InterContinental Shanghai
Wonderland Hotel

in a nutshell

photo source:

While the media darling might not have
generated the brightest ROI numbers, the
intangible returns including an extensive PR
exposure, should have made up for the
financial setbacks.
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The new favorite of the media “InterContinental
Shanghai Hotel”, also known as Shimao Wonderland, claims to have invested more than 2 billion
RMB, including a part of the hotel construction
cost (RMB 1 billion), on the "Turn scar into the
landscape" project. This hotel is positioned in the
high-end resort market of Jiangsu, Zhejiang,
Shanghai, and is crowded every weekend and on
holidays. Shimao Group stated the Hotel generates annual revenues of RMB 300 million.

In terms of Shimao Group's Corporate image,
Discovery Channel made a special coverage for
the hotel instead, which gave Shimao Group a
good reputation and a very wide exposure. This
PR effect is not something you can just buy.

“

If we estimate
hotel’s payback
period with the
industry average
EBITDA margin of
25%, the full return
on investment
should take around
14 to 16 years.
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If we estimate hotel’s payback period with the
industry average EBITDA margin of 25%, the full
return on investment should take around 14 to 16
years. Since the a rapid ROI is not a part of the
hotel’s advantages for the developers, the real
purpose of investing into Shimao Wanderland
Hotel should be stimulating other projects in the
surroundings, from a rational business point of
view. However, the surrounding house prices fell
by 5% - 8% after the hotel opened. The market
response to the house prices was different from
the original plan, and the income was also limited
due to the fact that other local real estate investment projects were in a remote geographical
location. Therefore, the strategy did not actually
stimulate its peripheral development.

Alila Anji Hotel

The six years construction and a total investment of RMB 700
million in Alila Anji Hotel was quite worrisome for numerous
observers. Besides the grass and trees, the only natural
attraction of the area is a lake. At least there are other projects
and real estate developing in the vicinity of the InterContinental
Shanghai Wonderland Hotel. Alila Anji is located in Hangcai
town, Anji county, where the focus has always been on the
"Return of Zheshang" project, and JW Marriott, Hello Kitty
fantasy castle hotel, Junlan International hotel have already
settled in.
However, its remoteness means it's a long way off for the guests,
which leads to poor occupancy rates since the Alila Anji hotel
opened. Although Alila Anji tried to optimize the payback period
with the sale of corrsponding villas in its early stage, they are
curently put on hold. Perhaps, being rich and capricious is a
realm that ordinary people could not understand, and investors

Beidaihe Arcadia Hotel

Beidaihe, the most popular coastal tourist destination near
Beijing, has always been the capital's first choice for summer
vacation. The local government has invested RMB 1.18 billion in
the construction of tourism infrastructure in the past decade,
aiming to build it into a high-end 5A scenic spot.
Beidaihe Arcadia Hotel has been selling the proprietary of the
hotel rooms since the beginning of its development. The total
number of rooms at Beidaihe Arcadia Hotel is 860, among which
more than 300 rooms are available for sale. The hotel room price
varies from RMB 13,000 to RMB 17,000 per square meter
depending on the room type. With the area of more than 60
square meters per room, the total price range is from RMB
800,000 to RMB 1.1 million. In 2017, seven years after the
opening, the hotel's absorption rate was around 83.3 % with an
average of three rooms sold per month. As such, although the
parback period of this project is relatively long, the return rate is
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Sanya Atlantis Hotel
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Meanwhile, the success of the Atlantis hotel project in Sanya,
an “established” tourist spot, has transformed the market’s
investment model for resorts and homes.
This $11 billion project by Fuxing International group in Tangan
includes a resort and its surrounding properties with 1,004
available housing units (197 villas and 807 apartments). After
the sale commenced in November 2016, its price increased till
RMB 130,000 per square meter in the early days of hotel’s
grand opening.
Although Tangan's housing price has fallen to RMB 85,000
per square meter nowadays, it is still nearly three times the
average price of Haitang district where the project is located.
In the first half of 2018, this project has reached RMB 6.988
billion in the return on capital, which significantly reduced its
previous asset-heavy investment. The company sold 190 villas
and 788 apartments by the end of June 2019, and achieved a
97% absorption rate with an average of 30 units sold per
month. Congratulations on Boss Guo having raked in millions!

Thaiwoo Ski Resort

The housing prices in Chongli district of Zhangjiakou city, also
known as the site of Olympic, have risen from RMB 5,000 - 7,000
per square meter in 2015 to RMB 20,000 - 40,000 nowadays
with a 300% growth rate. Meanwhile, the opening of high-speed
rail line from Beijing to Zhangjiakou has reduced the journey time
from Beijing to Chongli to only one hour. The number of tourists in
Chongli is close to 3 million now, and with the opening of the
high-speed railway, this number is expected to reach 10 million by
2022.
As part of a support program for large-scale tourism resorts for
winter Olympics, Thaiwoo Ski Resort was built with an investment
of nearly RMB 20 billion by Sinobo Thaiwoo (Zhangjiakou
Chongli) Cultural & Tourism Co., Ltd., and consists of five ski
parks, nearly 20 restaurants, five star hotels, and several
shopping centers. Its splendid surrounding entertainment and
dining programs keep up resort's housing prices. Take Thaiwoo
Xuehaoju serviced apartments as an example: the average
housing price in other areas of Zhangjiakou is about RMB 10,000
per square meter, while the average housing price of Xuehao
serviced apartmens in the past year was RMB 30,000.

Having compared the investment and revenue
capacity of various resorts, we have concluded from
the cases outlined above that many resort owners are
motivated to invest in projects, surroundings of which
offer saleable assets and boost the resort-type
property market. Among the resort-type products,
"Selling a hotel-room ownership" have become a
significant contributor to promote the project's
cashflow and attractiveness.

Going back to the question raised at the beginning
of this paper, we summarize the comprehensive
reasons for the real estate developers to create
resort-type destinations:
• related to corporate strategic planning,
resort-type hotel projects are used to enhance its
corporate image;
• the hotel brand and supporting facilities are used
to stimulate the demand for house purchase in the
surrounding areas, in oder to improve the real
estate’s respective absorption rate;
• hotel projects fulfill the approval requirements
for city planning with the primary purpose of
promoting the local economy.
If you want to create and operate a successful
destination-type project in China, a place that
focuses on return on investment and the growth
value, you must consider the destination's
development stage, non-repeatability, and policy
directions.

Prospects for
China’s vacation-type
housing market
There has always been a controversy of "buy a cow for a glass of
milk" among the buyers of vacation-type properties. On the one
hand, the housing prices in popular cities are generally higher,
while not all vacation cities are ideal for investment resort
properties. On the other hand, the strict housing control policy
has shown signs of easing recently, and housing remains the
most stable value preserving product. Therefore, buying a
vacation-type property for personal use or investment has
become a solution for some buyers.

.

In order to have a deeper understanding of vacation-type
properties’ performance in the market and the tendency and
demand of buyers, we conducted a questionnaire survey on
130 people in China aged 22 to 59 with different incomes
and occupations.

family-use property. As for the retirement-type
of vacation house market, there is still plenty of
room for growth in the future.

Room preferences

The survey revealed that more than half of
respondents ( 51 %) would prefer to buy a large
vacation house with three bedrooms and two living
rooms, followed by 35% of respondents preferring a
two bedroom, one living room house type and 17%
choosing three bedrooms with a living room.
Meanwhile, nearly 60% of the respondents want their
vacation house to be larger than 150 square meters.
Vacation houses should be designed with buyers'
preference of larger size in mind, considering the
traditional Chinese concept and the demand
characteristics of "taking families with you" to travel.

Room type Preference

Room Area Preference

*平方 = Square Meter

Meanwhile, nearly 60 percent of the respondents want
their vacation house to be larger than 150 square meters.

“

“

Major factors to consider:
location, surrounding facilities, price, transportation.

Purchase factor ranking

Considerable factors in order for buying Vacation House

Location

Supporting facilities

Price

Public transport convenience
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b)
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d)
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a) Geographical location: The vacation
property industry in China is still in its
infancy, and most Chinese people are still
focused on well-developed tourist
destinations such as Hainan and Yunnan.
Moreover, some immature destinations
with limited popularity have some
challenges in attracting tourists.
b) Supporting and surrounding facilities:
Buyers will usually choose to stay in the
destination for a period of time, after all,
a short stay in the hotel is enough.
Buyers have higher requirements of living
facilities after spending more than a
week around the vacation house. Owners
will not only need to purchase daily
necessities, but also seeking for some
relaxation and entertainment options as
well, which would help them to enhance
the stay experience. In one of the above
cases, the success of Atlantis Hotel
Sanya also depended on the help of the
complete surroundings.
c) Price factor: As an alternative to
urban housing or tourism real estate,
price is not the primary consideration for
buyers, but overpricing can cause such
products to become uncompetitive with
urban housing.
d) Convenience of the transportation:
The fast pace of life and precious
vacation time make buyers value the
time they take to get to their vacation
house. The distance from the city will
affect the client’s desire to buy.

Target audience

Men and Women’s Interest of Buying Vacation House

Male

Female
Yes No

Age of Buying Vacation House in the Future

Comparing to men, women are more likely to buy a
vacation house. In the survey, nearly 70% of
women would consider buying one.
After a more comprehensive observation on men
and women's purposes of purchasing vacation
house, the results of our survey reveal the purposes
that ranked at the top are still the same, which is
for personal use. Compared with 7.69%of men,
24% of women chose to rent out their purchases.
As a results, we conclude that female buyers may
be more likely to prefer smaller, better located,
and more mature rental markets for vacation
property.

Most of those surveyed chose middle age to start planning a vacation house purchase. Thus, the main
purchasing power will be concentrated in the hands of generation Y buyers. The main source of
receiving information from generation Y will be different from the current target audience, such as
social media, magazines and websites.

Conclusion
In the recent years, the number of large-scale investment projects in destination-type complex popped
up like mushrooms after a Spring rain in China. Only few projects are successful, with the rest having
problems such as long payback period, difficulty in getting the return on capital, and low efficiency in
operations. Thus, the initial design of the project and the format planning will undoubtedly become
more critical. Alliance Hospitality has obtained the following experience based on the collision of (1)
understanding of development purpose, (2) investigation of buyers’ demand and (3) years of
project/property consulting experience:
1. The convenience of life and transportation is the key.
Developers should pay attention to the locations that are remote yet offer excellent natural scenery.
Most Chinese people's understanding of a vacation is not a practice of seclusion akin to "Get away
from the world, and spending time along in nature". The location and surrounding facilities are the
most important factors for buyers to consider, therefore, the following needs to be considered in the
pre-development period (even before land transaction): (1) Is there enough living facilities around? Do
you need to develop it yourself? (2) do you have the necessary facilities for a mature destination in the
future? When will that happen? (3) can the infrastructure and transportation be satisfied? If not, do you
have the ability to solve it yourself? The answers to these questions will affect the amount of
investment and the payback period.
2. Don't invest! Buying a house is for personal use and retirement.
We see a lot of vacation house properties still trying to attract buyers under the name of 'investment'.
However, according to the results of the questionnaire, 65% and 46% of people bought a vacation
house mainly for their own use and their retirement respectively. Regarding the above cases, the more
successful Tangan and Xuehaoju are popular in the market due to the complete entertainment and
catering facilities around them. Therefore, both the product design in the early stage, and the sales
publicity later on should be more in line with the market demand.

Conclusion
3. The trend for large area and large room sizes.
Chinese travel habits of "lugging a family" have made buyers more interested in products with larger room
sizes. 54% of respondents choose 150 square meters for their vacation house size. We believe that in the
vacation products, buyers are more inclined to choose large family products.
4. Vacation houses designed for women will sell higher.
Women (70%) were more interested in buying a vacation house than men (60%). Therefore, in terms of
house type planning, interior design, and sales strategy, focusing on the feminine likings to stimulate the
sales of vacation housing.
5. Buyers are focused on social media for the next 10 years.
In terms of product sales and publicity, most people said they would not start to consider buying a
vacation hosue until they were over 40. The distribution channels of developers should consider the
pertinence of information acquisition habits of such people. The current information access channels of
the customer may be more traditional, while the future mainstream purchasing power is concentrated in
the generation Y, the distribution channels will be converted into digital channels.
Sometimes, the meaning of a vacation house is to seek the habitat of the soul when in the process of
leaving and going far away from home. Let consumers have the opportunity to meet themselves in the
gap of time. It has become a new trend for Chinese families to buy real estate for leisure and retirement.
In the current diversified living environment, developing, positioning, and providing a mutually beneficial
holiday residence for different consumer groups is the focus of all developers.

About us
Alliance Hospitality is committed to creating the
highest value for the hotel owners through its rich
experience and innovative spirit. We provide a full
range of services including feasibility studies,
development planning, project management,
operator selection, contract negotiation, operations management, and asset management.
To maximize the project operating profitability and
asset flexibility, Alliance Hospitality team leads the
clients to walk in the forefront of times with rich
international experience, and creates infinite
possibilities!

Special disclaimer: the above statements reflect the authors’ views only and do not
represent any form of professional advice issued by Alliance Hospitality. The content
of this paper, including pictures, images and other audio-visual materials, shall not
be used or reprinted without a written authorization of the relevant department. If
you are interested in further communication or discussion on relevant issues, please
feel free to contact us.
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No. 199 Hengshan Road, Shanghai, PRC
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