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Market developments -

The current outlook makes brand strategy and customer focus even more critical:

Especially in areas with excessive room supply, Branded = The Spanish Resorts shows its resilience towards the
hotels have adopted a strategy of increasing ARR to adversities in the industry as proven by Sol Melia's

drive RevPAR, supported primarily by: RevPAR growth (Resorts) in the last 10 years:
m Greater use of low cost airlines and bookings through
the internet. 50

= The opening of the T4 terminal at Barajas airport and
the new terminal at Barcelona airport

m The continued popularity of city breaks

m Zaragoza Exposition in 2008 3 +

= Strong demand for meetings and incentives el |
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m|n terms of international arrivals, Spain is the 2nd most s
visited country worldwide. In 2007, it reported 59.2 Mn , |
of international tourists (+1.7% increase).
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Sources: European Hotel Sector” UBS, OCDE Dec.07, Euromonitor
International; Nielsen; AENA - Assuming crystallization of all projects.
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Market developments -

The current outlook makes brand strategy and customer focus even more critical:
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m Historical evolution of RevPAR is directly linked with
the evolution of supply. This has meant that even
during the recent period of strong economic growth
(5.5% in 1998-06), RevPAR in the cities has suffered
owed to excessive supply growth.

160,00
140,00
120,00
100,00
80,00
80,00
40,00
20,00

0,00

m During the 2000-06 period, supply in Barcelona

and Madrid grew 10,3% and 10,1% respectively.
In ‘07 hotel supply in Spain overall dropped to +1%;
and for the next two years the growth will be
moderate in these cities, with the exception of
Barcelona in 2008. This will allow Sol Melia to
absorb supply and increase RevPAR in spite of
economical GDP slowdown based in its clear
strategy. It also represents a great opportunity for
development.

2008 10,4% 2,1%
2009 3,2% 1,0%
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Market developments - Europe

As in Spain, the rest of Europe follows a similar pattern:

HOTEL DEMAND Occupancy (%) Average Room rate RevPAR

Europe 2007 2007 2005 CAGR 2007 2005 CAGR
Central & Eastern ~ 69.4 67.3 3.1% 158 128  11.1% 110 87 (12.4%
Europe
Northern Europe 27 T1.83 2% 163 133 10.7% 119 95 11.9%
Southern& Mediterranean
Europe 66.7 65.1 2.5% 157 128 10.8% 105 83 12.5%
Western Europe 68 64.5 5.4% 152 127 9.4% 103 82 12.1%
*Anual profitability benchmark, Deloitte.Dec,'07

® |n Europe, demand has generally far outstripped
Europe supply (from 2004_1-2006, the numbgr of hotels
Establishments 200.838 193.889  205.343 ggh“natggefgit');”:ﬂf;igiﬁﬂ“:\?ehrgg5 r';?j; bseggr
Bedrooms 5.769.706 5616.018 5.632.712 hotel)

"MKG (E gan Union 27 countr 0 ; .
(European Union 27 countres) g As in Spain, branded hotels have opted to drive

ARR while maintaining occupancy stable

= Despite the economic downturn, the hotel
industry is expected to benefit from the continuing
slowdown in supply growth

Fuente: OMT, Eurostat
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Market developments - Latin

HOTEL DEMAND ccupncy (%) Average Room rate RevPAR

2007 2007 2005 Change 2007 2005 Change
Central & South America 66.1 112 103 4.3% 74 66 &
Central America 65.7 67.6 -2.8% 132 121 4.4% 87 82 3%
South America 66.3 62.3 6.4% 100 93 3.7% 66 58 6.7%

Rooms - South America (3.4 million)»23%
North America & Caribbean 593.390 717.911 747,077 - Central America and Caribbean (4 million)»45%
: m The whole region has experienced strong growth, especially
South America 1.040.202 1.176.85/ 1.169.810 = 5/ 4 America with ARR increasing 20.6% in 2007 (after
an impartant slowdown)

B The Dominican Republic demonstrated the region’s best
performance. OMT identifies this destination as having the
highest potential in the Caribbean; it is also true that the

> room supply is expected to increase during the following
America 128,2 133,2 135,9 years.
Caribbean 171 18,8 19.4 B |n the past despite of supply increases, Sol Melia has
: enjoyed a competitive advantage due to a strategy based
Central Amelnca 4,3 6.3 7,0 on exclusive destinations, selective development and well
South America 15,3 18,2 18,8 defined brands which will continue in the future.
North America 91,5 89.9 90,7

*Anual profitability benchmark, Deloitte Dec.'07

m Over the 2000-06 period, tourist arrivals have increased
strongly in Latin America:

Fuente: OMT, Eurostat

investar -

HOTELS & RESORTS HOTELS & HESGIRTS ur

day " Madkrid Feb 08 . Sol Melid MELIA HE- m € Sol Hotels ;gmﬁML %{!@{q .




=
oy

Fnacdiscs

RESORTS

GRAN MELIA

HOTELS & RESQRTS

investar —

HOTELS & RESORTS HOTELS & HESQIRTS —_— Hocale in e Giry

day Madkricl Feb 08 . Sol Melid MELIA HE- “ © Sol Hotels ;g:iu._ {5‘;{!@@ .



Financials
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Occupancy 61,9% 71,2% 4.8%

ARR 118,0 133,64 4.2%
REVPAR 73,1 95,1 9,2%
Total Revenue 253 358 12,2%
Total EBITDA 62,0 112,7 22,0%
EBITDA margin 24.5% 31,5% 700
Average n° of owned & leased rooms 4.821 5917 4,6%
Underlying 62 95,1 15%
Dissafiliation 0 2,8 373%
Expansion 0 147

Third Party Fees 8,5 8,9 2%

Total Brand Capex: 55 mn Euros (ROCE: 17%)
Total Expansionary Capex: 87 mn Euros (ROCE:10%)
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Financial

Occupancy 71,8% 72,5% 0%
ARR 90,0 105,48 5%
REVPAR 64,6 76,5 6%
Total Revenue 379 542 13%
Total EBITDA 119 183 15%
EBITDA margin 31.4% 33,7% 234
Average n° of owned & leased rooms 10.843 11.910 3%
Owned & leased EBITDA Breakdown
Underlying 114 141 7%
Dissafiliation 3 0
Expansion 1.4 417
Third Party Fees 20,3 36.8 22%
Total Brand Capex: 181 mn Euros (ROCE: 11%)
Financials Total Expansionary Capex: 364 mn Euros ( ROCE:12%)
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Financials
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TRYP R.
Occupancy 68,8% 71,4% 1,3%
ARR 74.5 86,12 4.9%
REVPAR 51.2 61,5 6,3%
Total Revenue 213 239 3,9%
Total EBITDA 33,6 429 8,5%
EBITDA margin 15,8% 18,0% 220
Average n° of owned & leased rooms 8.402 7.904 -2,0%

Owned & leased EBITDA Breakdown

Underlying 30,8 36,0 5%

Dnssaﬁﬁanmn 2.7 22 %
Third Party Fees 6,9 13,2 24%

Total Brand Capex: 20 mn Euros (ROCE:
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Occupancy 73,5% 73,8% 0%

ARR 52,8 60,07 4%
REVPAR 38,8 443 5%
Total Revenue 213 221 1%
Total EBITDA 63,4 66,3 2%
EBITDA margin 29,7% 30,0% 25
Average n° of owned & leased rooms 12.200 10.858 4%
Underlying 52,8 62,2 6%
Dissafiliation 10,5 1.4 -49%
Expansion 0.0 20
Third Party Fees 8 14 19%

Total Brand Capex: 42 mn Euros (ROCE: 11%)
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~ Total Portfolio

New Hotels: 79 (19,685 rooms)
Net Change: 49 (13,549 rooms) 18%

Leased
16%

75,022 rooms 88,571 rooms
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" Tofal Portfolio

2007 2010 C.A.G.R.
Occupancy 70,0% 72,4% 1,1%
ARR 78,3 91,85 5,5%
REVPAR 548 66,5 6,7%
Total Revenue 1.057,2 1.360,0 8,7
Total EBITDA 277,8 404,9 13,4%
EBITDA margin 26,3% 29,8% 351
Average n° of owned & leased rooms 36.266 38.190 -0,1%
Underlying 260,0 334,5 9%
Dissafiliation 18,5 8.5 -27%
Expansion 1.4 63.9
Third Party Fees 440 731 18%
N°® managed and franchised rooms 35.033 42.519 8%

Includes Innside Branded Hotels.

o Total Brand Capex: 298 mn Euros (ROCE: 12%). Including the 2004-2007
figures the all Brand Capex represents 400 mn Euros.
- Total Expansionary Capex: 519 mn Euros ( ROCE:12%)
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lusions - Total Portfolio

= The tourism industry has experienced a period of strong growth in recent years achieving 6.4% in 2007 (OMT)
= Supply growth in Spain and rest of Europe is expected to stabilize in the next few years resulting in
potential RevPAR increases and a great opportunity for development

Growth within a challenging economical environment:

= New Organizational Model
- Organizational structure by brand: multi-disciplinary teams in each brand with full accountability
- As an important part of the strategy, Hotels and the Brands must perform as catalysts of the new business
model by supporting our other businesses , as well as enhancing customer knowledge, people talent,
sustainability and brand equity
= Re-positioning of the brands:
- Reach a 80% of brand attributes’ implementation
- Increase RevPAR from 54,8 to 66,5
- Increase market penetration index by 9% to reach 98% penetration
- Brand Capex of 298 million euros with a ROCE% of 12%
= Focus on strongly value-driven development strategy:
- Increase room capacity by 19,685 rooms (net 13,549)
= Increase bottom-line performance by 3,5 points of EBITDA Margin, from 26,3% to 29,8%
- Expansionary Capex of 519 million euros with a ROCE% of 12%
= Reach 73 million euros in third parties management fees
= Consolidate our presence in key destinations and establish ourselves in at least 5 new ones

= We all recognized that 2008 is a year for investing for the future
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This report is a communication made, or approved for communication by Sol Melia. It is directed exclusively to eligible counterparties
and professional clients. No persons other than an eligible counterparty or a professional client should read or rely on any information
in this report.

This research report is being distributed by Sol Melia, purely as a resource and for general information purposes and only contains
general information; therefore, this report does not take account of the specific circumstances, investment objectives, financial
position or risk profile of any recipient and should not be relied upon as authoritative or taken in substitution for the exercise of
judgement by recipient.

Each recipient should consider the appropriateness of any investment decision having regard to their own circumstances, the full
range of information available and appropriate professional advice. Each recipient should make their own investment decision
regardless of the circumstances mentioned in this report and by obtaining specific specialist advice that may be necessary.

The information and opinions, estimates, projections and recommendations in this report have been drafted by SOL MELIA and are
based on publicly - available information and on sources believed to be reliable and in good faith, but that information has not been
verified independently and no representation or warranty, either express or implied, is made as to their accuracy, completeness
or correctness.

Sol Melia may amend, supplement or updated the contents of this report in such form and in such timescales as Sol Melia deems
appropriate. Sol Melia reserves the right to express different or contrary recommendations and opinions.

This report does not constitute or from part of, and should not be construed as, any other for sale or subscription of, or anyinvitation
to offer to buy or subscribe for, any securities, nor should it or any part of it form the basis of, or be relied on in any connection
with, any contract or commitment whatsoever. Sol Melia accepts no liability whatsoever for any loss or damage arising from any
use of this report or its contents. Investors should bear in mind that past performance or results are no guarantee of future
performance or results. Price of securities or instruments or the results of investments may fluctuate against the investor’s interest
and may even lead to the loss of the initial investment.

This report is for the use of the addressees only, is supplied to you solely in your capacity as an investment professional or
knowledgeable and experienced investor for your information and no part of this document may be (l) copied, reproduced or
duplicated by any form or means, (Il redistributed or (lll) quoted or published, for any purpose, without the prior, written consent
of Sol Melia. Breach of these restrictions may constitute breach of law in the relevant jurisdictions.

Sol Melia may distribute reports such as this in hard copy or electronically.
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