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SPEECH OF MR. ALFREDO FERNANDEZ AGRAS, CHAIRMAN OF 
THE BOARD OF DIRECTOS 
 
 
Dear shareholders: 
 
On behalf of NH Hotel Group, I would like to welcome you to this 
Annual General Meeting. It is a personal honour to preside this 
meeting of the Company's highest governing body, the vehicle for 
expressing the Company's will. 
 
The Annual General Meeting is, par excellence, the opportunity for the 
Board, which I represent, to communicate with its shareholders. My 
intention today is to make sure that that communication is transparent 
and comprehensive and does not neglect any matter of significance. 
 
Over the next few minutes I propose summarising the aspects of the 
global economy that have had the biggest influence on our Company. 
I will start with the big picture before getting into the finer details of our 
business performance and governance in 2016. 
 
By way of introduction, I would like to highlight the two major 
achievements which in my opinion have shaped and continue to shape 
NH's situation, particularly in the last 12 months: 
 
 

 An unwavering commitment to value creation for all our 
shareholders, as evident in the substantial improvement in our 
earnings performance, capital structure and outlook; and 

 

 A firm focus on corporate governance and professional 
management of the business, attaining notorious progress on 
both fronts. 

 
After several years of economic contraction at the global level, the 
economic climate is currently more stable. The medium-term outlook 
is good and with a more balanced mix between the advanced and 
emerging economies. 
 
Turning specifically to Europe, growth is forecast at 1.7% this year and 
1.6% next. Spain continues to grow faster than the average and its 
tourism industry is proving a driving force, successively posting record 
numbers. The Latin American economies have shaken off uncertainty 
and the outlook is for growth of close to 2% in 2018. In short, the 
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macroeconomic situation is stable, albeit framed by prevailing 
geopolitical uncertainty. 
 
Globalisation of the economy, digital transformation and new 
consumption patterns are transforming business models across the 
board. Against this backdrop, NH Hotel Group continues to spearhead 
the technological transformation and innovation thrust in its sector. 
This, coupled with a better-quality guest proposition and a pronounced 
shift towards the premium segment, is driving brand recognition and 
enabling us to benefit from the boom in business and leisure travel.  
 
As for the trend in the hotel sector in 2016, Europe performed 
particularly well; the number of overnight stays increased by 2% to 2.8 
billion. Spain further cemented its leadership: posting growth of close 
to 8%, it outperformed countries such as France, Italy, Germany and 
the UK. The sector momentum across Europe was underpinned by 
moderate growth in available rooms. This, together with the sharp 
growth in demand, has enabled NH to strategically increase its prices 
without jeopardising occupancy levels. This strategy has translated 
into an excellent revenue-to-EBITDA conversion ratio. 
  
Exceltur has pointed out that this new golden era in Spanish tourism 
is based on the increasingly qualitative upgrading of the hotel offering, 
the boom in business travel and growing demand for experiential travel 
in the leisure and lifestyle segment. NH has substantially reinforced its 
proposition along all three vectors, putting us in an ideal situation for 
the future in terms of positioning, image and customer acceptance. 
 
Our main challenge is to continue accelerating our digital and 
innovation strategy. Both add to our value proposition and reinforce 
our brand equity. We are thus focused on the provision of quality 
service, service that will continue to translate into growth in profitability. 
In this manner we are reinforcing the Group's leadership and our ability 
to compete in the long term.  
 
Indeed, NH is in the right place at the right time. Allow me to back that 
statement up in more detail. 
 
Although Mr. Aragonés will take you through these points in greater 
depth, I would like to gloss over the five reasons why in my opinion 
NH's prospects are currently far more robust than 12 months ago: 
 
One. In September 2016, we managed to refinance most of the 
Company's bank debt by issuing bonds and arranging a long-term 
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credit line that have extended the average term of our debt so that the 
Company can service its obligations comfortably.  
 
In 2017, we have increased the size of the 2016 bond issue in order 
to refinance the bulk of the Company's most expensive debt, which 
was due in 2019. As a result, we have cut our average cost of 
borrowings from 4.7% to 4.1%. This will translate into annual recurring 
savings of six million euros. 
 
Not only have we aligned the repayment schedule with the Company's 
debt servicing capabilities - and at a lower cost -, but we have also 
reduced gross debt. This puts NH in a position of strength in the event 
of any unexpected developments or cyclical downturn.  
 
And this paid off in the form of ratings upgrades. In 2016, S&P and 
Fitch raised their corporate credit ratings from B- to B with a stable 
outlook, while Moody's assigned NH a corporate rating of B2, similarly 
with a stable outlook. More recently, Fitch has improved its outlook 
from stable to positive. 
 
Two. We have prioritised operating efficiency. We have a cost savings 
plan in place which is making our business more profitable and doing 
so in a more sustainable manner. Its effects are palpable in the healthy 
pace at which the incremental revenue is translating into EBITDA, a 
trend also evident in the early months of 2017. 
 
Three. We have fostered growth with new capital-light projects. When 
we take on lease obligations or investment commitments, we look for 
buffers so we can be sure that we will be able to avoid incurring 
operating losses in the future. 
 
Four. We have signed a new hotel management agreement with 
Hesperia, one of our shareholders. It includes tight safeguards for the 
rest of NH's shareholders in light of its condition as a related party. We 
expect it to contribute around €9 million of gross revenue this year. 
 
Five. We are putting the finishing touches on a new three-year 
business plan for 2017-2019, which we will announce to the market 
this year. In it, we will describe our identified lines of growth, the 
investments earmarked for new opportunities and the existing 
portfolio, our leverage targets and our dividend policy. You will see that 
NH no longer needs to sell assets as we already have a sustainably 
profitable business. That being said, we will continue to do so, but 
going forward as part of an asset turnover strategy driven by value 
creation or strategic fit criteria. 
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All of this has been possible thanks to the leadership of the new top 
management. After an initial period of transition under a management 
team led jointly by Ramón Aragonés, Rufino Pérez and Beatriz 
Puente, the Board has unanimously decided to propose the 
appointment today of Mr. Aragonés as CEO.  
 
Ramón knows the hotel industry in general, and NH in particular, 
extremely well, and he presents two characteristics which, in my 
opinion, make him the ideal candidate for the job: he is the 
organisation's natural leader, respected and admired by everyone at 
the firm; and he is a firm believer that our shareholders put up their 
money in order to turn a profit and that it is his duty to make that 
happen. 
 
In the past year, the management team has enhanced our positioning, 
boosted revenue and profits and laid the foundations for sustained 
long-term growth. This is enabling us to top our most optimistic 
expectations for the business and the share price appears to be 
reflecting that momentum. 
 
In parallel, the Board has approved a long-term incentive plan that is 
similarly being put before you today. In my opinion, it aligns your 
interests far better with those of the management team. It is designed 
to motivate and challenge. More specifically, the Board's 
Appointments and Remuneration Committee has sought to make the 
plan easy for our executives to understand and embrace, simple for 
them to observe the correlation between their long-term rewards and 
their performance. 
 
Elsewhere, I would like to highlight the work and effectiveness of our 
governing bodies in 2016. Under my chairmanship, the most important 
decisions taken by the Board have been carried unanimously. 
 
In my opinion, the Company's interests are fully protected. The current 
non-executive joint chairmanship, made up of two proprietary directors 
with highly complementary profiles, guarantees that we act in interests 
of all our shareholders. In fact, I would go as far as to say that I think 
it is a model worth emulating by other listed companies. 
 
Here I would note that I have voluntarily included the directors 
technically considered "other external directors" as independent 
directors as this is how the market views them, as has been validated 
by certain proxy advisors. 
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One very important issue being put before you today is the dividend 
payment. That payment, which should be recurring, has been absent 
in the case of NH over the last nine years. Renewing it now is not only 
fair for NH's shareholders, it also facilitates the organisation's cultural 
change: the Company's owners should be remunerated every year. I 
can assure you that it is my intention that the Company pay a growing 
dividend year after year. 
  
Lastly, I would like to thank you for your participation in today's 
Meeting, which is both a right and a duty, as is evidently the prevailing 
market trend. 
 
I hope that the Board continues to earn your support for future General 
Meetings as there is plenty left to be done. 
 
To achieve our goals we have a team of 20,000 professionals whose 
hard work and dedication are making NH a better company day in and 
day out. To them, my sincerest thanks. 
 
 
Many thanks to all. 
 
Alfredo Fernández Agras 
 
Chariman of the Board of Directors 
NH Hotel Group, S.A. 
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