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EXECUTIVE SUMMARY

1. Study Objectives and Purpose

The South Hampshire Hotel Futures Study was undertaken by Hotel Solutions between

January and April 2010 for the Partnership for Urban South Hampshire (PUSH) and

Tourism South East. The objective of the study was to build on previous hotel sector

research covering South Hampshire to provide a comprehensive and up -to-date

understanding of the future potential for hotel development across the Sub Region

and to determine how PUSH can best support and inform the development of the

hot el sector in South Hampshire as the Sub Regi on

develop over the next 20 or so years.

The report was completed before the general election in May 2010 and before the
coalition governmentds announ gtherebandonmentofJul y 2010
regional spatial strategies. Information relating to development sites and economic

growth is under review and may need to be revised.

2. Current Hotel Supply

There are currently 98 hotels in South Hampshire with a total of just over 6,400 letting

bedrooms. South Hampshire has a mix of branded and independent 3 and 4 star

hotels, Holiday Inn Express upper -tier budget hotels and branded budgets hotels

spread across the Sub Region. Small boutique hotels have also started to develop in

Southampton and Southsea and serviced apartments have begun to develop in

Sout hampton and Portsmouth. South Hampshireds 4 s
primarily in the M27 Corridor. There is only one 4 star hotel in Southampton city centre

and no 4 star hot el in Portsmouth city centre. There have been relatively few new

hotel openings in South Hampshire in the last 5 years. The only significant new hotels

have been the Juryds I nn in Southampton, which op
budget hotels in Southam pton and Portsmouth, which opened in 2008. The Dolphin

will reopen in Southampton in May 2010 as a 4 star hotel following a major

refurbishment and expansion programme.

Hotel Solutions i July 2010
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3. Hotel Development Proposals

There are currently proposals and ideas at various st  ages for at least 43 new hotels
across South Hampshire, which could deliver almost 5,000 new hotel bedrooms if they

all went ahead. Many already have planning permission. Others are at earlier stages

of consideration and some are longer  -term possibilities as part of planned
employment zones and strategic development areas. No hotel schemes have yet
announced start dates and some have been put on hold as a result of the current
economic climate. It is unlikely that all of the proposed hotel schemes will proc eed.
The main focus of proposed hotel development activity is on Southampton and
Portsmouth. Many of the proposals in the two cities are at the 4 star level. Hotels are

also proposed or being considered in most other parts of South Hampshire.

4, Current Hotel Performance

Hotel performance in South Hampshire varies substantially by location and standard

of hotel. 4 star hotels and some 3 star hotels in Southampton achieve high levels of
room occupancy and achieved room rate 1. The cruise market and the Boa t Show
provide a significant boost to hotel demand here. 4 star hotel performance is not as
strong in Portsmouth. Achieved room rates for 3 and 4 star hotels in Portsmouth are
relatively low due to the nature of corporate demand here. 3 and 4 star hotels i n
other parts of South Hampshire are generally trading at comparatively lower levels of
occupancy achieved room rate. Southampton is the only location in South Hampshire
where hotels are trading at the levels required to support new build 4 star hotel

deve lopment. Budget hotels across South Hampshire trade at very high levels of
occupancy and consistently turn away business because they are full both during the
week and at weekends in most parts of the Sub Region, at times to a fairly significant
degree. Bu siness turned away from budget hotels has increased substantially since
November 2009 in many locations. The small boutique hotels in Southampton and
Southsea are trading well and can achieve high room rates. Serviced apartments in
Southampton and Portsmou  th are achieving high levels of occupancy. In line with the
national trend hotel performance in South Hampshire has clearly been affected by

the recession in 2009, with most hotels of all standards reporting a fall in occupancy
and achieved room rate. The  budget hotel sector appears to have been less

affected.

! The net price that hotels achieve per room sold after deduction of VAT, breakfast (if
included in the room rate), discounts and commission charges)

Hotel Solutions i July 2010
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5. Future Market Prospects

South Hampshire is set to undergo transformational change over the next 20 years

that will result in significant employment and population growth. The development of

the Sub Regionds economy and major office and busin
drive significant growth in corporate demand for hotel accommodation, which will be

a key driver for new hotel development. Planned construction and infrastructure
development projec  ts should generate significant demand for budget hotel
accommodation from the contractors market. The development of the Rose Bowl

could drive growth in conference tourism in this part of the Sub Region. The cruise
market is set to continue to grow strongl y in Southampton and potentially also in
Portsmouth. The planned investment in the South Hampshire leisure tourism offer,
particularly in Southampton and Portsmouth, will help to boost weekend leisure
demand. The expansion of Southampton Airport should res ult in increased demand
for hotel accommodation from air passengers and aircrew. Demand from people
attending weddings and family parties and people visiting friends and relatives will

increase as South Hampshireds popul ation grows.

6. Hotel Developmen t Opportunities

The growth in demand for hotel accommodation that the development of the Sub

Regi onds economy and tourism offer and increase |
create opportunities for significant new hotel development across South H ampshire.
Hot el Solutionsd® analysis suggests that the Sub R

up to 38 new hotels and an additional 3,645 new hotel bedrooms over the next 21

years, creating around 1,500 direct jobs, together with indirect jobs in the cater ing,
entertainment and retail sectors. These could include some of the currently proposed

hotels together with others that may come forward. The envisaged increase in the Sub
Regionds hot el supply would equate to an average
bedroo ms per year across South Hampshire between 2010 and 2031, which compares

to the average annual increase in hotel bedrooms in the Sub Region of 172 between

2004 and 20089. 4 star hotel development will be focused primarily on Southampton.
Portsmouth could al so see the development of a 4 star hotel in the longer term and

the proposed Hilton 4 star hotel at the Rose Bowl may go ahead. 3 star hotel

development will also be focused at Southampton and Portsmouth. There could also

be an opportunity for a 3 star hot el at Eastleigh Riverside. Elsewhere in the Sub Region,
the opportunities will primarily be for budget and possibly upper -tier budget hotels.
There is also scope for hotels of these standards in Southampton and Portsmouth,

together with potential for bouti  que hotels and serviced apartments to develop here.

Hotel Solutions iii July 2010
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The table below sets out Hot el Solutionsd assessm

possibly be developed across South Hampshire in the next 21 years and the new jobs
that they would create.  In addition to these hotels, small boutique hotels could also
develop in some parts of South Hampshire e.g. Southsea, South Hayling and Romsey;
pub accommodation may develop across the Sub Region; and country house hotels

could develop in rural/ non  -urban locations, giv en suitable properties for conversion.

SOUTH HAMPSHIRB POSSIBLE NEW HOTELS & JOBS 202031

Location/Standard of Hotel New New New
Hotels Hotel Jobs
Bedrooms
4 Star? 3 490 392
3 Star 1 150 50
Boutique 3 150 120
Budget/Up per -Tier Budget 4 400 89
Serviced Apartments 3 150 33
Southampton City Centre Total 14 1340 684

4 Star 1 150 120
3 Star? 2 350 117
Boutigue 1 50 40
Budget/Upper -Tier Budget 5 500 111
Serviced Apartments 1 50 11
Portsmouth Total 10 1100 399

4 Star3 1 175 140
3 Star 1 150 50
Budget/Upper -Tier Budget 4 300 67
Southampton/Eastleigh M27 Corridor 6 625 257

Budget/Upper -Tier Budget

N

200

Budget/Upper -Tier Budget 2 200 44
Country House Hotel 4 1 50 40
Fareham Total 3 250 84

44

Havant/A3 Corridor Total

N

200

44

Budget 2 100 22
Gosiort Total 2 100 22
Budget 1 30 7
Hythe/Marchwood/Totton Total 1 30 7
TOTAL SOUTHHAMPSHIRE 38 3645 1497
Notes:
1. Includes The Dolphin that reopens in Southampton in May 2010 with 90 bedrooms

I ncludes

t he

proposed

Juryos

I nn

2.
3. Assuming that the Hilton at the Rose Bowl will go ahead
4.

Assuming that the proposed hotel at Coldeast Hospital will be progressed
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In terms of timing, South Hampshire is likely to see relatively few new hotel openings in
the next 5 years. Hotel development activity should then accelerate after 2015 as the

major regeneration and development schemes are progressed and c ompleted.

7. The Hotel Developer Perspective

There was interest from 26 hotel developers, investors and operators in developing

hotels in South Hampshire, with requirements for 40 brands. The interest expressed
covered the range of offers from 4 star/I uxury through to budget and pub
accommodation. It also included a number of innovation brands, new to the UK and
Europe, and niche offers including country house/spa and emerging long stay brands.

Nine locations across South Hampshire were identified as targets for new hotel
development. Southampton attracted the greatest amount of interest with 31 brands
seeking representation here, followed by Portsmouth with 25 brands. Eastleigh and
Fareham attracted interest from 9 and 10 brands respectively, with H avant, Gosport,
Southsea, Waterlooville and Hythe/Marchwood attracting interest from 1 -4 brands. 4
star, boutique and long stay interest was focused on Portsmouth and Southampton,

with some 3 star and upper tier budget interest here and at Fareham and Eas tleigh. In

the majority of other target locations the interest was at budget level.

Hotel companies face a number of challenges when seeking to acquire and develop
hotels in South Hampshire, and more widely. Securing finance is currently at the top
of their agendas, followed by the difficulty of acquiring sites. Securing planning
remains a major obstacle, particularly in terms of the application of the sequential test
when demand drivers are located out of town. Planning conditions and design and
car parking requirements were also identified as barriers, increasing the cost of hotel
schemes, often to a point where they may no longer be viable. The application of
BREEAM standards has had a similar effect. The impact of flood risk and policies to
protec t employment land are also constraining the delivery of sites with hotel
development potential. Unrealistic expectations on value from site owners, and a
mismatch between destination aspirations and hotel market potential were identified
as further challe nges, as was access to good, focused information on destinations
and a responsive and joined up approach on behalf of local authorities to investment

and development enquiries.
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8. Requirements for Supporting the Development of the South Hampshire Hote
Sector

Key requirements for supporting the development of the hotel sector in South

Hampshire as the Sub Regionés economy and tourism

e A positive planning policy framework that:

0 Recognises the importance of hotels in sup  porting business
development and tourism growth and the contribution that they can
make to employment growth in terms of both direct and indirect jobs;

0 Responds appropriately to the market potential for hotel development
across the Sub Region and market de  mand in terms of the location of
new hotels;

0 Recognises the economics of hotel development and the commercial

implications of planning conditions and planning delays.

The South Hampshire Hotel Futures Study provides a lot of detailed evidence
and guidance about hotel development opportunities and requirements for
supporting hotel devel opment for the Sub Regi o

as they move forward with their Local Development Frameworks in terms of:

o Finalising and reviewing their Core Strat egy DPDs;

o0 Preparing site allocations and development management policies
DPDs;

o Developing Area Action Plans, development briefs and masterplans for

specific locations and sites.

Appendix 12 to the main Hotel Futures Study report sets out a schedule of the
DPDs, AAPs and SPDs that the Sub Regionds | oca
over the next 2 years and highlights the issues that each of these documents

will need to consider in relation to hotel development.
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e A spatial strategy for hotel development across South Hampshire that seeks to focus
new hotels at each level of the market to where they will have the greatest fit with
market potential and can best support regeneration objectives, recognising the need
for a balance between town and city centre hotel development and new hotel
provision in out -of-town locations where there are new drivers of demand such as
business parks and major sports stadia, visitor attractions and events venues. The table
overleaf sets out a suggested spatial strategy for hot el development in South
Hampshire identifying the key locations that are likely to be able to support hotel
development across the Sub Region and the standard of hotel that is most suited to
each location (indicated by a tick in the relevant column). This is not intended to be
a prescriptjaeaekésdraioghtn basis for allocating sit
generally seen as being required other than in very specific circumstances where the
allocation of sites or properties for hotel development m ay be desirable. The strategy
is intended more as a market -based guide to help focus hotel development in line
with market potential and to locations where new hotels can make an optimal
contribution to wider destination and economic development initiative S. There should
be an element of flexibility around this spatial strategy to accommodate opportunities
that cannot readily be categorised or anticipated at this stage, but which can

demonstrate a clear destination benefit and market foundation.

The sugge sted spatial strategy focuses new hotel development in Southampton and
Portsmouth, particularly in terms of 3 and 4 star hotels, boutique hotels and serviced
apartments, with hotel development in other parts of the Sub Region being primarily
at the budget or upper -tier budget level, with the exception of Eastleigh Borough,
where 3 and 4 star hotel proposals may be progressed. This is very much in line with

the 6cities firstd strategy that PUSH is now purs

The spatial strategy shows potential for hote | development in a wide range of
locations across South Hampshire. In most parts of the Sub Region these opportunities
are on an either/or basis. It is not suggested that hotel development can take place

at every level in the market in every single locatio n. What is likely to happen in
practice is that potential opportunities for hotel development in some locations will fall
away or be pushed into the longer term as new hotels are progressed in other

locations.
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SOUTH HAMPSHIRE PROPOSED SPATIAL STRATEGYRFHOTEL DEVELOPMENT

Location

Southampton City Centre/Waterfront

Vv

\

Boutique

\

Most Suitable Standard of Hotel

Upper -Tier

Budget

V

Serviced
Apts

Vv

Vv

Country
House

Woolston

Portsmouth City Centre

Gunwharf Quays/The Hard

Southsea

M27/A27 Corridor

Eastleigh Town Centre

<|I<|<|I<

Eastleigh Riverside

Rose Bowl

N/NE Hedge End SDA

Fareham Town Centre

North Fareham SDA

Dacdal us/ Gosport Waterfront/Hol | | | | v |y |

Whiteley (Solent Business Park/Whiteley Outlet Village)

West of Waterlooville MDA

Havant A27/A3 Corridor

Waterlooville

Dunsbury Hill Farm

Hayling Island

Romsey

M27 Corridor

Hythe/Marchwood/Totton !/ | v | | v | |

Rural Test Valley, Winchester, Fareham. East Hampshire

Source: Hotel Solutions
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e The provision of good quality, up  -to-date factual data and information to hotel
companie sto help them to objectively assess hotel development opportunities
and alert them to future growth and new drivers of demand that could give rise

to opportunities for hotel development.

e A co -ordinated approach to dealing with hotel developers across Sou th
Hampshire with designated lead contacts at PUSH and within each local
authority and the possible establishment of the South Hampshire Hotel

Investment Forum of local authority officers.

e Support for the development of the South Hampshire hotel market in terms of:

o Effective destination marketing;
o0 Inward investment to attract the type of companies and business
functions that will generate strong corporate demand for hotels;
0 The possible development of a purpose  -built conference centre in
Southampton and/o  r Portsmouth;
o Continued investment in the Sub Regionds |
0 Addressing transport infrastructure barriers for Gosport;

0 Supporting staff training and development in the hotel sector.

9. Next Steps

Key next steps in progressing the recomme  ndations of the Hotel Futures Study (once it

is finalised and agreed) will be to:

Disseminate the study findings effectively to local authority partners and other

relevant public sector bodies;

e Decide how best to progress and resource work to help inform and support
hotel developers community that are interested in progressing hotel projects in
South Hampshire;

e Provide appropriate feedback to the managers and owners of existing hotels in
South Hampshire;

e Putin place a plan and resources to keep the requir e information on the hotel

sector up to date.
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10. Concluding Summary

The South Hampshire Hotel Futures Study identifies significant potential for new hotel
devel opment and investment in existing hotels as
leisure tourism off er develop and major regeneration and development schemes are
progressed. The development of hotels in South Hampshire will play a key role in
supporting economic development in the Sub Region and will contribute to PUSH
employment growth targets. PUSH and its local authority partners can play a role in
supporting and managing this future hotel development by establishing a positive

and market -responsive planning policy framework for hotel development and
providing information and support to hotel developer s that are interested in
developing hotels in South Hampshire. The Hotel Futures Study provides much of the
information and analysis that PUSH and its partners will need to fulfil these roles. It is
now for PUSH and its partners to translate the study find  ings and recommendations
into a sustainable strategy and policy framework for hotel development in the Sub

Region.
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INTRODUCTION

1.1

Background

The following report sets out the findings of the South Hampshire Hotel Futures Study
that was undertaken by Hot el Solutions between January and April 2010 for the

Partnership for Urban South Hampshire (PUSH) and Tourism South East.

PUSH brings together 11 local authorities to deliver substantial economic and housing
growth in the cities of Southampton and Portsmo uth and the other core urban areas
of South Hampshire (Appendix 1 provides a map of the South Hampshire Sub Region).
The Partnership is working on some challenging targets that aim to raise GVA (Gross
Value Added) economic performance from 2.75% in 2006 to 3.5% by 2026; create
59,000 new jobs; develop nearly two million square metres of additional employment

space; and build an average of 4,000 new homes per year through to 2026.

This economic and population growth, together with envisaged growth in touris m as a
result of the development of the areads visitor
product, the continued expansion of the cruise market in Southampton and the

planned expansion of Southampton airport should result in a significant increase in

demand for hotel accommodation in the PUSH area and support the development of

new hotels. Hotel development will in turn make a key contribution to supporting

future economic development, business growth and tourism development in the PUSH

area. Hotels are a key part of the infrastructure that companies need to do business.

New hotels will create jobs and should result in growth in leisure tourist markets and

possibly conference tourism.

PUSH is therefore interested in more fully understanding the op portunities for the
development of the hotel sector that its growth agenda may give rise to and to

determine how it can best support and inform the development of the sector as the

planned growth takes place. It has thus commissioned Hotel Solutions to und ertake a
detailed study of the hotel market across South Hampshire and its future growth

potential.

Hotel Solutions 1 July 2010
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1.2.

The study builds on the previous research (listed at Appendix 2) that Hotel Solutions

has undertaken since 2001 to monitor hotel performance and develo pment activity in
Hampshire, assess hot el devel oper interest
and evaluate suitable sites for new hotels. This has included the Hampshire Hotel
Trends Survey undertaken for Hampshire County Council in 2001, 2005 and 2008 and
more detailed Hotel Futures studies for Portsmouth, Havant, Test Valley, East

Hampshire and Gosport.

All of this research has consistently identified opportunities for hotel development
across the PUSH area and numerous proposals for new hotels . No work has however
been undertaken to date to assess hotel development opportunities across the whole

of the PUSH area or to establish a more co  -ordinated and strategic approach to hotel

development and hotel investment marketing across the Sub Region.

Study Objective and Purpose

The objective of the study is to build on and up  -date all of the previous hotel sector
research covering the PUSH area to establish a more strategic, co -ordinated and
proactive approach to hotel development across the Sub Regi on in order to optimise
the contribution that hotel development can make to economic, employment and

tourism growth in the PUSH area.
The study provides:

0 Up to date information on hotel performance and hotel development
proposals across the PUSH area, in cluding an assessment of the impact of the
current recession;

0 An assessment of the prospects for future growth in hotel demand across the
PUSH area and the likely key drivers of this growth in terms of major
development projects and markets that look likel y to expand;

0 An assessment of the opportunities for new hotel development across the
PUSH area over the next 10 -15 years in terms of the size, standard and type of
hotel best suited to each part of the Sub Region;

o0 Recommendations for a future hotel develop ment and hotel investment

marketing strategy for the PUSH area.

Hotel Solutions 2 July 2010
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0 An overview of the potential for developing conference tourism in the PUSH
area and what would be required to do this in terms of conference and
exhibition venue development, public sector investment, new hotels,

conference marketing and infrastructure development.
e The purpose of the study is to:

0 Encourage a more strategic and co -ordinated approach to hotel
development across the PUSH area,;

o Inform the preparation of relevant Local Developm ent Documents, including
site allocations DPDs;

o Inform and support PUSH -wide hotel investment marketing activity;

o Inform other relevant PUSH strategies for economic development and tourism.

1.3. Scope of the Study
e The study has sought to assess:

A The scope for upgrading and expanding existing hotels;

A The potential for the development of new hotels of all standards and types

(Appendix 10 provides a glossary of hotel definitions):

o Sstar
o 4 star
o 3star
0 Budget

0 Upper -tier Budget 1
0 Boutique hotels 2

0 Suite hotels 3

! Brands such as Express by Holiday Inn, Ramada Encore and Hampton by Hilton that offer a 3 star

standard bedroom product but limited hotel facilities and services.

2 High quality hotels, usually relatively small and often independently operated, that feature

contemporary design and high standards of service. They usually have a good quality but fairly informal

dining offer and generally few other hotel facilities and services.

3 Hotels that offer 1 and 2 -bedroom suites, usually with separate living and working areas and sometimes
kitchens. The concept has developed in the US. Itis particularly aimed at long -stay corporate guests.

Hotel Solutions 3 July 2010



South Hampshire Ho tel Futures d Final Report

0 Serviced apartments !
o0 Country house hotels

o Golf hotels/ resorts

e The study provides an assessment of hotel performance and markets and
development opportunities for the following market areas 2 within South Hampshire

(shown on the map overleaf):

A Southampt on City Centre

A Southampton/Eastleigh M27 Corridor
(Eastleigh Borough, those parts of Test Valley Borough that fall within South Hampshire, the
outer fringes of Southampton and those parts of Winchester City that fall within South
Hampshire other than White ley and Solent Business Park)

A Hythe/Marchwood/Totton
(the parts of New Forest District that fall within South Hampshire)
A Fareham/Whiteley
A Gosport
A Portsmouth
A Havant/A3 Corridor
(Havant Borough excluding Hayling Island and the parts of East Hampshire Distri ct that fall

within South Hampshire)

A Hayling Island
e These market areas are areas where hotels are competing in broadly the same
corporate markets for hotel accommodation, albeit that there are further more local
sub markets in some areas and some overlap between some of the market areas.
They have been defined from our discussions with hotel managers as part of this and
other studies that we have undertaken of the hotel market in South Hampshire. The
market areas do not correspond to local authority bound aries, other than the

Portsmouth market area.

! Serviced apartments are an emerging alternative to hotel accommodation in the UK. They are either
residential apartments or purpose  -built serviced apartment blocks that are let out on a nightly basis and
serviced daily, sometimes with breakfast p  rovided, usually for guests to prepare themselves in the
apartment.

% Areas where there are clusters of hotels that trade in broadly the same corporate market

(with the exception of Hayling Island, which is identified as a distinct leisure tourism

destinat ion)
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1.4. Study Methodology

e The study has involved the following modules of research:

A An audit of the existing supply  of hotels in the PUSH area. This has included
inspected, branded and non  -inspected/branded hotels and identifies recent
changes in hotel supply in terms of new hotel openings and the refurbishment
extension, re -branding and closure of existing hotels. The audit has been based
on a review of the local authority destination marketing websites tha t cover the
PUSH area and a review of the main UK Internet hotel booking sites. The audit
has included all star -rated and branded hotels (irrespective of size) and non
inspected and unbranded hotels and inns that describe themselves as hotels in
their mark eting websites. Some of the smaller establishments that fall into this
latter category are probably more appropriately classified as guest

accommodation.

A A review of current proposals for new hotels and investment in existing hotels
across the PUSH area, based on information provided by the local authorities

and our discussions with hotel managers and companies.

A Interviews with the managers and owners of existing hotels to gather information
on performance and market trends in 2008 and 2009, future invest ment plans
and views on business prospects in 2010 and 2011. A total of 61 hotels, inns and
serviced apartment operations were interviewed (listed at Appendix 3) through
a programme of telephone interviews and postal and email surveys. Our
grateful thanks are extended to these hotels for having given freely of their time

and information.

Hotel interviews were conducted on a strictly confidential basis. In some cases it
has not been possible to report all of the findings as this could give an insight into
the performance of individual hotels e.g. where only one 4 star hotel was
interviewed in a particular location. Every attempt has been made to ensure

that this has not happened in the report.

Hotel Solutions 6 July 2010
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The only major hotels for which performance data and market trend information

was not obtained were the De Vere Grand Harbour in Southampton (although

we have some insight into the performance of this hotel from our other sources),

Marriott Meon Valley, Queends Hot el i n Sout hse:
White Horse at Romsey and Potters Heron at Ampfield. Not all of the hotels/

large guest accommodation businesses in Gosport and Hythe/Marchwood took

part in the survey.

A An assessment of potential future growth in hotel demand and what will drive
this,through consul tations with the areads | ocal aut
Economic Development Strategy, an assessment of the relevant regeneration,
planning, economic and tourism strategy documents for each part of the PUSH
area and a review of the masterp  lans for Southampton Airport, Southampton

cruise terminal and Portsmouth ferry port.

A The preparation of projections for potential future growth in hotel demand across
the PUSH through to 2011, 2016, 2021, 2026 and 2031(Appendix 5 provides
information ont he methodology and assumptions used for these projections).
Projections have been prepared for full service 3/4 star hotels and limited service
budget hotels. The projections have been used to provide an indication of the
levels of new hotel development of each standard that might be supported by
market growth in each part of the PUSH area. Hotel Solutions also provides
commentary on the potential opportunities for other types of hotel to develop in
the PUSH area, such as boutique hotels, aparthotels, servi  ced apartments, high
quality pub accommodation and destination hotel products such as golf hotels

and country house hotels.

A Telephone consultations with a sample of national, regional and local hotel
developers and operators  to establish their interest in  developing new hotels in
the PUSH area and their perceptions and experience of South Hampshire as a

hotel development location.
A An audit of the conference tourism product of the PUSH area.
A A review of key market and product development trends in the UK conference

tourism market as a starting point for scoping a possible conference tourism

development strategy for the PUSH area.
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e The report was completed before the general election in May 2010 and before the
coalition government ds a0 regadingtemamonmennof Jul y 201
regional spatial strategies. Information relating to development sites and economic

growth is under review and may need to be revised.

1.5. Report Structure

e The following report summarises the findings of these modules of researc h in relation

to:

The current hotel supply in the PUSH area;
Recent hotel development;
Planned hotel development;

Trends in hotel performance and markets in 2008 and 2009;

> > > > >

The prospects for future growth in demand for hotel accommodation and
what will dri ve this;

A Our projections of potential future growth in hotel demand in the PUSH area
and the implications of this growth in terms of the potential for new hotel
development;

A Hotel developer interest in the PUSH area;

e The analysis of the study findings is then drawn together into a recommended Hotel

Development Strategy for the PUSH area that:

A Identifies the market opportunities for hotel development by location and
standard and type of hotel;

A Seeks to establish a locational strategy for hotel development across the PUSH
area that optimises the potential opportunities and ensures that the right hotels
are developed in the most suitable locations, minimising possible oversupply
and competition for hotel development between the different parts of the
PUSH area;

A Advises on the interventions required by PUSH and the South Hampshire local
authorities to support hotel development in terms of planning policy
development, destination product development and marketing, hotel
investment marketing/information provision and transport infrastructure

development.

Hotel Solutions 8 July 2010
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e This report is supported by a PUSH Area Conference Tourism Strategy Scoping Paper

setting out:

0 The audit of the PUSH conference tourism product;

0 The findings of the review of market and product development tre nds
in the UK conference tourism market.

0 The possible future direction for a conference tourism development
strategy for the PUSH area identifying possible market opportunities,
product development needs and requirements for more detailed

research.
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2. SOUTH HAMPSHIRE HOTEL SUPPLY

2.1. Current Supply

2.1.1 Current Hotel Supply by Standard and Type of Hotel

e There are currently 98 hotels in the South Hampshire Sub Region with a total of 6,408
letting bedrooms. The table overleaf provides an analysis of this hotel supply by
market area. Appendix 4 provides and analysis of the South Hampshire hotel supply

by local authority area.

SOUTH HAMPSHIRE HOTEL SUPP&XAPRIL 2010

Standard of Hotels Rooms | % of Total Average

Hotel Hotel Size of Hotel
Rooms (Rooms)

5 star - - - -

4 star 10 1,268 19.8 127

Boutique 8 70 1.1 9

3 star 24 2,102 32.9 88

Upper -tier Budget 3 411 6.4 137

Budget 21 1,601 25.1 76

2 star 7 413 6.5 59

Serviced Apts 6 80 1.2 13

Non -inspected 3 19 463 7.2 25

TOTAL 98 6,408 100.0 67

Source: Hotel Solutions

Notes:
1. All star-rated and branded hotels + non  -inspected hotels and large guest
accommodation businesses that market themselves as hotels
2. Higher standard limited service hotels. The main upper -tier budget hotel brands
in the UK are H oliday Inn Express, Ramada Encore and Hampton by Hilton
3. Orgraded as 1 star or guest or inn accommodation

Hotel Solutions 10 July 2010
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SOUTH HAMPSHIRB CURRENT HOTEL SUPPLY BY MARKET AREAPRIL 2010

Location Boutique 2 Upper -tier Budget Serviced Not Inspected/ TOTAL HOTELS

Budget Ap artments 3 Graded as
Guest Accom

Hotels | Rooms Hotels Rooms Hotels Rooms Hotels Rooms Hotels Rooms Hotels Rooms Hotels
4 4 2 5

Hotels | Rooms Hotels Rooms |
1 3 32

Southampton 174 593 448 97 60 1 10 20 1414
City Centre

Southampton 5 542 7 490 2 281 6 381 20 1694
/Eastleigh

M27 Corridor

Hythe/ 4 54 4 54
Marchwood/

Totton

Fareham 1 111 4 207 1 61 2 34 8 413
Gosport 1 10 3 38 4 48
Portsmouth 2 293 5 38 5 463 1 130 6 592 3 68 1 20 5 253 28 1857
Havant/ 1 148 2 81 4 119 4 73 11 421
A3 Corridor

Hayling 1 258 2 248 3 506
Island 4

TOTAL 10 1268 8 70 24 2102 3 411 21 1601 7 413 6 80 18 453 98 6408

Source: Hotel Solutions

Notes:
1. Areas where hote Is are broadly competing with each other for corporate demand, albeit that are further more localised sub markets in
these areas

2. Hotels that market themselves as boutique hotels. There is no official classification for such hotels

3. There are no purpose -built serviced apartment complexes in the PUSH area. The supply of this type of accommodation in the area is in
the form of residential apartments that are let out on a serviced basis by local and national serviced apartment letting agen cies.

4. Hayling Island ha s two Warner Leisure Resorts & Sinah Warren and Lakeside 0 neither of these two hotels are officially graded. We have

included Sinah Warren as a 3 star hotel and Lakeside as a 2 star hotel.

11
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SOUTHAMPTON CITY CENTRE HOTEL SUP&RPRIL 2010

Hotel \ Stand ard/Type \ Rooms
De Vere Grand Harbour 4 star 174
Cargo Boutique 13
Enni ods Bouti que Hot| Boutique 5
The White Star Tavern Boutique Inn (5 star Inn) 14
Novotel Southampton 3 star 121
Holiday Inn Southampton 3 star 130
Juryds I nn Sout hampt|3star 270
Southampton Park 3 star 72
Ibis Budget 93
Premier Inn Southampton City Centre Budget 172
Travelodge Southampton Budget 59
Etap Budget Economy 124
Elizabeth House 2 star 53
The Star 2 star 44
Blue Keys n/a 10
Town or Country Serviced Apartments 60

Source: Hotel Solutions

Hotel Solutions
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SOUTHAMPTON/EASTLEIGH M27 CORRIDOR HOTEL SUPBIAPRIL 2010

Hotel ! Standard/Type \ Rooms

Chilworth

Hilton Southampton 4 star 135
Chilworth Manor 3 star 95
Colden Common

Marwell | 3 star 66
Romsey/Ampfield

White Horse, Romsey 3 star 40
Potters Heron, Ampfield 3 star 54
Rownhams/Nursling

Holiday Inn Express Southampton West Upper -tier Budget 105
Premier Inn Southampton North Budget 50
Premier Inn Southampton (Rownhams) Budget 39
Premier Inn Southampton West Budg et 67
Eastleigh

Holiday Inn Southampton Eastleigh 3 star 129
Premier Inn Southampton (Eastleigh) Budget 60
Travelodge Southampton Eastleigh Budget 44
Southampton Airport

Ellington Lodge 3 star 35
Premier Inn Southampton Airport Budget 121
West End/Hedge End/ Botley

Macdonald Botley Park 4 star 130
Legacy Botleigh Grange 4 star 56
Holiday Inn Express Southampton M27 Jct7 Upper -tier Budget 176
Portswood

Highfield House 3 star 71
Shedfield/ Shirrell Heath

Marriott Meon Valley 4 star 113
New Place 1! 4 star 108

Source: Hotel Solutions

New Place is primarily a conference centre but now competes with hotels for weddings and
leisure break business at weekends and a share of local corporate demand in the week.
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HYTHE/ MARCHWOOD HOTEL SUPPISYAPRIL 2010

ote andard De ROO
Hythe
Fountain Court n/a 21
The Four Seasons 4 star GA! 12
The Maples n/a 8
Marchwood
Pilgrim Inn | Boutique Inn (5 star GA 1) | 14

Source: Hotel Solutions

FAREHAM HOTEL SUPPISYAPRIL 2010

Hotel \ Standard /Type H Rooms

Fareham

Solent 4 star 111
Holiday Inn Fareham Solent 3 star 124
Lysses House 3 star 21
Red Lion 3 star 46
Premier Inn Fareham Budget 61
TravelRest 3 star GA1 18
Roundabout n/a 16
Wickham

The Old House 3 star 16

Source: Hotel So lutions

GOSPORT HOTEL SUPPBWPRIL 2010

ote anaard De ROO
Alverstoke
Alverbank Country 3 star 10
The Anglesey 4 star GA1 18
The Old Lodge n/a 8
Bridgemary
The Manor | n/a | 12

Source: Hotel Solutions

! Guest Accommodation
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PORTSMOUTH BTEL SUPPLY APRIL 2010

ote andard DE ROO
Central Portsmouth
City Centre
Ibis Portsmouth Centre Budget 144
Old Portsmouth/Gunwharf Quays/ Ferry Port/ Fratton
Holiday Inn Portsmouth 3 star 165
Holiday Inn Express Portsmouth Upper -tier Budget 130
Travelodge Portsmouth Budget 108
Etap Portsmouth Budget Economy 120
Royal Maritime Club 1 1 star 113
Keppels Head n/a 30
Duke of Buckingham n/a 15
Town or Country Serviced Apts 20
Southsea
Ashbyds Boutique 7
Florence House Boutique 7
Somerset House Boutique 7
Stattons Boutique 9
The Clarence Boutique 8
Queends 3 star 73
Best Western Royal Beach 3 star 125
Westfield Hall 3 star 26
Beaufort 2 star 20
Ocean 2 star 20
Seacrest 2 star 28
Premier Inn Southsea Budget 48
Sandringham n/a 50
Saville n/a 45
M27/A27 Corridor/ Outer Portsmouth
Portsmouth Matrriott 4 star 174
Hilton Portsmouth 4 star 119
Farmhouse & Innlodge 3 star 74
Premier Inn Portsmouth (Port Solent East Budget 64
Premier Inn Portsmouth (Port Solent) Budget 108

Source: Hotel Solutions

Note:
1. The Royal Maritime Club is a naval and military members club that is also open to
non members for hotel stays, conferences, weddings and functions
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HAVANT/ A3 CORRIDOR HOTEL SUPPLXPRIL 2010

Hotel \ Standard/Type ! Rooms

Havant/Emsworth/Langstone

Langstone 4 star 148
Bear, Havant 3 star 42
Brookfield, Emsworth 3 star 39
Premier Inn Portsmouth (Havant) Budget 37
Travelodge Chichester Emsworth Budget 36
Jingles, Emsworth 4 star GA! 30
The Crown, Emsworth n/a 9
Horndean/ Cl anfi el d/ Rowlandds Castl e
Premier Inn Portsmouth (Horndean) Budget 25
Il nnkeeperf6s Lodge Port s mout hlBudget 21
Ship & Bell, Horndean 3 star Inn 14
The Hampshire Hog, Clanfield 5 Star GA!? 20

Source: Hotel Solutions

HAYLING ISLAND HOTEL SUPPIBYAPRIL 2010

Hotel H Standard/Type \ Rooms
Newtown House 2 star 22
Sinah Warren Warners Leisure Resort 258
Lakeside Resort Warners Leisure Resort 226

Source: Hotel Solutions

! Guest Accommodation
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e The current supply of hotels in South H ampshire is primarily a mix of 4 star, 3 star and
budget hotels. There are no longer any 5 star hotels in the Sub Region (although there
are three 5 star inns): the De Vere Grand Harbour in Southampton has previously been
graded as a 5 star hotel butisno  w graded at 4 stars. South Hampshire has 3 Holiday
Inn Express upper -tier budget hotels located on the outskirts of Southampton and at
Gunwharf Quays in Portsmouth. The Sub Region has a cluster of small independent
boutique hotels in Southsea and three sma Il boutique hotels/inns in Southampton city
centre. Southampton and Portsmouth have small supplies of residential apartments
that are let out as serviced apartments. Neither city has any purpose -built serviced
apartment complexes or suite hotels however. T here are two large Warner Leisure

hotels at Hayling Island.

e The 4 star hotels in South Hampshire are located primarily in the M27 Corridor at
Chilworth, Hedge End, Fareham, Portsmouth and Langstone. There is only one 4 star
hotel in Southampton city centr e and no 4 star hotel in Portsmouth city centre. There
are also two 4 star golf hotels at Botley (the Macdonald Botley Park) and Shedfield
(the Marriott Meon Valley). De Vere Venuesd New P
Heath is increasingly trading as  a hotel, competing with South Hampshire 4 star hotels
for weddings and leisure break business and a share of local corporate demand.
There are no 4 star country house hotels in South Hampshire. Just beyond the Sub
Region however there are a significant num ber of country house hotels in the New

Forest.

e The leading 4 star hotel brands that are currently represented in South Hampshire are:

0 Hilton (2 hotels)

0 Marriott (2 hotels)

0 Macdonald (1 hotel)
0 Shire (1 hotel)

o De Vere (2 hotels)

e South Hampshire also has t wo independently owned 4 star hotels (Botleigh Grange at
Hedge End & operated by Legacy Hotels, and The Langstone 0 operated by BDL
Hotels).
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e¢ South Hampshirefs 3 star hotel supply is a mix of
generally smaller independent 3 star hotels. Holiday Inn is the main 3 star brand
represented in the Sub Region, with 4 hotels at Southampton, Eastleigh, Portsmouth
and Fareham. Other 3 star brands represented in S

Southampton) and Novotel (in Southamp ton).

e South Hampshirefs budget hotel supply is dominate
Travelodge (4 hotels). Accor Hotels has Ibis budget hotels in Southampton and

Portsmouth and has opened Etap economy budget hotels in both cities.

e Smallindependent boutique hotels have developed in recent years in Southsea and
Southampton. None of the leading UK boutique hotel companies are currently
represented in South Hampshire and none of the major hotel brands have so far

opened their boutique hotel products in the Sub Region.

e The following hotels in South Hampshire have spas:

De Vere Grand Harbour, Southampton;
Chilworth Manor;
Marriott Meon Valley;

Solent, Fareham;

> > > > >

Botleigh Grange, Hedge End.

2.1.2. Current Hotel Supply by Location

e Southampton, Portsmouth and the Southampton/Eastleigh M27 Corridor have the most
significant supplies of hotel accommodation in South Hampshire. Portsmouth has a
larger hotel stock than Southampton, although Southampton is also served by hotels in

the Southampton/Eastleigh M27 Corridor.

e The Southampton City Centre  hotel supply is primarily a mix of 3 star and budget hotels.
The city centre only has one 4 star hotel (the De Vere Grand Harbour). It has recently
seen the opening of three smal|l boutiqutar hotels (C
Tavern). Southampton city centre also has an increasing supply of residential
apartments that are being let out as serviced apartments. The city centre does not

have an upper -tier budget hotel.
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e The Southampton/Eastleigh M27 Corridor  has the most sign ificant supply of 4 star hotels
in South Hampshire, together with a mix of primarily independent 3 star hotels and

branded budget and upper -tier budget hotels.

e The Portsmouth hotel supply is split between Central Portsmouth (including the city
centre, Old Portsmouth, the ferry port and Fratton), Southsea and M27/A27 Corridor.
There is only one hotel in the city centre at present 0 the lbis Portsmouth Centre. The
supply in Southsea is a mix of small independent boutique hotels and independent 2
and 3 star a nd non -inspected hotels. Premier Inn also operates a budget hotel here.
The two 4 star hotels that serve Portsmouth (the Marriott and the Hilton) are both
located in the M27/A27 Corridor. This part of the city also has two Premier Inn budget

hotels and a 3 star hotel (the Innlodge).

e Fareham has one 4 star hotel, one large branded 3 star Holiday Inn hotel, three smaller
independent 3 star hotels, a Premier Inn budget hotel and two small non -inspected

hotels.

e Gosport has a very limited supply of hotel accom modation at present, with justone 10 -
bedroom 3 star hotel and three small non -inspected hotels/ large guest

accommodation businesses.

e Hythe has one small non -inspected hotel and two large guest accommodation

businesses. A 5 star inn (the Pilgrim Inn) has recently opened at Marchwood .

e The Havant/A3 Corridor has one 4 star hotel (The Langstone), two small independent 3
star hotels, four small budget hotels, one large guest accommodation business in
Emsworth and three inns of varying standards, including th e 5 star Hampshire Hog at
Clanfield.

e Hayling Island has two Warner Leisure Hotels (Sinah Warren and the Lakeside Holiday
Village) together with one small 2 star hotel (Newtown House). There are no hotels on

Hayling Island seafront.
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2.2. Recent Hotel Develo pment and Changes in Supply

2.2.1. New Hotels

e There have been relatively few new hotel openings in South Hampshire in the last 5
years. The most significant new hot el has been t he
opened in 2005 with 270 bedrooms. Other th  an this the only other sizeable new hotels
have been the Etap economy budget hotels that opened in Southampton and
Portsmouth in 2008. A number of small independent boutique hotels have opened in
Southsea and Southampton. Small 5 star/boutique inns have op ened in Southampton
city centre and at Marchwood and Clanfield. Recent years have also seen an
increase in Southampton, and to a lesser extent Portsmouth, in the supply of residential

apartments that are let out as serviced apartments.

e Ourresearch has i dentified the following new hotel openings in South Hampshire since
2005:

NEW HOTELS IN SOUTH HAMPSHIRE 202610 (as at April 2010)

Hotel Location No. Year
Rooms | Opened

Shirrell Heath 108 2007
' J ur yds thampion S o Southampton City Centre | 270 | 2005

Etap Southampton Southampton City Centre 124 2008
Etap Portsmouth Portsmouth City Centre 120 2008
Premier Inn Portsmouth Horndean 24 2008
iHorndeani

The Clarence Southsea 8 2008
Ashbyds Bout i|Southsea 7 2008
Stattons Southsea 9 2009
Enni ods Southampton City Centre 5 2009
Cario Southamiton Citi Centre 13 2009
The White Star Tavern Southampton City Centre 14 2007
Pilgrim Inn Marchwood 14 2009
The Hampshire Hog Clanfield 20 2009

Source: Hotel Solutions

Notes:

1. De Vere Venues® New Place is a residential confer
training centre. It started trading as a hotel in 2007 to develop its weekend trade. It
remains predominantly a resi dential conference centre during the week.
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e Further afield, the new generation Holiday Inn Winchester opened in February 2010

with 141 bedrooms.

e Town or Country is the main serviced apartment operator that has developed in

Southampton and Portsmouth. They  work with national serviced apartment letting
agencies such as SACO Apartments, Executive Serviced Apartments, Silver Door and
Deep Blue Apartments to market their serviced apartments in Southampton and

Portsmouth.

2.2.2. Hotel Extensions and Refurbishment

e There has been relatively little activity in the past 5 years in terms of the expansion of
existing hotels in South Hampshire. 45 -bedroom extensions have been added to The
Langstone in 2006 and the Express by Holiday Inn Southampton M27 Jct 7 in 2008.
There have also been small bedroom extensions to a number of budget hotels. There
has however been significant activity in terms of the refurbishment of existing hotels,
with a number of hotels having undergone multi -million pound refurbishment

programmes.

e Ourresearch has identified the following changes to the South Hampshire hotel supply

since 2005 in terms of extensions to, or upgrading of existing hotels:

SOUTH HAMPSHIRE HOTEBEXTENSIONS AND UPGRADES 2003010 (as at April 2010)

Location New Total
Bedrooms | Bedrooms
Now

Upgrading/New Facilities

Hilton Southampton Chilworth 135 96 bedrooms upgraded
(Southampton/ to new Hilton bedroom
Eastleigh M27 product
Corridor)

Marriott Meon Valley Shedfield 113 £5 million refurbishment
(Southampton/ completed 2008
Eastleigh M27
Corridor)

Macdonald Botley Botley 130 £7 million refurbishment

Park (Southampton/ completed in 2005
Eastleigh M27
Corridor)

New Place Shirrell Heath 108 £2 million bedroom
(Southampton/ refurbishment an d
Eastleigh M27 development of £700k
Corridor) wedding room
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Location

New Total
Bedrooms Bedrooms
Now

Upgrading/New Facilities

Langstone

Hayling Island

45 148

£6 million refurbishment
and expansion
programme completed

in 2006 including the
extension and renovation
ofthehot el 6s <co
complex and the
development of 45
executive bedrooms.
Further £2.4 million
refurbishment
programme completed
June 2009

Hilton Portsmouth

Portsmouth

119

£1.8 million refurbishment

Portsmouth Marriott

Portsmouth

174

£4.2 million bedroo m and
meeting room
refurbishment completed
in 2007

Novotel Southampton 121 Refurbishment of two
Southampton City Centre floors of bedrooms,
restaurant, public areas,
conference rooms and
leisure facilities
Southampton Park Southampton 72 Complete refurbishment
City Centr e undertaken in 2008
Highfield House Southampton 71 Formerly operating as a
hostel - purchased by
Folio Hotels o re-opened
as a hotel June 2007
Blue Keys Southampton 10 Refurbishment and
repositioning of the
former Golden Lio n pub
Chilworth Manor Chilworth, 95 New leisure club opened
Southampton October 2007
Marwell Colden 66 Refurbishment of lounge,
Common reception area and
conference and function
rooms
Innlodge Portsmouth 74 Refurbishment of
bedrooms, restaurant
and | ounge
Brookfield Emsworth 39 Refurbishment of
bedrooms and lounge
bar
Potters Heron Ampfield 54 Major refurbishment
completed in 2008
White Horse Romsey 40 Complete refurbishment

and repositioning of the
hotel as a boutique hotel
undertaken in 2008

Hotel Solutions
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Location New Total Upgrading/New Facilities
Bedrooms Bedrooms

Express by Holiday Inn | West End 45 176 Bedroom extension

Southampton M27 (Southampton/ completed in 2008

Jct7 Eastleigh M27

Corridori

Premier Inn Nursling 28 50 28 bedrooms added April

Southamp ton North 2008

Travelodge Eastleigh 12 44 12 bedrooms added
December 2007

Premier Inn Southampton 121 Complete bedroom

Southampton Airport Airport refurbishment

Ibis Portsmouth Portsmouth 144 Bedroom refurbis hment

Premier Inn Fareham 20 61 20 bedrooms added
December 2006

Premier Inn Southsea 8 48 8 bedrooms added
December 2007

Source: Hotel Solutions

e The following hotels have also undergone major refurbishment programmes:

0 Holiday Inn Southampton
o0 Travelodge Southampton
0 Solent, Fareham

0 Holiday Inn Fareham

0 Sinah Warren, Hayling Island

2.2.3. Hotel Closures

e The Dolphin in Southampton went into administration in November 2008 and
subsequently closed in April 2009. It is currently undergoing a £4 million refurbishment
and development programme under its new owners and will re -open as a Mercure 4

star hotel in May 2010.

e Southsea has seen the closure of many of its hotels over the last 10 -15 years for

conversion to residential apartments.
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2.2.4. Re-Branding of Hotels/ Changes of Ownership

e Ourresearch has identified the following rebranding and changes of ownership of

hotels in South Hampshire since 2005:

SOUTH HAMPSHIRE HOTEBREBRANDINGS. CHANGES OF OWNERSHIP 2002009

Location Previous Own er/ New Owner/ Brand
Brand
Highfield House Southampton Independent Folio
Tulip Inn Portsmouth Portsmouth Golden Tulip Premier Inn
The Langstone Langstone Paten Hotels BDL Hotels
White Horse Romsey Independent Silks Hotels
Potters Heron Romsey Corus Pebble Hotels

Source: Hotel Solutions

¢ In addition to these changes in ownership, the Botleigh Grange at Hedge End,
Southampton is how being managed by Legacy Hotels under a management

contract with the hotel ds owner s.

2.2.5. South Hampshire Change s in Hotel Supply & 2004-2009

e Taking account of the above new hotel openings, bedroom extensions to existing
hotels and hotel closures, the South Hampshire hotel supply has increased by almost
16% in the last 5 years. The most significant annual increases in hotel supply were in
2005, when the Juryds I nn opened in Southampton a
opened in Southampton and Portsmouth. The Sub Reg

slightly in 2009 with the closure of The Dolphin in Southampton.

SOUTH HAMPSIRES GROWTH IN HOTEL SUPPLY 20@D09

No. Hotel Additional Annual Additional Increase in
Hotels Rooms Hotel Increase Hotel Hotel
Rooms in Hotel Rooms Supply
Supply since since 2004
% 2004 %
2004 86 5533 - - - -
2005 87 5804 270 49 270 4.9
2006 87 5868 65 1.1 335 6.1
2007 89 6042 174 3.0 509 9.2
2008 94 6420 378 6.3 887 16.0
2009 98 6408 (12) (0.2) 875 15.8

Source: Hotel Solutions
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2.3. Planned Hotel Development

2.3.1. Hotels Under Construction

e The only hotel that is currently under develo  pment in South Hampshire is the
redevelopment of the Dolphin Hotel in Southampton, which will re -open as a 4 star

Mercure hotel in May 2010:

SOUTH HAMPSHIRB NEW HOTELS UNDER CONSTRUCTI®R010

Location Standard | No. Rooms Opening
Date
Mercure Southampton City 4 star 90 May 2010
Southampton Centre
Centre

Source: Hotel Solutions

2.3.2. Proposed Hotels

e Our research has identified proposals for 43 new hotels and almost 5,000 additional
hotel bedrooms 1® across South Hampshire. Many of these proposed hote Is already
have planning permission. Others are at earlier stages of consideration and some are
longer -term possibilities as part of planned employment zones and development
areas. As far as we have been able to establish no start dates have been set for t he
hotel schemes that have planning permission and it is evident that a number of
schemes have been put on hold as a result of the current economic climate. The
majority of schemes do not appear to have hotel operators signed up at this stage.
The exceptio ns are proposals in Southampton that have Millennium, Radisson Blu and
Premier I nn Iined up as operators; the proposed
Inn, which has signed up to operate a new hotel in Portsmouth and a proposed

Holiday Inn Express at Havant, although this now looks unlikely to proceed.

! Assuming an average of 100 bedrooms for hotels where the number of bedrooms is not
currently specified
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e The main focus of proposed hotel development activity is on Southampton (13 hotels/
1,500 bedrooms) and Portsmouth (10 hotels/ 1,500 bedrooms). There are proposals for
4 star, budget and apart h  otels in Southampton, while at Portsmouth 4 star, 3 star,
budget and apart hotels are proposed. There are 4 proposals for hotels in Eastleigh
Borough, including the proposed 175 -bedroom Hilton hotel at the Rose Bowl. There
are 6 possible hotel proposals being considered in Gosport. Three possible hotels are
being considered in the Fareham/ Whiteley area. Two sites have been identified for

hotel development in Havant Borough.
e In our experience it is highly unlikely that all of these hotel projects will pr oceed. What
usually happens is that some schemes will be shelved or delayed as others start on site

until the market has grown sufficiently to support further new hotels.

e The hotel proposals that we have identified are set out in the following table.

SOUTH HAMPSHIRB PROPOSED HOTELS (AS AT APRIL 2010)

Proposed Standard . Details
Hotel/Site

Millennium 4 star 225 Planning permission was granted to Marina
Developments Ltd (MDL) in August 2006 for

a luxury hotel at Ocean Village Mari  na. The
hotel is to be operated by Millennium &
Copthorne Hotels under a management
contract. The scheme has been put on hold

by developer Ocean Village Resorts due to

the current economic downturn. Indications

it may go on site soon.

Radisson SAS 4 star 219 Hotel included as part
East Park Terrace mixed -use development.
Planning permission has been granted for

the development. The scheme now looks

likely to be superseded by a new proposal

that does not include the Radisson hotel.

East Park Terrace Aparthotel 122 An aparthotel is also included as part of the
East Park Terrace development. This

element of the scheme is also not included

in the latest proposal coming forward for this

site.
Cedar Press site, 3/4 star 100 Orchard Homes was granted planning
Royal Crescent permission in May 2009 for the construction
Road of a new hotel and apartment building.
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Proposed Standard No. Details

Hotel/Site Rooms

Premier Inn Budget 155 Planning permission granted July 2009 for a
West Quay Site B 155-bedroom hotel and 60,000 sq ft office

building. The developers are Development
Securities. The hotel is currently under
construction, due to open in 2011. Premier
Inn has signed a lease agreement to
operate the hotel.

Mayflower Plaza Upper tier 150 Hotel included in the plansfor Terr ac e Hi
budget mixed -use development to also include

offices and residential apartments. Has

secured planning consent.

Centenary Quay Budget/ 100 Crest Nicholsonds A500
Mid - the Centenary Quay mixed -use
market development scheme include plans for a
hotel.
Watermark n/a 150 Plans for mixed -use development of former
WestQuay Pirelli factory site to include a 150 -bedroom

hotel, luxury cinema, cafes and restaurants,
retail and residential building. The developer
is Hammerson. A development  agreement
for the scheme was signed between
Hammerson and the City Council in

February 2010.
Royal Pier Luxury n/a The City Council would like to see this site
Waterfront developed to create a World Class

Waterfront and improved facilities for the
Southampton Boat Show. It envisages hotels
possibly being developed here alongside
shops, restaurants, offices and an arena,
heritage attraction or casino. The site is
currently being marketed.

The Standing Order Budget 32 Conversion of upper f loors to hotel 8J D
30 High Street Wetherspoon plc

129 High Street, n/a 31 Conversion to hotel

Southampton

Fleming Arms, Budget 38 Proposal for the development of 38
Swaythling bedrooms adjacent to an existing pub by

Fullers. Planning pending.
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Proposed Standard : Details
Hotel/Site

Rose Bowl 4 star 175 Hotel with spa and conference facilities
included as part of the £48 million
development of the Rose Bowl that
commenced in November 2009. No work
has started on the hotel to date.

Eastleigh Town n/a n/a The Borough Council is se eking hotel

Centre development as part of the redevelopment
of Eastleigh town centre.

Eastleigh Riverside n/a n/a A hotel linked to conference facilities is an

identified use at Eastleigh Riverside, a
Strategic Employment Zone identified in the
South East Plan, involving comprehensive
regeneration of 130 ha of land for hi  -tech,
knowledge -based industries in a business
park setting.

Southampton n/a n/a Hotels envisaged as part of the longer  -term
Airport masterplan for the Airport, possibly linked to
a new termina |in the NE develoiment zone.
Juryds | nn/ | 3star 200 Conditional planning permission granted in
House n/a 243 2008 for the conversion of part of Zurich
Aparthotel | 47 House into a 207 -bedroom hotel and 47 -

suite aparthotel and the constr  uction of a
new 243 -bedroom hotel. McAleer & Rushe
are the developers. Ju
to operate the 207 -bedroom hotel, which is
due to openin 2011.

M275 Tipner Scheme | n/a 150 Hotel included in the plans to regenerate

the Tipner wastelands to the east and west
of the M275 motorway. The City Council will
be producing a concept statement in
summer 2010. A planning application for

the new motorway junction has recently
been approved.

Number One 4 star 188 Plans for hotel put forward by Robert
Portsmouth Gamlen Homes. Conditional planning
Surrey Street permission was granted in 2008.
Lakeside North 4 star 150 Mixed -use development by Highcross to
Harbour Aparthotel | 40 include a 150 -bedroom hotel and 40 -

bedroom aparthotel alongside offices.

Condi tional outline planning permission was
granted in 2008 subject to the signing of a
Section 106 agreement. Highcross are
planning to start work on the development

in 2010, with the first phase likely to include
the hotel and conference centre. There is

no p rojected start date as the Section 106
agreement has not yet been signed.
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Proposed

Hotel/Site

Standard

Details

Northern Quarter

4 star

150

Hot el included in Cent
for the Northern Quarter mixed -use
development scheme in the city centre.

The scheme has been delayed fora tleast 6
years. Centros has confirmed that work will

not start on the scheme until 2015 to give it
time to draw up a new masterplan. The

scheme had already been put on hold as it
was not ©6economically

recession.

Portsmouth FC
Stadium, Hors ea
Island

4 star
Budget

n/a

The plans for the new stadium have
included a 4 star and a budget hotel
alongside a casino, arena, offices, retalil
and residential development. There is no
planning permission or a proposal in any
planning documents for a hotel at this
location however. This project has been
delayed until at least 2018.

Trafalgar House,
Edinburgh Road

Budget

Change of use to form hotel -JD

Wetherspoon plc

The Hard

Coldeast Hospital

n/a

n/a

n/a

n/a

former Naval Academi.

Portsmouth City Council has completed a
supplementary planning docu  ment for The
Hard, which identifies several potential hotel
sites including Havant Street car park,

Brunel House, the Pall Europe site and the

Proposal to convert the mansion into a
country house ho tel

Fareham Town
Centre

Whiteley Village

n/a

n/a

n/a

125

Emerging Area Action Plan identifies
potential to accommodate a hotel within
the development opportunity zones in the
town centre, possibly at the station. Live
developer interest also expressed to
Council.

A hotel has been proposed as part of the
£100m redevelopment of the Whiteley
Village outlet shopping centre.

West of Waterlooville

Budget

40

Proposal for a 40 -bedroom hotel adjacent
to the West of Waterlooville Maj or
Development Area.

Interbridges, A27 Budget 78 Planning permission has been granted for a
Emsworth Bypass budget hotel
Dunsbury Hill Farm n/a n/a This site is identified as a strategic

employment site for a high quality business
and technolog v park including a hotel and
conference centre.
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Proposed Standard : Details
Hotel/Site

Daedalus n/a n/a SEEDA is currently exploring the potential for
a hotel on the site

Holbrook Recreation n/a 100 Proposal for a new leisure centre and a
Centre hotel. Planning permission granted.
Royal Haslar Hospital n/a n/a Owners Our Enterprise are currently

investigating the potential for a hotel on this
site 0 possibly a spa/linked to the health
sector. A masterplan is currently being
prepared.

Gosport Waterfront n/a n/a A hotel is being ¢ onsidered here by
consultants looking at possible uses for the
development of Gosport Waterfront
Priddyds Ha|nla n/a Mixed -use development site where hotel is
being considered as a possible use
alongside other leisure, business and
residential uses.

Blockhouse, Haslar n/a n/a Hotel is an identified use for this heritage site
Peninsula alongside other leisure and maritime uses.
Marchwood n/a 30-40 Oceanic Estates secured planning

Industrial Estate permission for a hotel in 2004, which was

renewed in 2008

Source: Hotel Solutions/Hampshire County Council
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2.3.3. Planned Development of Existing Hotels

e A number of hotels in South Hampshire have planning permission for bedroom

extensions and some hotels have plans for refurbishment. In the majority of cases

these plans are currently on hold as a result of the present economic climate.

e Our research has identified the following proposals for the development and/or

refurbishment of existing hotels in South Hampshire.

SOUTH HAMPSHIRE PLANNED DEVELOPMENT OF EXISTING HOTELS

’ Standard ‘

New
Rooms

Proposed Development

Enni o0ds Boutique 5 May develop a further 5 bedrooms in
2011

Botleigh Grange, Hedge 4 star 20 May look to develop a further 20

End bedrooms once the economy
improves

Chilworth Manor 3 star 48 Has planning permission for a bedroom
extension. No plans to implement
currently.

Highfield House Hotel 3 star 30 Bedroom extension

Southampton

Marwell 3 star Refurbishment of 10 bedrooms
scheduled for January 2011

Premier Inn Southampton Budget 16 Has planning permission for a bedroom

(Rownhams) extension. No plans to implement
currently

Premier Inn Southampton Budget 20 Has planning permission for a 20 -

West bedroo m extension & currently on hold
because of the recession
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Rooms

‘ Standard ‘ New | Proposed Development

Holiday Inn Portsmouth 3 star Re-launching under the new Holiday
Inn brand in 2010

Ibis Portsmouth Budget 40 Has planning permission for a further 40
bedrooms. Currently on hold due to
recession

Innlodge Portsmouth 3 star 42 Proposal for a 42 -bedroom extension 9
floodplain issues impacting on
planning.

Premier Inn Portsmouth Budget 36 Plans for bedroom exte nsion

(Port Solent)

Queens Hotel Southsea Boutique (51) Planning permission was granted in

September 2009 for the conversion of
the top three floors of the hotel into
residential apartments and the
conversion of the first three floors into a
22-bedroom boutique hotel w  ith a
fitness suite and health spa. This will
result in a reduction of 51 bedrooms

(from the hotel d&s cu

Wymering Manor Boutique 16 Plans to convert hostel to boutique
hotel

Bear, Havant 3 star Bedroom refurbishment planne  d.
Currently on hold due to economic
climate

Anglesey Hotel n/a 8 Currently developing a further 8
bedrooms & due to come on stream in
June 2010

Sinah Warren n/a Planning to upgrade to 4 stars

Source: Hotel Solutions/Ha mpshire County Council
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2.3.4. Potential Increase in Hotel Supply

Taking account of the proposed new hotels Lin South Hampshire and proposals for
extensions to existing hotels, the South Hampshire hotel supply would increase by
almost 80.2% if all of these hotel development schemes were to go ahead. The supply
would more than double in Southampton and would increase dramatically in Gosport
where there are currently only a handful of small independent hotels and large

guesthouses.

SOUTH HAMPSHIRO POTENTIAL INCREASE IN HOTEL SUPPLY
(Based on Known Hotel Development Proposals at April 2010)

Location Proposed Proposed Potential
New New Hotel Increase in
Hotels Bedrooms Hotel Bedrooms *
)
Southampton 13 1557 106.5
Portsmouth 10 1549 83.4
Eastleigh 4 543 72.3
Fareham/Whiteley 3 325 81.9
Havant/Waterlooville 6 501 54.0
Gosport 6 608 1250.0
Hythe/Marchwood 1 40 72.7
Total South Hampshire 43 5123 80.2

Source: Hotel Solutions

Note:

* |If all currently known hotel development proposals go

ahead

! Assuming an average of 100 bedrooms for hotels where the number of bedrooms is not

currently specifi ed
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3. CURRENT HOTEL PERFORMANCE & MARKETS

3.1. Occupancy and Achieved Room Rates

« The table below sets out our estimates of average annual room occupancies and
achieved room rates for South Hampshire hotels for 2007, 2008 and 2009, based on

the informatio n provided to us by the managers and owners of existing hotels.

SOUTH HAMPSHIRE HOTELS
AVERAGE ANNUAL ROOM OCCUPANCY AND ACHIEVED ROOM RATES 2002009

Location/ Standard of Hotel Average Annual Average Annual
Room Occupancy Achieved Room
Rate?

UK Provincial 3/4 Star Chain Hotels 2

Southampton City Centre 3/4 Star 75 75 71 76.80 | 76.20 | 72.20
Southampton/Eastleigh M27 Corridor 3/4 Star 67 67 63 62.70 | 63.30 | 58.80
+ Upper -Tier Budget

Southampton/Eastleigh M27 Corridor 4 Star 65.5 66 63 72.50 71.90 65.10
Southamp ton/Eastleigh M27 Corridor 3 Star + 67.5 68 63 56.10 57.60 54.70
Upper -Tier Budget

Portsmouth 3/4 Star + Upper -Tier Budget 74.5 75.5 73 63.70 | 66.80 | 63.10
Fareham 3/4 Star 66 67 63 72.70 | 76.80 | 72.00
Havant/A3 Corridor 3/4 Star 65 61 64 58.20 | 58.30 | 60.10
Southampton City Centre Budget 81 81 78.5 47.20 | 42.70 | 42.80
Southampton/Eastleigh M27 Corridor Budget 80 79 79.5 48.50 | 49.10| 47.80
Portsmouth Budget Hotels 83 82 80 44.30 | 46.90 | 44.70
Fareha m Budget 3 n/a n/a n/a n/a n/a n/a
Havant/A3 Corridor Budget 79 78 78.5 42.70 | 44.00 | 44.60

Source: Hotel Solutions
Notes:

1. The amount of rooms revenue (excluding food and beverage income) that hotels achieve

per occupied room net of VAT, breakfast (if in cluded) and discounts and commission

charges.

Source: TRI Hospitality Consulting Hotstats UK Chain Hotels Market Review

3. With only one budget hotel at Fareham it is not possible to publish budget hotel
performance data for this location

n
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e We are unabl e to provide occupancy and achieved room rate data for the small
hotels and large guest accommodation businesses in Gosport, Hythe/Marchwood
and Hayling Island as the samples of these businesses in these locations that were
able to provide accurate perform ance data were too low. We are also unable to
report occupancy and achieved room rate data for the adult only hotel resorts on
Hayling Island as there are only two of these hotels here. However, we have a flavour
of performance from the data and discussion s we have obtained, and in the later
sections in this chapter, provide commentary on the performance and markets for

these hotels and guest accommodation businesses.

e The hotel market in South Hampshire has clearly been affected by the recession in
2009 with most hotels of all standards reporting a fall in occupancy and achieved
room rate. The budget hotel sector appears to have been the least affected, with the
fall in occupancy and achieved room rate in this sector being less pronounced than

for 3 and 4 star hotels.

e Occupancy levels for South Hampshire 3/4 star hotels have been broadly in line with
the national average for provincial 3/4 star chain hotels for the last 3 years. Achieved
room rates have however been around £4 below the national average. Achieved
room rates are significantly higher for South Hampshire 4 star hotels than for 3 star

hotels. 3 star hotel occupancies are however higher than for 4 star hotels.

e Occupancies and achieved room rates vary significantly for 4 star hotels across South
Hampshire. Occupancies are strongest in Southampton city centre and for one 4 star
hotel in Portsmouth. They are generally lower for most 4 star hotels in the
Southampton/Eastleigh M27 Corridor, Fareham and Havant. One 4 star hotel in
Portsmouth also tr ades at a lower level of occupancy. Achieved room rates are
strongest for 4 star hotels in Southampton city centre, Fareham and for one 4 star hotel
in Portsmouth. Other 4 star hotels in South Hampshire trade at lower levels of achieved

room rate.
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e 4 star hotel occupancies and achieved room rates generally increased across South
Hampshire in 2008 to reach record levels. 2008 was a patrticularly strong year for
Portsmouth 4 star hotels as a result of increased demand related to project work in the
city. Achieved room rates for 4 star hotels here increased by £4 -7 in 2008. 4 star hotel
occupancies and achieved room rates have dropped sharply in 2009 as a result of
the recession and the consequent downturn in corporate and residential conference
business. Occupancies have generally dropped by around 3 -4 percentage points,
while achieved room rates have typically fallen by £4 -7. The drop in occupancy and
achieved room rates has been even higher for some 4 star hotels in the
Southampton/Eastleigh M27 Corridor ~ and Fareham. Southampton and Portsmouth are
the only locations where a 4 star hotel was trading at or above the target levels of
occupancy and achieved room rate (70%/ £80+) required to support new 4 star hotel
development. 4 star hotels in other parts of South Hampshire have never traded at
these levels of occupancy and achieved room rate and have fallen well below these

target levels in 2009.

e Occupancies and achieved room rates also vary significantly for 3 star hotels across
South Hampshire. Some 3 st ar hotels in Southampton and Portsmouth achieve high
levels of occupancy (74 -75%+ in 2009). Other 3 star hotels in the two cities and 3 star
hotels in the Southampton/Eastleigh M27 Corridor, Fareham and Havant trade at lower
levels of occupancy (most typic  ally around 65%). Two 3 star hotels in Southampton city
centre achieve high average room rates (over £70 in 2009). Other 3 star hotels in the
city and elsewhere across South Hampshire generally trade at lower levels of achieved
room rate (typically £45 -55 in 2009). Branded 3 star hotels tend to achieve higher

average room rates than independent 3 star hotels.

e Hotel occupancies and achieved room rates generally increased in 2008 for 3 star
hotels in Portsmouth, the Southampton/Eastleigh M27 Corridor and Far eham but
dropped slightly for most 3 star hotels in Southampton and Havant. Occupancies
generally remained strong in 2009 for most 3 star hotels in Portsmouth, although
dropped sharply for one hotel following a strong year in 2008. Achieved room rates
droppedby £250 -A6 f or the cityds 3 star hotels. Occupanc
2009 by around 2 -4 percentage points for 3 star hotels elsewhere in South Hampshire,
while achieved room rates generally fell by £2 -6. Some 3 star hotels in the
Southampton/East leigh M27 Corridor, Fareham and Havant reported even sharper falls

in occupancy and achieved room rate in 2009.
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e The upper -tier budget hotels in the Southampton/Eastleigh M27 Corridor generally

achieve occupancies that are on a par with the 3 star hotels in this area and trade at
slightly | ower |l evels of achieved room r atiere. We un
budget hotel significantly outperforms most of the

occupancy and achieved room rate.

e Budget hotels acro ss South Hampshire generally trade at very high levels of
occupancy, typically achieving average annual room occupancies of at least 80 -85%.
Budget hotel occupancies are very high in Eastleigh, Fareham, Havant, Portsmouth
and Southsea. There are individual  budget hotels in Southampton, Portsmouth and in
the Southampton/Eastleigh/M27 corridor that trade at lower levels of occupancy. Two

roadside budget hotels also achieve low occupancy levels.

e Budget hotel occupancies across South Hampshire dropped slightl y in 2008 as a result
of the recession and the opening of the Etap hotels in Southampton and Portsmouth.
Budget hotel occupancies generally declined further in 2009 in Portsmouth,
Southampton and Fareham as the recession took hold, affecting corporate and
contractor demand, and the two Etap hotels became more established. Occupancies
increased slightly for budget hotels in the Southampton/Eastleigh M27 Corridor and at
Havant, with budget hotels in these locations appearing to benefit from corporate

customer s downgrading to them from 3 and 4 star hotels during the recession.

e Budget hotel achieved room rates dropped slightly across South Hampshire in 2008
and 2009 as budget hotel operators, particularly Travelodge, introduced discounted
offers. The Etap hotel s in Southampton and Portsmouth also contributed to the drop in
budget hotel achieved room rates in the two cities as they trade at lower room rates
than other budget hotel brands. Many of South Hamg

saw a slight increase i n their achieved room rates in 2009.

e The small boutique hotels in Southampton and Southsea generally achieved average
annual room occupancies of around 67 -69% in 2009 and average room rates of over
£80, demonstrating a strong and growing market for this t ype of hotel accommodation

in these locations, albeit from a very small base at present.
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e The small hotels and large guest accommodation businesses in Gosport appear to
have been achieving average annual room occupancies of around 66 -68%. One hotel
rep orted a drop in occupancy in 2009, down to 63%. Room rates vary significantly
between establishments. Rates are relatively low for two establishments o currently
around £56 -60 B&B for single occupancy and £70 for double occupancy. Two hotels
are charging h igher rates of £75 -95 B&B for single occupancy and £100 -150 for double

occupancy.

e Occupancies appear to be at a similar level for small hotels and guest
accommodation businesses in Hythe . Room rates are low here at around £30 -35 B&B

for single occupancy a nd £70 for double occupancy.

e Serviced apartments in Southampton and Portsmouth are currently achieving very high

levels of occupancy, typically in excess of 80 -90%.

e The Warners adult only hotel resorts on Hayling Island trade at very high levels of
occup ancy (90%-+) trading purely in the leisure break market. They do not appear to

have been affected by the recession.

3.2. Patterns of Demand

e Midweek occupancies  are generally strong for all standards of hotel in all parts of
South Hampshire. 3 and 4 star hotels , upper -tier budget hotels, serviced apartments
and small hotels and large guest accommodation businesses in Gosport and Hythe
generally achieve midweek occupancies of at least 75 -80%, and frequently higher.
Most budget hotels achieve midweek occupancies o f 85-90%. Some 3 and 4 star
hotels in the Southampton/Eastleigh M27 Corridor and at Fareham and Havant trade

at lower midweek occupancies however, typically of around 50 -70%.

e Tuesday and Wednesday nights are usually the strongest nights of the week with
many hotels in South Hampshire frequently filling and turning business away on these
nights, other than the 3 and 4 star hotels in the Southampton/Eastleigh M27 Corridor.
Monday nights are generally not quite as strong and Thursday is usually the weakest
midweek night for hotels. Budget hotels generally achieve high Monday and Thursday

night occupancies however.
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e Midweek demand is seasonal in Southampton and Southsea: it is very high between
April and October, boosted by midweek leisure break business and cruise passenger
and event -related demand in Southampton, but much lower between November
and March. Midweek demand is otherwise fairly consistent throughout the year in

other parts of South Hampshire.

e Midweek occupancies generally increased for hotels ac ross South Hampshire in 2008
but have dropped for most hotels in 2009 as a result of the downturn in corporate,
government, residential conference and contractor demand. Portsmouth is the only
location where midweek occupancies have held up for some hotels . Midweek

occupancies appear to have dropped back considerably here in 2010 however.

e Weekend occupancies for 3 and 4 star vary across South Hampshire. They are
stronger (around 60%) in Southampton, Portsmouth and the Southampton/Eastleigh
M27 Corridor bu t low (around 40%) for 3 and 4 star hotels in Fareham and Havant.
Weekend occupancies are generally higher for budget hotels and similarly vary
across the Sub Region: they are higher in Southampton, Portsmouth and most parts of
the Southampton/Eastleigh M2 7 Corridor (other than Southampton Airport) but not
quite as strong in Fareham and Havant and the A3 Corridor. The boutique hotels in
Southampton and Southsea appear to attract good weekend demand. Weekend

demand appears to be relatively weak in Gosport bu t reasonably strong in Hythe.

e Saturday is the strongest night of the weekend for South Hampshire hotels. 3 and 4 star
hotels in Southampton, Portsmouth and the Southampton/Eastleigh M27 Corridor
generally achieve Saturday occupancies of around 80 -90%. Frday occupancies for 3
and 4 star hotels in these locations are more typically around 60% and Sunday
occupancies are very low at around 30 -40%. Budget hotels generally achieve
Saturday occupancies of at least 85  -95% and many frequently fill and turn busines s
away on Saturday nights throughout the year. Friday occupancies are lower at
around 70 -80% although budget hotels in Southampton and Portsmouth usually
achieve high Friday night occupancies of around 80 -95%. Sunday occupancies are

most typically around4 0-50% f or South Hampshireds budget hote

e Weekend occupancies are generally seasonal across South Hampshire: they are
stronger between April and October and lower between November and March.
Budget hotel demand is less seasonally biased than the 3 and 4 star and boutique

hotel market.
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3.3. Midweek Markets

e The corporate market is the main source of midweek demand for 3 and 4 star, upper -
tier budget and boutique hotels and serviced apartments across South Hampshire,
typically accounting for 75  -90% of their mi dweek trade. Quite a lot of the corporate
business in Portsmouth is related to MOD projects on government rates. This business
can fluctuate as projects start and finish and is difficult to predict as most MOD projects
are highly secretive. Government busi  ness is also fairly significant in Southampton. The
corporate market in Portsmouth is dominated by a small number of large companies
that are able to command | ow corporate rates from
volumes of business they are placing wit  h them. Corporate demand is also a
significant source of midweek business for budget hotels. The MOD appears to be the
main generator of midweek demand for hotel accommodation in Gosport. There
appears to be very little corporate demand for hotel accommod ation in Hythe
although the Hythe Marine Park appears to have started to generate some corporate
business from the marine companies that have located here. Serviced apartments

attract a mix of long stay and short stay corporate guests.

e Southampton city ce ntre hotels attract corporate demand from Southampton city
centre and from locations in the Southampton/Eastleigh M27 Corridor, including
Eastleigh, Chandlerds Ford and Nursling/ Adanac Par
Southampton/Eastleigh M27 Corridor do not however a ttract corporate demand from
the city centre. Corporate demand here tends to be highly localised, with hotels

primarily serving companies in their immediate vicinity. The golf hotels here attract

some corporate demand from Fareham. One hotel attracts corpo rate business from
Winchester.
e There appear to be two distinct corporate markets in Portsmouth d the city centre and

the M27/A27 Corridor. Hotels in the city centre primarily serve companies in the city

centre and at the docks: they do not attract busine ss from companies in the M27/A27
Corridor. Conversely hotels in the M27/A27 Corridor primarily serve companies in this
location. They also attract some corporate demand from Havant. Any corporate

business that they attract from the city centre is either ov erspill business when city

centre hotels are full or business that they attract by offering very competitive rates.
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e Corporate demand in other parts of South Hampshire is highly localised. Hotels in
Fareham serve companies around the town and at Solent Business Park. Hotels at
Havant primarily serve companies in Havant, although some attract some corporate
business from the Portsmouth M27/A27 Corridor. Hotels in Gosport primarily attract

corporate demand from Gosport and to a lesser extent from Fareham.

e Residential conferences are a relatively minor midweek market for most 3 and 4 star
hotels in South Hampshire, typically accounting for no more than 5 -10% of their
midweek trade. 4 star hotels generally attract greater levels of residential conference
business than 3 star hotels. Residential conferences are the main market for one hotel
in Southampton city centre, which has focused specifically on this market and attracts
large conferences of 100+ delegates. Residential conferences are also a more
signific ant market for the golf hotels and one 3 star hotel in the Southampton/ Eastleigh
M27 Corridor, although demand has reduced significantly in 2009 for at least one of
the golf hotels here. Residential conferences are generally small, most typically around

15-25 delegates, and last for 1 -2 nights.

e Cruise passengers are a significant midweek market for hotels in Southampton
between April and October. Some hotels in the Southampton/Eastleigh M27 Corridor

also attract a little midweek business from cruise passe ngers. A number offer Park & Sail

packages. Hotels in Southampton also attract some midweek business from cruise ship
crews and occasionally cruise ship naming ceremonies and inaugural visits . The cruise
market also generates some midweek demand for hotel s in Portsmouth: 18 cruises

departed from here in 2009.

e The Southampton Boat Show is a major generator of demand for hotel
accommodation across the whole of South Hampshire every year in September. It fills
all of the hotels in Southampton city centre and enables them to charge premium
prices for the whole of its 10 -day period. This is a key factor behind the high achieved
room rates for 3 and 4 star hotels in the city centre. The Boat Show also generates good
demand for hotels in the Southampton/Eastleigh M27 Corridor and at Hythe, although
does not fill them in the way that it fills the hotels in the city centre. It also generates

demand for hotels in Fareham and a little demand for some hotels in Portsmouth.
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e Other events that generate midweek deman d for hotels in South Hampshire are as

follows:

0 Seawork 0 for hotels in Southampton and the Southampton/Eastleigh M27
Corridor;

0 Cowes Week 9 for hotels in Southampton, the Southampton/Eastleigh M27
Corridor and Portsmouth;

o Farnborough Air Show & for hotel s in the Eastleigh area;

o International cricket matches at the Rose Bowl for hotels in Southampton and
the Southampton/Eastleigh M27 Corridor;

0 Glorious Goodwood & for hotels in Havant, Portsmouth and Fareham

e Association conferences held at Portsmouth Guild hall occasionally generate midweek

demand for hotels in Portsmouth city centre.

e Contractors working on construction, infrastructure, shipbuilding and re -fitting and shop
fitting projects are the other key source of midweek demand for budget hotels across
South Hampshire alongside local corporate demand. It is the combination of these two
markets that enables budget hotels to achieve such high midweek occupancies. Shut
downs at the Fawley oil refinery periodically generate significant contractor demand
for hotel accommodation in Hythe and the western end of the Southampton/ Eastleigh
M27 Corridor. Contractors are also a secondary midweek market for some 3 star hotels

in the Sub Region.

e Southampton and Portsmouth universities  generate some midweek demand fo r hotels
in their immediate vicinity related to graduations, parents visiting students, student
interviews, visiting academics, delegates attending conferences at the universities and

overseas students requiring temporary accommodation when they first arri ve.

e A number of 3 and 4 star hotels across South Hampshire attract some midweek leisure
break business during the summer months . One 4 star hotel in the
Southampton/Eastleigh M27 Corridor has focused on this market in 2009 to
compensate for the downturn in corporate and residential conference business. The
golf hotels in this area attract some demand for midweek golf breaks in the summer
months. The adult only hotel resorts at Hayling Island primarily cater for midweek leisure

breaks.
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e Group tours are a s econdary midweek market for some 3 and 4 star hotels in South
Hampshire. This is low-rated business that hotels generally use to boost off -peak nights

and periods.

e Other midweek markets for hotels in South Hampshire are as follows:

0 Air passengers depart ing and arriving through Southampton Airport o for hotels
in the immediate vicinity of the airport;

o Ferry passengers - for budget hotels in the vicinity of the ferry terminal;

o Navy crews - for some hotels in Portsmouth city centre;

0 Passing out parades in Gos port 0 for hotels and guesthouses in Gosport;

o0 Midweek weddings and functions o for some 3 and 4 star hotels across the Sub
Region;

o Performers and crew involved in productions at the Mayflower Theatre in

Southampton

3.4. Weekend Markets

e Weekend leisure breaks are the main weekend market for most 3 and 4 star, upper -
tier budget and boutique hotels across South Hampshire, typically accounting for at
least 50-60% of their weekend trade. The adult only hotel resorts in Hayling Island trade
exclusively in this market at weekends. Budget hotels in Southampton, Portsmouth and
the Southampton/Eastleigh M27 Corridor and the small hotels and large guest
accommodation businesses in Hythe also attract leisure break business at weekends
to varying degrees. Budget hotels in Fa  reham and Havant and the small hotels and
large guest accommodation businesses in Gosport do not appear to attract weekend
leisure break business however. Golf hotels attract good demand at weekends for

golf breaks.

e Weekend break demand for most 3 and 4 star hotels is primarily rate driven through
special offer rates and packages that hotels and hotel companies promote through
the Internet and national newspapers. Boutique hotels appear to achieve good rates
for weekend break stays. They attract people fo r special occasion weekends e.g.

anniversaries and birthdays.
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e The appeal of Southampton and the Southampton/Eastleigh M27 Corridor for
weekend breaks appears to be primarily as a base for visiting the wider area including
the New Forest, Isle of Wight and Winchester. Marwell Zoo and Paultons Park also
attract some weekend break business for hotels in their immediate vicinity. Portsmouth
appears to have stronger appeal as a weekend break destination in its own right, with
the Spinnaker Tower, Gunwharf Qu ays, the Historic Dockyard and Southsea as its key

draws for weekend break stays.

e Cruise passengers are the key weekend market for hotels of all standards in
Southampton city centre between April and October, frequently filling city centre
hotels on Satur day nights in these months. Cruise ship departures on Monday also
produce strong demand for Sunday nights. Cruise passengers generally pay high rates
for 3 and 4 star hotels. This is a key market that contributes to the high occupancies

and achieved roomr ates for some of the city centre 3 and 4 star hotels.

e Hotels of all standards in the Southampton /Eastleigh M27 Corridor also attract
weekend demand from cruise passengers when a number of cruises are departing
and when some of the larger cruise ships are leaving. They are generally less able to
command the premium rates from cruise passengers that city centre hotels can and
some hotels compete more on price, offering O6Park
are a significant market for two hotels on the w estern outskirts of Southampton. Some
of the small hotels and large guest accommodation businesses in Hythe also attract

some demand from cruise passengers.

e Cruises departing from Portsmouth generate some demand for hotels in the city

centre.

e Cruise ship crews generate weekend business for some 3 star and budget hotels in

Southampton city centre.

e UK and European group tours are a significant weekend market for one 3 star hotel in
Southampton and one 3 star hotel in Southsea. They are also a secondary wee kend
market for some other 3 and 4 star hotels in Southampton, the Southampton/Eastleigh
M27 Corridor, Portsmouth and Fareham and for one budget hotel in the
Southampton/Eastleigh M27 Corridor. This is usually low -rated business that hotels will

limit if t hey can, in favour of higher -paying markets.

Hotel Solutions 44 July 2010



South Hampshire Hotel Futures 8 Final Report

e Football supporters attending Portsmouth FC home matches are a significant
weekend market for two budget hotels in Portsmouth city centre and a minor
weekend market for other hotels in the city. Some budget an d 3 star hotels in
Southampton city centre also attract demand from football supporters when

Southampton FC is playing at home.

e Ferry passengers are a significant weekend market during the summer months for
some budget hotels in Portsmouth, particularly t hose that are located close to the
ferry terminal. Some of the budget hotels at Havant and in the A3 Corridor also attract

some weekend demand from ferry passengers in the summer.

e Air passengers departing on holiday flights generate business for hotels in the vicinity
of Southampton Airport. Hotels near the airport also attract some weekend demand

from aircrew .

e 3 and 4 star hotels and budget hotels in the Southampton/Eastleigh M27 Corridor
attract good demand at weekends from people attending weddings, fa mily parties
and functions. This is the main weekend market for 3 and 4 star and budget hotels at
Fareham and Havant and the key weekend market for the small hotels and large
guest accommodation businesses in Gosport and Hythe. Demand related to
weddings a nd functions is a secondary source of weekend demand for hotels in

Southampton and Portsmouth.

e People visiting friends and relatives  are a further source of weekend demand for
budget hotels and the small hotels and large guest accommodation businesses in

Gosport and Hythe.

e Clubbers and stag & hen parties  are a significant weekend market for budget hotels in
Southampton and Portsmouth city centres and for one 3 star hotel in Southampton

city centre.
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e Events that generate good weekend demand for hot els in South Hampshire are as

follows:

0 The Southampton Boat Show & for hotels in Southampton city centre, the
Southampton/Eastleigh M27 Corridor, Hythe and Fareham;

0 Cowes Week 9 for hotels in Southampton city centre, the
Southampton/Eastleigh M27 Corridor  and Portsmouth;

0 Cricket matches at the Rose Bowl & for hotels in Southampton city centre and
the Southampton/Eastleigh M27 Corridor;

0 Mayflower Theatre productions 0 for hotels in Southampton city centre;

o Farnborough Air Show & for hotels in the Eastleigh area;

0 Great South Run & for hotels in Portsmouth, Gosport, Fareham and Havant

0 Glorious Goodwood, Goodwood Festival of Speed and Goodwood Revival
for hotels in Portsmouth, Fareham, Havant and the Southampton/Eastleigh
M27 Corridor;

o0 Navy Days at Portsmout h Historic Dockyard & for hotels in Portsmouth, Gosport,
Fareham and Havant;

o0 Isle of Wight Festival o for hotels in Portsmouth;

0 Gosport & Fareham Folk Festival o for hotels in Gosport and Fareham;

0 New Forest Show 0 for some hotels on the western side of So  uthampton and at
Hythe;

0 Romsey Show o for some hotels in the Southampton/Eastleigh M27 Corridor;

0 Beaulieu Auto Jumble & for some hotels in the Southampton/Eastleigh M27
Corridor

0 Concerts and events at Broadlands & for some hotels in the

Southampton/Eastlei gh M27 Corridor.
e Other weekend markets for hotels in South Hampshire are as follows:

0 Weekend association conferences for a few large 3 and 4 star hotels;

0 Corporate arrivals on Sunday nights;

o0 Contractors staying over the weekend and/or arriving on Sunday nights;

o0 People coming across to Southampton from the Channel Islands for shopping,
particularly in the run up to Christmas & for hotels in Southampton city centre;

o0 Parents of university students 9 in Southampton and Portsmouth;

0 Ships reunions & a significa nt market for two hotels in Portsmouth and Southsea;

0 Masonic lodge weekends 0 for the 3 star hotels in Southsea;

0 Sailing parties & in Gosport;

0 Sports teams.
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3.5. Market Trends

e The overall trend in the South Hampshire hotel market (and indeed in many other par
of the UK) in the last 3 years has been a decline in midweek corporate, residential
conference and contractor demand since October 2008 as a result of the recession,

contrasted by a general increase in weekend leisure demand.

e Corporate demand for hotel accommodation generally increased in the first half of
2008 in most parts of South Hampshire but fell sharply towards the end of 2008 and
throughout 2009 as companies cut back on travel budgets. Many corporate customers
reduced their length of stay, parti  cularly affecting Thursday and Sunday night business
from this market. Corporate rates also reduced significantly as companies demanded
lower rates from hotels and hotels fought to compete for corporate business. Hotels in
the Southampton/Eastleigh M27 Co  rridor appear to have seen the sharpest downturn
in corporate demand. Corporate business remained reasonably buoyant in Portsmouth
in 2009 as a result of project work, although corporate rates reduced here. Corporate
demand in Portsmouth appears to have dr opped sharply for some hotels so far in 2010
however as projects have come to an end and not been replaced by new ones.

Some budget hotels appear to have benefited from companies downgrading from 3
and 4 star hotels during the recession. Midweek occupancie s have generally held up

better for budget hotels as a result.

e Contractor demand reduced in 2009 for budget hotels as construction projects were
suspended or came to an end e.g. the completion of the Carnival UK headquarters

and IKEA store in Southampton.

e The residential conference market has generally been declining for a number of years
in South Hampshire (as elsewhere in the country) as companies have cut back on
training and meetings budgets, developed their own in -house training and meeting
facilitie s and begun to make greater use of teleconferencing technology. This trend
was further exacerbated by the recession in 2009 with a general switch more to day
meetings, fewer, smaller and shorter residential conferences and downward pressure

of 24 hour dele gate rates.

ts
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e Demand generated by the Southampton Boat Show does not appear to have been
as strong in 2009, with many visitors reducing their length of stay. This appears to have
reduced the levels of business that hotels in the Southampton/Eastleigh Co rridor picked

up from the event.

e The cruise market continued to grow in Southampton in 2008 and 2009. It also

increased in Portsmouth, with 18 cruises starting and finishing from here in 2009.

e Many hotels in South Hampshire saw an increase in leisure br ~ eak business in 2009 as a
result a result of the growth in the 6staycationd
the UK for their holidays as a result of the recession and the strength of the euro against
the pound. Many hotels and hotel companies activ ely targeted this market with
special offer deals and packages. Some hotels reported a trend towards one -night

breaks on a Saturday night however, resulting in lower demand for Friday nights.

e Demand related to weddings generally held up in 2009 across Sou th Hampshire.
Weddings are booked a long way in advance so this market was not greatly affected
by the recession, other than in terms of reduced numbers for some weddings. Some
hotels expect to see a downturn in this market in 2010 however as weddings book ings

did not come through as strongly in 2009.

e Ferry-related business dropped sharply in Portsmouth in 2005 and 2006 following the
withdrawal of P&O ferries services to France in 2004 and 2005. Ferry passenger numbers
have remained fairly constant sincet  hen, increasing marginally in 2009 as a result of
the increased number of crossings to Le Havre by LD Lines following the introduction of

its second vessel on this service in November 2008.

e Air passenger movements through Southampton Airport reduced by 8% in 2009.
Demand for hotel accommodation from air passengers using the airport is thus likely to

have fallen by a similar level.

e Demand related to events in Portsmouth has reduced now that the International
Festival of the Sea is no longer held here. Even t-related business peaked in Portsmouth

in 2004 and 2005 with the D Day 60 ™ Anniversary and Trafalgar 200 celebrations.
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e UK group tour business increased for hotels in Portsmouth, Southsea and Havant in 2008
but dropped in 2009 as a result of reduced nu mbers of tours and lower humbers on the
tours that did run. Demand from European group tours held up in Portsmouth in 2009

but reduced for hotels in Southampton.

e Demand from ships reunions increased for Portsmouth city centre and Southsea hotels
in 2009.

e Demand for Masonic lodge weekends increased in 2009 for one 3 star hotel in

Southsea.

3.6. Denied Business'?

3.6.1. Midweek Denials

e 3 and 4 star and upper -tier budget hotels across South Hampshire were consistently
denying business on Tuesday and Wedne  sday nights in 2007 and the first half of 2008,
at times to a fairly significant extent in some locations. Tuesday and Wednesday night
denials have reduced significantly in 2009 however. Southampton city centre and
Portsmouth are the only locations where s ome 3 and 4 star and upper  -tier budget
hotels have continued to regularly deny business on Tuesday and Wednesday nights
but only to a relatively low degree. Other 3 and 4 star hotels in the two cities and other
parts of South Hampshire only occasionally de  nied business on Tuesday and
Wednesday nights in 2009 and some rarely turned away any midweek business during
the year. 3 and 4 star hotels rarely deny business on Monday and Thursday nights.
Some hotels occasionally deny enquiries for large residential co nferences (100+
delegates) that they do not have the available bedroom capacity to accommodate

alongside their core corporate business.

e Some of the small hotels in Gosport regularly denied business on Tuesday and

Wednesday nights in 2009, to a fairly sign ificant degree for at least one hotel.

e One of the large guest accommodation establishments in Hythe regularly turns

business away on Tuesday and Wednesday nights.

! Business that hotels turn away because they are fully booked.
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e Budget hotels across South Hampshire continued to regularly deny business on
Monday to Th ursday nights during 2009 although generally at a lower level than they
were doing in 2007 and 2008. Midweek denials remained particularly high for some
budget hotels in Portsmouth, Fareham and Havant. Levels of midweek denials have
increased significantly  for budget hotels in most parts of South Hampshire since
November 2009. Most of the Sub Regionds budget hot

away high levels of business on Monday to Thursday nights.

3.6.2. Weekend Denials

e Most 3 and 4 star hotels across South Ham pshire denied business on Saturday nights
between April and October during 2009 although not generally to the levels that they
were doing in 2007 and the first half of 2008. Saturday denials were most consistent and
significant for some 3 and 4 star hotels  in Southampton city centre and most 3 and 4
star hotels in Portsmouth. They were less frequent and significant for other hotels in
Southampton city centre and most hotels in the other parts of South Hampshire. Some
of the hotels in Southampton city centre and the Southampton/Eastleigh M27 Corridor

rarely denied business on Saturdays in 2009.

e The majority of South Hampshireds budget hotel s r e
and Saturday nights throughout 2009. Denials were generally higher on Saturday nig hts
and during the summer months. Some budget hotels in Southampton city centre and
all of the budget hotels in Portsmouth and Fareham consistently denied high levels of
business on Friday and Saturday nights throughout the year. Friday and Saturday
denial s have increased significantly for budget hotels across South Hampshire since

November 2009.

e The small hotels and large guest accommodation businesses in Gosport and Hythe

rarely deny business at weekends.
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3.7.

Prospects for 2010

3 and 4 star hotels have mixed views about their prospects for 2010. Some hotels in
Southampton city centre and the Southampton/Eastleigh M27 Corridor do not expect

to see any change in their occupancy and achieved room rate levels in 2010. Others

see some scope for growth as  a result of the anticipated further growth in the cruise
market and signs that corporate demand is beginning to recover. The reopening of

The Dolphin in Southampton in May could have an impact on 3 and 4 star hotels in
Southampton city centre and possibly a knock -on effect on hotels outside the city. Two
hotels in the Eastleigh area expect to see a further fall in occupancy and achieved

room rate in 2010 as a result of the new Holiday Inn Winchester, which opened in

February and is competing strongly forc  orporate demand from Winchester and
weekend leisure business. Three 3 and 4 star hotels in Portsmouth reported a strong first
quarter in 2010 as a result of increased corporate demand related to new project

work. Two other 3 and 4 star hotels in Portsmouth  expect to see a downturn in their
performance in 2010 as a result of a drop in corporate demand and rates and a

reduction in weekend leisure markets. 3 and 4 star hotels in Fareham expect to see an
increase in occupancy levels but no growth in achieved ro om rates. 3 and 4 star hotels

in Havant expect to see a fall in their occupancies and achieved room rates in 2010.

Budget hotels across South Hampshire are generally very positive about their future
prospects. Most expect to maintain their high occupancy levels and to continue to
turn business away as a result of renewed demand from contractors and a recovery in
corporate business. Budget hotels in Southampton and the Southampton/Eastleigh

M27 Corridor expect to benefit from the further growth in the crui se market and

increased demand from Southampton Airport.

Hotels across South Hampshire generally saw a downturn in business in January and
February 2010 as a result of severe winter weather conditions. A number of hotels
reported that they have had numero us cancellations in April as a result of the
disruption to air travel caused by the volcanic ash cloud from Iceland. Some 3 and 4

star hotels have had cancellations of residential conferences.
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4. FUTURE MARKET PROSPECTS

4.1. Strategic Context o The Growth Ag enda

e South Hampshire is one of 9 Sub Regions identified in the South East Plan 1. Within the
Sub Region, Portsmouth and Southampton are identified as regional hubs, dynamic
hubs of activity where growth will be focused, as well as centres for significant
ch ange and development. The South Hampshire Sub Region has also been
identified as one of 8 Diamonds for Growth in the Regional Economic Strategy, which
with their hinterlands will act as a catalyst to stimulate prosperity. The Sub Region has
received a nu mber of other designations that will promote growth, including
selection for New Growth Point status by DCLG (one of 29 locations in England), the
designation of 2 of the South East Regionds Strateg
and North of Hedge End (Ea stleigh), and the identification of a South Hampshire
Strategic Employment Zone at Eastleigh Riverside, one of the largest employment

sites in South East England.

e South Hampshire is to undergo transformational change over the 20 year period to
2026, to be implemented by PUSH (the Partnership for Urban South Hampshire). The
strategy is one of conditional managed growth, linked to investment in infrastructure.

This will involve an increase in jobs, land for business development, and new house

building. PUSH®6s original economic targets for the Sub Re

reviewed by DTZ) were for economic  -led growth, to achieve an upward step -change

in South Hampshireds economy through the delivery o
0 59,000 jobs, especially in higher value added and know ledge intensive

businesses, and building on existing clusters in advanced manufacturing, marine
industries, business services, logistics and distribution, retail and tourism, creative
and cultural industries, and emerging clusters such as life sciences and
environmental technologies;

o 2 million square metres of new employment floorspace, including delivery of the
regionally significant Strategic Employment Zone;

0 Anincrease in GVA from 2.75% to 3.5%.

! The South East Plan was revoked by the new coalition government in July 2010 as part of its
revocation of all regional strategies.
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e Alongside these employment targets, South Hampshire must d eliver 80,000 new homes
0 4,000 per annum. Environmental sustainability is a key theme reflected in the
approach to the design and development of both new homes and commercial

buildings.

e  Whilst Portsmouth and Southampton will be the focus of growth, sit es in the hinterland
allocated for development in Local Plans, plus brownfield sites will be required to meet

development needs. Additional sites are being sought through the LDF process.

e The table overleaf summarises the original employment space and ho using growth
targets for the South Hampshire Sub Region, with a breakdown by local authority area,
which together with the diagram that follows sets out the spatial distribution of this

growth and some of the key sites and proposals that will deliver it.

e DTZ s currently reviewing the economic development strategy for PUSH and preparing
revised forecasts for economic growth. While they have not yet completed this work
they have advised us that they think the scale of GVA growth will be lower than had
previ ously been estimated. They are predicting that recovery in employment from the
recession will be slow and do not expect pre -recession levels of employment to be
reached again until 2014 -15. The potential risks around public sector employment and
potential skills mismatches are the primary drivers of the slow employment recovery.
Spatial policy will highly favour the cities. Work by Centre for Cities for PUSH has
strengthened the existing commitment to a cities first strategy. They are the major
engines of g rowth but have failed to deliver for some time, with the urban boroughs
(Eastleigh, Fareham and Havant 0 not so much Gosport) generating the growth. With
l'ikely slightly | ower requirements for empl oyment
analysis) and the con tinued city centre focus there may be some reduction in the

need for development in the urban boroughs.
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e South Hampshire was also chosen as one of 5 priority places nationally for the
improvement of the cultural offer under the Living Places initiati ve announced by the
national cultural agencies, which aims to ensure that culture is embedded in
development and regeneration programmes. A Cultural Strategy has been produced
for South Hampshire, which aims to help deliver quality of place across the Sub Region.
By 2026 it sees South Hampshire as an International Capital of Culture, recognised

globally and nationally for world  -class maritime heritage, visual arts and international

cricket, and the next ©o6happening plased in culture.
infrastructure is very much part of the strategy, w
Sout hamptonds emerging arts offer, and the Rose Bow
events leading the way in the creation of a global cultural destination. Quality ho tels

are identified as an important part of the support infrastructure to deliver this vision, and
clearly there is potential for some of the proposed initiatives to generate leisure

demand for hotels.
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SOUTH HAMPSHIRE SUB REGIGNEMPLOYMENT FLOORSPAC& HOUSING TARGETS 2002026

LOCATION JOBS GROWTH/ EMPLOYMENT FLOORSPACE TARGET (sq m) | HOUSING GROWTH
2006- 2026 TARGET 2006 2026

B1 Office B2 B8
Manufacturing Warehousing

South West Area
(Southampton/Eastleigh/N&NE Hedge 1,067,000 680,000 93,000 294,000 34,840
End SDA/New Forest/Test Valley)
South East Area

(Portsmouth/Fareham/N Fareham SDA/ 898,000 535,000 123,000 240,000 45,160
Gosport/Havant/Winchester/E Hampshire)

East Hampshire 5,500 4,000 1,000 500 1200
Eastleigh 332,000 160,000 50,000 122,000 7080
N/NE Hedge End SDA 74,000 46,000 8,000 20,000 6000
Fareham 41,000 23,000 6,000 12,000 3720
N Fareham SDA 121,000 72,000 16,000 33,000 10,000
Gosport 81,500 39,000 12,500 30,000 2500
Havant 162,000 75,000 45,500 41,500 6300
New Forest 72,500 24,000 11,500 37,000 1540
Portsmouth 287,500 176,000 36,500 75,000 14,700
Southampton 419,000 322,000 16,000 81,000 16,300
TestValley 169,500 128,000 7,500 34,000 3920
Winchester 199,500 146,000 5,500 48,000 6740

Sources: South East of England Plan/PUSH Policy Framework for Employment Floorspace
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