular, the tourist destinations of
“mountains” and “sea” contributed towards this recovery.
The segment of business trips, trade fairs, seminars and conferences
performed poorly in almost all establishments throughout all of 2020. In
this context, it was noticed that smaller businesses were more likely to
send personnel on business trips once again while large accounts
continued to show considerable constraint. Therefore, the downturns
were less strongly pronounced in many B and C cities than they were
in A cities where large corporations hold sway.

The second lockdown
“At the nadir of the crisis, a
point was reached where
nothing more could be done
by managers”
While the second lockdown
was perceived as being “more
normal” than the first by study
participants, its economic
impact was nevertheless even
more destructive for many.
Occupancy figures for the
month of December equated to
10-25% of those in the
previous year.
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Review of 2020
(Updated: December 2020/January 2021)

How has 2020 changed the hotel industry?

All hotels have developed comprehensive hygiene
concepts. While cleaning and housekeeping were kept out
of sight prior to the crisis, it has now become a sign of
quality and is starting to define brands. Hotel operators
are seeking the approval of guests through thoughtful
approaches to hygiene.

What’s here to stay?
 Online check-in
 Keyless entry via smartphone
 Quality standards of guests
 Hybrid solutions for conferences
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1st quarter of 2021 – decisive months for the industry

Establishments under construction are opened.
Planned projects are more frequently postponed.

No sustainable recovery
without vaccines

All participants on course
for expansion and
anticipate further
openings. At the same
time, a market shakeout
is expected once
individual market players
exhaust their liquidity.

Liquidity is still sufficient for
the first quarter of 2021.
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At this point, a significant
expansion of hotel
capacities is still expected
throughout Germany.

Will the industry's additional
hotel capacities be more
detrimental than beneficial?

Side note: hotel catering
Participants consistently and very openly
scrutinized their food and beverage
concepts.
“À la carte restaurants did not work
before and this will remain the case”.
Culinary offerings only make sense in
locations where there is nothing else
around.
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State and lessors have not yet realized how precarious the
situation is

New competitors

Neither state nor lessors have responded
sufficiently to date.

Lessors/real estate owners

Existing competition

State
Employees
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Hotel
operators

The state is creating significant
bureaucratic obstacles and
underestimates the urgent need for rapid
assistance.
Operators believe that, following ten
years of shared success, there is still a
lack of willingness among lessors to get
to grips with the current crisis as partners
and on an equal footing.
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Assessment of the stakeholders:
Proprietors/lessors

All stakeholders must accept
some losses.
It is only just that the
proprietors also contribute
towards efforts here”

The image that emerges from the participants’ responses is
highly differentiated.
The larger and more institutionalized the lessor is, the less willing
they are to provide support.
Lessors forget the following:
• Over-performance by hotel operators has always been priced
into calculations with large multiples.
• Contractual participation in revenues on top of high basic rents
does not constitute risk sharing.
• Clauses regarding pandemics are highly unspecific.
• Deferrals do not help and only postpone the problem for later
while key accounting figures continue to deteriorate.

Lessors are, however, “playing for time” and not showing any
great willingness to accept their share of responsibility.

Key messages:
Hardly any concessions have been made by lessors to date. If
rents are not waived, difficulties lie ahead for many operators.
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If lessees default on payments, investors will not be able to serve their
debts either and banks will also feel the effects.
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PwC – available contract design
solutions
Application of Section 313 BGB: agreement of partial lease
reductions for the period of closures and restrictions on operations
within lease agreements.
Risk sharing: agreement of a revenue-dependent lease within lease
agreements, success fees and operating agreements as well as a
reduction in fixed lease/compensation components.
Reset: graduated leases/graduated compensation once business has
restarted.
Flexibilization: flexible rules on how to deal with future waves or new
pandemics.
Rescue during crisis: application of the newly introduced
“restructuring framework” for recovery in the event of imminent
insolvency with the participation of the stakeholders.
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Strategic outlook for the industry – how can the crisis be
overcome?
Important factors for a rapid and successful recovery
Coherent overall concept
Hotels with clear concepts and orientations will be
the winners.
Large impersonal establishments in the middle price
segment are viewed as too interchangeable by most
market participants.
The guest must be cared for. It is becoming more
important to cater for individual needs and “understand”
the guest. Each guest has a different understanding of
luxury and therefore it is all the more important to
“ensure that every guest has a pleasant stay”.
Most study participants anticipate that “luxury” in the
form of “treating oneself” and low-priced concepts
within the economy segment for the wider public will
return more quickly than the other segments.
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Guest mix

1

Domestic
tourists

2

Domestic
business trips –
SMEs

3

Domestic
business trips –
large companies

4

Foreign tourists/
business trips

In 2021 and potentially in subsequent
years, foreign tourists and business
travelers will play a significantly less
important role.
Medium-sized German enterprises are
more likely to send their employees on
business trips than large corporations
and this will contribute towards domestic
demand.
For the coming vacation season, strong
demand is again expected in the area of
domestic tourism.
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Strategic outlook for the industry – which segments will
benefit and recover quickly?
Important factors for a rapid and successful recovery
Guests will continue to book city trips. As one study
participant puts it: “A cities will remain A cities”. This is
especially true when taking a long-term view.
Other participants believe that the A cities will recover
at a significantly slower pace because demand here
was excessively driven by business guests.
International travel restrictions mean that domestic
tourists are tending to make short trips to explore
cities/regions that were previously unfamiliar to them
and such destinations tend to be B and C cities.

1
2
3

Location

Kiel

Sea/
mountains

Hamburg

Berlin

Hanover

B/C cities (e.g.
Nuremberg,
Dresden)

A cities

Essen
Düsseldorf

Leipzig
Dresden

Cologne
Frankfurt am Main

Nuremberg
Heidelberg

4
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Conference and trade
fair locations/
airport hotels

Stuttgart
Munich
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Strategic outlook for the industry – when will the crisis be
overcome?
“People want to travel”

Participants in the study have contrasting views as to
whether this will result in a catch-up effect. While
some operators think a catch-up effect is conceivable,
others rule it out.

“Break-even in 2023/24 at the earliest”

In order to really overcome this crisis, international travel has to be possible without
any restrictions. The majority of participants expect that this will be the case again in
2023/24 at the earliest and it will then be possible to talk about a break-even
occupancy rate of 60-65% throughout the sector. One participant is more optimistic
and believes that at least his hotels will have recovered by the end of 2021.

What price developments can be expected?

In summer 2020, in locations where there was significant demand, some participants
were even able to increase their rates. Generally, rates are expected to remain the same
in future. If there is a further increase in competitive pressure, it could have an effect on
rates. None of the participants have seen any large-scale price war to date. Attempts to
attract customers are taking the form of special offers and goodies rather than changes in
pricing.

How will competition develop?

The longer the crisis and, in particular, the current lockdown last, the more
that dumping prices can be expected due to operators seeking to meet their
liquidity requirements. It is conceivable that foreign chains – especially
those from North America – will seek to penetrate the market and use
extremely low prices to seize market shares from established participants.

Key messages:
There is no consensus among the participants about the duration of the crisis. The majority anticipate that the situation
will normalize from 2023 onwards at the earliest. The longer the crisis lasts, the greater the competitive pressure
will become. The relatively stable price level to date may fall significantly as a result.
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Strategic outlook for the industry – and what happens if the
crisis lasts beyond the first quarter of 2021?
The fate of operators will also affect lessors and
banks.

Operators

If the lockdown and travel restrictions remain in place
beyond the first quarter of 2021, liquidity will dry up
among operators.
This will result in further staff redundancies.

Banks
Investors/lessors
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Lessors/investors will not be able to use the
outstanding rents either to pay out distributions or to
pay interest to the banks.
Loan covenants may potentially be reviewed and the
risk of loans defaulting will increase significantly.
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