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Economic Analysis: International

* Global economic growth is at 2.2 percent in 2016 and
projects at 2.6 percent in 2017

» Asia and Africa are currently experiencing the most GDP
growth across the world.

Annual percent change

B 10% or more 0% - 3%
M| 6% -10% M| less than 0%
B 3% -6% no data

Gross domestic product is the most
commanly used single measure of a country's
overall econamic activity. It represents the tofal
value al conslant prices of final goods and
services produced within a country during a
specified ime period, such as one year.

ZSowurce: Warld Economic Qutlook [October 2016)

http://www.imf.org/external/datamapper/index.php



Economic Analysis: National Level

- Stagnhant economic growth over the last 5 years

- Have not had 3% annual GDP growth since 2005-2006

- In need of economic boost

U.S. GOES RECORD 10 STRAIGHT YEARS
WITHOUT 3% GROWTH IN GDP
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Economic Analysis: International/National

- The 2016 Presidential Election result caused worldwide
uncertainty about the future of the United States

- Affects the International Economy
- Foreign Investors pulling money out of US Markets

- Affects the National Economy

- Uncertainty in the future of our country hurts the US Markets
S&P 500 futures
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http://money.cnn.cdm/2016/11/08/investing/gIobal-markets—stocks:t-rump-clinton-us-p_r_esidential-election/



Capital Market Analysis

- Stock Market:

- Still recovering from 2008 crash
- Showing signs of growth
- Uncertainty with latest Election

- Bonds Market:
- Steady growth over last 5 years
- Still seen as a “safe” market for

the long-term

Stocks traded, total value (% of GDP)

wearld Federation of Exchanges dalsbase
License - Open
Lime Bai Map ¢ alza Shaw <5 Shara (i) Deralls

2011 - 2015

http://data.worldbank.org/indicator/CM.MKT.TRAD.GD.ZS?end=2015&locations=US&start=2011&view=chart

Value for the bond market

$35,706 billion $36,604 billion $37,745 billion $39,016 billion $39,996 billion

http://www.sifma.org/research/statistics.aspx




Value Chain Analysis:

Sector Analysis

evelopers Property
) nstructi Dn>>F|nancmg >> REITS >>anag em en>> Tenants >

MI real estate
properties must

Get mvestments
from REITS, Real

start with estate brokers,
developers or investment
construction banks
workers that
build the

\pruperﬁes. VAN

J

REITS are Landlards and

necesarry in other managers

order to fund are necesarry to

the property take care of the

investements. properties and
carry out the
lease for the

\ Y, \tenants.

Real Estate
properties are
developed for
tenants to live
in.

/

.

.

Government (local, state, federal)

SUPPORTIVE ORGANIZATIONS

Land lords regulate their own individual properties.
municipalities and etc.




Industry Analysis: Real Estate

- Real Estate Industry
showing steady growth

- Higher GDP growth rate
than the U.S. & the
World GDP

https://www.entrepreneur.com/topic/real-estate

Degree of industry maturation relative to GNP growth
Real Estate Industry

$2,014 Billion

$2,086 Billion

$2,145 Billion

$2,247 Billion

Industry growth rates

3.50%

3.57%

2.83%

4.76%

http://www.bea.gov/industry/gdpbyind_data.htm




Company Analysis:

@ APPLE HOSPITALITY REIT

N

- Publicly traded real estate investment trust that owns one
of the largest portfolios of upscale, select service hotels Iin
the United States

- Founded in November of 2007
- Locations in urban, high-end suburban and developing markets
- Locations spread across 33 different states.

- The Company’s portfolio consists of 236 hotels across the
Hilton and Marriott families of brands.

0)
A\arrioft Hilton

HOTELS - RESORTS - SUITES HOTELS & RESORTS




-
Business Strategy Analysis

- Diversification: Apple Hospitality REIT believes in their
strength of broad geographic diversification.

- Located in a variety of urban, high-end suburban and developing
markets which help drive strong, consistent performance

- Differentiation: Specialize by leveraging a fully-
Integrated investment platform and highly analytical
approach to portfolio management




-
Management

Glade Knight Kristian Gathright Justin G. Knight
Executive Chairman V.P. & COO CEO

Bryan Peery I_David Buckley Nelson Knight
V.P. & CFO Chief Legal Counsel Chief Investment Officer



Management

- Number of Employees
- 2011 & 2012 operated by 3" party management
- 2013 — 52 Employees
- 2014 - 51 Employees
- 2015 - 55 Employees

- Insider trading is nonexistent

- Not a lot of information offered on:
- Productive capacity of the company
- Main Shareholders
- Development Prospects



-
Company Life Cycle & Long-Term Outlook

- Life Cycle of the Company:

- Apple Hospitality REIT underwent major internal growth in 2014 before
becoming publically traded in 2015.

* Expanded from 89 to 191 hotels under their management

-« Will continue to look for more growth down the road
- Still a very young company

- Long-Term Outlook:
- Positive outlook for the company as a whole.

- Still a lot of growth and room for development within
the company




Simple Balance Sheet

- Assets:

- 2011
- 2012
- 2013
- 2014
- 2015

: $1,432,285,000
: $1,411,152,000
: $1,388,673,000
: $3,378,888,000
: $3,514,251,000

- Capital:
- 2011:
- 2012:
- 2013:
- 2014:
- 2015:

- Liabilities:

- 2011
- 2012
- 2013
- 2014
- 2015

$1,807,175,000
$1,805,335,000
$1,807,377,000
$3,737,328,000
$3,500,584,000

N

: $137,377,000
: $179,884,000
: $179,470,000
: $762,181,000
: $1,075,717,000



Simple Income Statement

- Revenues:

- 2011
- 2012
- 2013
- 2014
- 2015

. $320,500,000
. $365,586,000
: $387,991,000
. $803,896,000
. $898,314,000

- Costs:

- 2011
- 2012:
- 2013:
- 2014
- 2015:

- Net Income:

- 2011
- 2012:
- 2013:
- 2014.
- 2015:

$69,988,000
$75,476,000
$115,222,000
$6,833,000
$117,288,000

$265,975,000
$288,911,000
$305,247,000
$771,571,000
$762,282,000



Balance Sheet Comparative Analysis

- Structure of Assets:

201 2013 205

3%

1. Mon current assc 15 2. Current assets

Linerense or decrense trends of curcent and noncurrent nssels
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Balance Sheet Comparative Analysis

- Structure of Liabilities:




Income Statement Comparative Analysis

- Structure of Revenues:

It year Ird year Sth year

o gy OH
Chart Area

1. Revenuecs from main activity 2. Revenues from financial and investment activitics
3. Revenues from nom-opsrating activities

- Structure of Costs/Income:

1t yar 3rd yoar

L. Income from main activity 2. Income from tinancinl and iovestment activities
3. Incoame from oon-operating activities = Could only find mudn activity ones*

ith ycar




Income Statement Comparative Analysis

Increase or decrease trends of revenues, costs and incomes (profitability trends)
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Business Model Canvas

!

Who helpsyou | (‘;}
(Key Partners) g
- The most crucial partner for
Apple Hospitality REITS would be
the investors. Without the
investor's money, Apple
Hospitality would not be able to
put further investments into their
company such as buying more
hotel rcoms for an expansion.

What you do
(Key Activities) .
- Apple hospitality REITS offers an
opportunity for investment from
outside sources, As a company,
Apple Hospitality owns,
operates, and develops upscale,
select service hotels In the United
States.

Who you are & Fx’

what you have (¢ .5

(Kcy Resources) ,\;\‘
- A key resource for Apple
Hospitality REIT is the hotels in
which they are responsible for
managing.

&

How you help Lo, How you interact Who you help

(Value Provided) ;2 (Customer (Customers)
Relationships)

- Apple Hospitality RIET provides s - Our key customers are those

an opportunity to supplement a The company’s stock s traded on | ) e e to Invest In Apple

diversied portfolio. This
diversified portfolic allows

the New York Stock Exchange. So,
inital contact with a customer
begins when a person decides to

Iinvestors to spread their risk and = TR
offer a heaithy range of buy stock in the Apple Hospitality
REIT.
TOMSTneOsS: - After that, the company website
' provides contact information that
A"' hlggs;wo?fv::e S gives investors that have

Investors through dividend questions the ability to contact
LR the companv

How they know =
you & how you VL%
deliver (Channels)

- The main channel of exchange
between Applie Hospitality REIT
and investors is the New York
Stock Exchange.

Hospitality REITS,

What you give (Costs)

What you get (Revenue and Benefits)

- Developing, purchasing, and operating hotels is a main source of costs.
- Paying employees and management
- Returning

'-'.’ N
G

- Accepting investors money and using that to develop hotels.
- Hotels offer a return based off people renting cut the rooms and using
various services that the hotels offer.
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Ratio

“\
- Current Ratio: (Current Assets / Current Liabilities) @
- 2011

- 2012
- 2013
- 2014

- 2015:

. Earning I\/Iargin: ( Net Income + Interest + Tax — Adjusted Interest / Sales )

Analysis: Credit & Profitability Ratios

16.62
: 4.74
. 2.82
. 5.13
1.04

- 2011: 0.22

- 2012
- 2013
- 2014
- 2015

. 0.21
- 0.30
. 0.02
. 0.13



Ratio Analysis: Price and Payout Ratios

- Earning Yield: (Earnings per share / Price per share)
- 2015: $0.65

- Note: There is only data for 2015 because that is when Apple Hospitality
REIT became publically traded

- Payout Ratio:
- 2011: 0.60
- 2012: 0.60
- 2013: 0.60

- 2014: 0.60 -
- 2015: 0.60
N




Ratio Analysis: Growth and Stabllity Ratios

- Growth In Sales: (Relative to previous year)
- 2011: 1.00
- 2012: 1.14
- 2013: 1.07
- 2014: 2.08
- 2015: 1.12

- Stability of Revenues (Year’s revenue / 5 yr. average)
- 2011: 0.58
- 2012: 0.66
- 2013: 0.70

- 2014: 1.45 N
- 2015: 1.62
N




Final Evaluation

- 2014 Expansion set the company back temporarily for
profitability, but set up great future returns with growth.

- Steady overall company growth with constant profitability
despite stagnant national economy is a very positive sign

- Overall outlook of the company looks great
- Better for the long-term investor the short-term investor
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