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Introduction

Crete is the largest and most populous of the Greek islands, the 88t largest island in the world and the fifth largest island in the
Mediterranean Sea, after Sicily, Sardinia, Cyprus, and Corsica. The largest city, and the island’s capital, is Heraklio. The island is
currently the most popular destination in Greece in terms of international visitation. Administratively, it is divided into four
prefectures (namely Chania, Rethymno, Heraklio, and Lassithi) while major cities and tourism destinations are Heraklio, Chania,

Agios Nikolaos, Rethymno, Sitia, lerapetra, Malia, Hersonissos, Elounda, and Kissamos.
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Chania Prefecture is on the west end of the island and most of its surface is covered by the “White Mountains” mountain range.
The City of Chania is the capital of the Municipality and the second largest city of Crete, built over the ruins of the Minoan city
of Kydonia. The city has two major gates: the airport in Akrotiri (the operation of which was recently undertaken by Fraport)
and the Souda harbour, which is the biggest natural harbour in the Mediterranean Sea. The city of Chania constitutes a crossroad
of civilizations and continents with a long history, natural beauty, unique architecture and rich tradition while it can be divided
into two parts: the old town and the modern city which is the larger one. The old town is situated next to the old harbour and is
the matrix around which the whole urban area was developed. To the south, the old town is merged with the modern part of
the city, whereas to the north the physical border is the sea.

Economy

With regards to its economy, the prefecture’s main products in the primary sector (agriculture - livestock), are: olive oil, citrus,
wine, vegetables, cheese, honey and bakery products. In recent years, a great interest has developed in the organic - biological
cultivation and standardization of such products. The Chamber of Commerce has also done important work in the field of
product certification, including the labels of Geographical Origin and Designation of Origin. In the secondary sector (industry -
crafts), economic activity concentrates on the food and beverage industry, the lumber and construction industry. The tertiary
sector (services) employs the majority of the population. This sector mainly deals with the hotel and tourism services as well as
trade of goods. Chania does not lag behind in modern infrastructure, as it is home to the Technical University of Crete and many
other educational establishments as well as a general hospital inaugurated in 2000 and serves the entire prefecture and Western
Crete.
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FIGURE 1: DOMESTIC AND INTERNATIONAL ARRIVALS 2007-18 (000S) Accessi bil ity

1,400,000 By Air

1,200,000 Chania International Airport, "Daskalogiannis”

1,000,000 | is an international airport located near Souda

E 800,000 & Bay on the Akrotiri Peninsula, some 14
= c00000 | kilometres to the northeast of the city centre. It
is the fifth busiest airport in Greece accepting

400,000 both scheduled and charter flights during
200,000 + summer from numerous major European

0 cities.

2007 | 2008 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
m International 633,6 | 671,4 | 608,6 | 593,2 | 656,7 | 717,2 | 849,2 | 935,6 | 939,7 1,039 | 1,105 | 1,164

In December 2015, the privatization of
operations of the Chania International Airport
and 13 other regional Greek airports was

m Domestic 248,9 318,28

254,6 | 2807 | 2279 | 2178

1935 | 185,8 | 2856 |411,7

436,7 | 414,8

Source: Hellenic Statistical Authority

finalized with the signing of the agreement
between the Fraport AG/Copelouzos Group joint venture and the state privatization fund. Immediate actions that have already
been taken after Fraport Greece took over operations.

According to press releases, under this 40-year deal with Fraport the number of passenger movements is projected to increase
to ten million by 2055, with a projected annual growth rate of 3.78%. The air traffic movement is predicted to grow from 15,000
to 65,700 by 2055.

Total airport arrivals in Chania grew at a healthy Compound Annual Growth Rate (CAGR) of 4.3% during the past 12 years,
reflecting the tremendous dynamic of the market. During the period 2007-18 international arrivals grew by 70% while domestic
arrivals also increased by 28%, although other destinations within the country recorded a significant drop in domestic arrivals
as a result of the crisis that affected the spending power of Greek people. This can be attributed to the fact that from April 2013
onwards the low-cost carriers opened its first base in Greece in Chania Airport which evidently boosted the airport’s incoming
activity by doubling its domestic travellers. In general, the airport has continuously recorded approximately 1.5 million arrivals
over the last three years.

By Sea

Chania also accepts thousands of tourists  rGURE 2: TOTAL PASSENGER AND CRUISE PASSENGERS AT CHANIA PORTS 2010-18 (000S)
by sea. The port of Souda is located in the

600 T
homonymous bay and is the main port of
Chania. Itis located about seven kilometers 500 1
east from the city center, connected by T a0
frequent itineraries of public and intercity S
buses. The port of Souda serves also g 3007

. . : £
commercial purposes, while here is "o 200 -
handled a large volume of the agricultural g
production of the prefecture, in olive oil g 1007
and vegetables. It is considered one of the 0 -

i ) 2010 | 2011

most important ports in the Eastern = Port so1 | soa a4
Mediterranean. At the north end Ofthe pOI‘t m Cruise PESSE!’IEE[S 12 152 | 129 | 124 | 33 | 97 | 148 | 128 | 140

of Souda lies also the NATO Base and the
facilities of the U.S. Navy, in front of which
the sailing of ships is prohibited.

Source: Hellenic Statistical Authority
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Total arrivals by sea in Chania grew ata moderate CAGR of 1.0% during the past eight years primarily driven by the tremendous
increase of cruise passengers while the passengers arriving via ferries decreased by 2.4%. The aforementioned drop in ship
passengers is believed to have taken place due to the renovation of the airport, the amelioration of its facilities and the
introduction of several low-cost airlines which made the trip to Crete from Piraeus cheaper and faster. According to preliminary
data, itis expected that 2019 with be a record-breaking year for cruise ships arrivals in the port of Chania. The cruise ship season
is expected to start sooner that any year before, since the first cruise ships already reached Souda’s port on February.

Tourism

_ _ _ ., VENETIAN PORT
Tourism is an important element of Chania’s

economy. The area’s sights are concentrated mostly
in the old town, which stretches around the
Venetian harbour. The old city of Chania has been v e
designated by the Ministry of Culture as a historical 285, i ‘ Eﬁ ¥ S 1o :
listed monument. Being a big and vibrant city, and 8 s "* ';—'": T"'TT ""s'{ ""‘“j’""":._ Ty,
due to its ideal all-year round climate, visitation is ¥ ! ) . ' : ”,

not restricted by seasonality which is the usual case 3
in major Greek destinations; however peak tourism

levels occur during summer.

Moreover, beach conditions are outstanding - the
beaches are vast and pristine and many of them
award-winning Blue Flag. In the broader region are some of the most famous beaches in Crete - Elafonisi, Falassarna and Balos.

Demand for Transient Accommodation

Basic Visitation Factors

Visitation at hotels in the city of Chania has been mainly of international nature; foreign visitation, in terms of accommodated
bednights, accounted for more than 90% nearly every year while domestic tourists staying in the city are mainly Greeks
travelling for corporate/business purposes to Chania.

FIGURE 4: ACCOMMODATED BEDNIGHTS IN CHANIA CITY 2010-17 (000s)

Domestic International Average Length of Stay (Days) Bed Occupancy
Year Bednights % Change Bednights % Change Bednights 9% Change International Domestic

1,608 — 310 — 1,258 — 6.4 3.0 48.3 %

1,711 (5.8) 219 (24.8) 1,492 (2.2) 6.3 2.9 47.2

2014 1,579 5.1 214 0.5 1,764 3.7 6.1 2.7 32.9

2016 2,411 6.3 250 3.2 2,161 6.7 6.1 2.8 56.8

Compound Annual
Growth Rate 2010-17 6.5 % (2.4) % 8.3 %

Source: Hellenic Statistical Authority
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Seasonality

As in most leisure tourism destinations in Greece, the highest arrival figures in Chania occur during June - August with the
airport recording more than 200,000 arrivals each month and hotels reaching or sometimes exceeding 95% of occupancy.

FIGURE 5: SEASONALITY 2018
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Based on recorded airport arrivals, Scandinavia is by far the
dominant market for visitation with Great Britain and
Poland being the only other countries with noteworthy
presence. Scandinavians started visiting the area back in the
1970s and Chania has been established as a leisure
destination for the last 50 years perhaps due to people’s
familiarity with the region and the awareness that is
developed because of word-of-mouth promotion among

Scandinavian peers but also from parents to children.

Hotel Supply

Dec

In general, the seasonality follows a typical trend for
summer resort destinations where the distinct bell-
shaped curve peaks in mid-July/August, the
traditionally busiest summer vacation period in
Greece. Various efforts have been made towards the
extension of the seasonality of the destination’s
visitation. The recent concession of the airport
together with the stabilisation of cruise ship
approaches are both factors that could play a major
role in extending the operating season of the hotels
and other tourism businesses in Chania, ideally on a
year-round basis in the longer term.

FIGURE 6: SOURCE MARKETS 2018
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The majority of hotels in the entire prefecture are classified as one- and two-star, while the relative stagnation of five-star units
was quite evident until 2013 with upscale properties increasing only by a small percentage. In 2014-18, and particularly during
FIGURE 7: HOTEL SUPPLY IN CHANIA PREFECTURE 2010-18

CAGR
2018 2010-18
Number of Hotels
Five-Star 16 18 15 15 21 22 24 27 32 9.1 %
Four-5tar 48 50 51 54 54 55 57 60 70 4.8
Three-Star 110 111 110 112 117 115 121 127 130 2.1
Other 352 353 353 351 350 348 345 336 331 (0.8)
Total 526 532 533 536 542 544 547 550 563 0.9 %
Room Capacity
Five-Star 1936 2,193 2,455 2,455 2,525 2,667 2,920 3,145 3,902 9.2 %
Four-5tar 3736 3,838 3,815 4,014 4,013 3,999 4,064 4,318 4,733 3.0
Three-Star 4601 4,624 4,604 4,722 5,026 5,022 5,140 5,595 5,886 3.1
Other 11970 12,135 12,301 12,166 12,074 12,027 11,866 11,338 11,112 (0.9)
Total 22,243 22,790 23,175 23,357 23,638 23,715 23,990 24,396 25,633 1.8 9%
Bed Capacity
Five-Star 3875 4,381 4,946 4,946 5,096 5,380 5,966 6,478 8,132 9.7 %
Four-Star 7322 7,518 7,444 7,845 7,848 7,851 8,003 8,550 9,451 3.2
Three-Star 8568 8,544 8,506 8,698 9,285 9,276 9,515 10,273 10,772 2.9
Other 21030 21,303 21,672 21,445 21,281 21,182 20,906 20,059 19,618 (0.9)
Total 10,795 141,746 12,568 42,938 43,510 43,689 44,390 45,360 47,973 2.0 9%

Source: Hellenic Statistical Authority
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the last two years, this number of five-star properties experienced a tremendous increase reaching 32 hotels. The new upscale
properties are mainly small luxury units with low room count operated by local hoteliers.

Although the number of hotels in the municipality of Chania appears to be relatively high, 88 properties operate within the city
of Chania featuring slightly more than 2,000 rooms (average size of hotels is 24 rooms).

Recent and Forthcoming Tourism Developments

Some of the most notable forthcoming tourism developments in the city of Chania are the following:

e The owners of Domus Renier have recently announced the restoration of another historical building located in the city of
Chania and its launch in the market as an upscale boutique property. The building is called Villa Blache while it used to
host the offices of the French embassy back in the end of the 19t century;

e Licences have been granted for the reconversion of some old tanneries into a four-star, 46-bed boutique hotel in the area of
Tabakaria, east of the old city and at a very close distance to it. Some more small hotels are rumoured to be developed in
the same neighbourhood due to the location of the old tanneries right on the seaside.

The wider area of Chania, outside the city’s boundaries, features long sandy coasts suitable for the development of large,
beachfront hotels. Therefore, during the last years, the area has attracted the interest of local and international hotel investors
and operators aiming at creating premium, beachfront properties targeting mainly families. The following lines describe some
recent and forthcoming hotel developments in Chania’s Prefecture.

e Autograph Collection Hotels, Marriott International’s growing collection of independent hotels, opened its second
property in Greece with the launch of Domes Noruz Chania. This new, adults-only resort opened in August 2016 in the
area of Daratsos. It is an 83-room and suite beachfront hotel while it has distinguished itself from the competition as itis an
adults-only hotel in a region which has been traditionally considered as a family destination;

e In 2018, the five-star, 287-room Euphoria Resort opened in Kolymbari, Chania. The new hotel belongs to locals that also
own and operate the Minoa Palace Resort in Chania. The new property is marketed as a premium all-inclusive family resort;

e The newly opened Casa Cook Chania is CASA COOK CHANIA
the first family-friendly property of the
specific brand inaugurated by Thomas
Cook approximately two years ago. The
hotel features 106 rooms and has been
developed on a beachfrontlocation just
400 meters from the city’s boundaries
and approximately two Kkilometers
from the old city district;

e The development of a new five-star
hotel under the name of Crown Royal
Resort and Spa is proceeding. The
hotel will be located on Georgioupolis
beach and is planned to feature 148
rooms while it is scheduled to
commence operations in summer
20109.

Hotel Performance

The following table provides an indication of the evolution of performance of 15 hotel properties in the municipality Chania
(modern city and old district) over the last three years based on actual data. It should also be noted that all occupancy
percentages refer to 365 days of operation for consistency reasons.

During the period 2015-18, the average rate of examined hotels increased from approximately €75 to approximately €82 with
the highest figures being recorded in the hotels located in the old district of Chania. The reason for this is that the hotels in the
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specific area are mostly visited by indivindual leisure guests while the ones in the modern city are mostly preferred by group
leisure guests or corporate domestic travellers with less spending power. During the same period figures depicting occupancy
rate recorded fairly high levels, for a seaside destination, ranging between 69% and 72% (when annualised).

Operating season in Crete is slightly  rGURE 10: HOTEL PERFORMANCE — CITY OF CHANIA 2016-18
longer than other leisure destinations in

the country and hotels are able to

90 - - 73.0
operate about 200 days due to the 20 -
favorable climate conditions prevailing 70 4 - 72.0
on the island due to its southernmost co 4 | 710
location in Greece. Especially for Chania co 4
city this season is expanded to 240 days (€) 40 4 - 70.0 %
for the seasonally operating hotels. The 30 4 | o0
area is a purely leisure destination with 20 4
only some limited corporate activity that 10 4 - 68.0
consists mainly of domestic business o 67.0

travelers throughout the year and, 2016 2017 2018
secondarily, of international military
executives visiting the NATO base in
Souda. that also generate some room
accommodation demand.

I ARR (£) RevPAR (€) === Occupancy (%)

Source: HVS Research

Real Estate Market “Golden Visa” Initiative

The financial instability prevailing in Greece over the last few years
has opened a window of opportunity for investment as many Greek

Number of Number of People . .
Residence Granted with owners put their residence on the market for sale and/or rental.
Permits % Change __Residence Permit % Change Chania has an emerging holiday home market. This growing trend
has caught the interest of foreign investors, making the acquisition
of a holiday home in Chania ideal not only for a vacation home but
also as an investment which offers high rental yields and a future

FIGURE 12: NUMBER OF RESIDENCE PERMITS GREECE 2013-19

2018 3,852 56 5,756 57 value appreciation. Greece is amongst the latest nations to join other
2015* 4154 M/ AFE 11,445 N/AaFE= . . .
European countries that have established the so-called Golden Visas
” Year-to-March 2018 designed to attract economic benefits to the country. According to
** Increase by 6.7% year-to-March data 201% compared to total 2018 L. ) ) . .
==+ Increase by 17.3% year-to-March data 2018 compared to total 2018 that initiative, investors from non-European Union countries who

Source: Enterprise Greece

buy a property worth at least €250,000 in Greece are awarded with
special visas that provide residence permits to them and their family
members. Moreover, the holder of a Golden Visa and his family members are awarded with a free pass to 26 Schengen-member
countries in Europe. Preliminary data indicate that 2019 will be a record-breaking year for the real estate market in Greece
mainly attributed to the unprecedented of Chinese investors. According to data published the Ministry of Internal Affairs, the
main source countries of people granted with residence permit for year-to-date April 2019 are: China (6,824 licenses), Russia
(1,072) and Turkey (1,032). Chania comes fifth in accepting such applications on a very small scale though. However, there is a
steadily increasing interest of citizens from China, Turkey, Russia to purchase real estate assets in Chania under the "Golden
Vision" program. The main reason behind Chania being ranked high in the list of preferred destinations by foreigners to buy a
house in Greece is because during the last years owning a house in the city of Chania (particularly in the old part of the city) has
evolved into an investment opportunity with sufficient financial returns. Another reason is the easiness of procedures as the
administrative office in Chania which handles all the Golden Visa applications takes much less time to approve a request
compared to the same office in Athens.
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About HVS

HvVS is the world’s leading consulting and services
organization focused on the hotel, mixed-use, shared
ownership, gaming, and leisure industries. Established in
1980, the company performs 4,500+ assignments each year
for hotel and real estate owners, operators, and developers
worldwide. HVS principals are regarded as the leading
experts in their respective regions of the globe. Through a
network of more than 30 offices and 450 professionals, HVS
provides an unparalleled range of complementary services
for the hospitality industry. www.hvs.com

Superior Results through Unrivalled Hospitality Intelligence.
Everywhere.

HVS ATHENS, established in 2006, offers a wide range of
expert consulting services for hotels, resorts, serviced
apartments and mixed-use developments in Southeast
Europe. Our office team consists of highly skilled
professionals with substantial industry experience who
possess significant experience with a large number of major
projects in Greece, Balkans, Malta, Cyprus, Georgia, Turkey,
and Morocco. HVS Athens performs valuations for mortgage
security and transaction purposes, market feasibility
studies, market research and demand analyses, as well as
operator selection, management contract analysis and
negotiation services.

www.hvs.com
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