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What ’s going on?

COVID-19 AND HOTEL FINANCIALISATION
Ismael Yrigoy21  

After the irruption of the 2008 crisis, the financialisation process of hotel corpora-
tions and hotel assets intensified (Yrigoy, 2016, 2019). The financialisation of ho-
tel corporations in Spain has taken place through three interrelated process. First, 
through hotel corporations’ indebtedness. Such indebtedness process has taken place 
in order to increase the corporations’ hotel portfolios (Murray, 2015, Yrigoy, 2019). 
Second, The IPO of a company such as NH Hoteles or Meliá implied that various 
investors –both Spanish and non-Spanish– broke into the ownership of these com-
panies (Yrigoy, 2016). Finally, the hotel companies undertook an asset rotation strat-
egy; which consisted of selling part of its hotel assets to investment funds (Yrigoy, 
2019). With this process, hotel companies managed, on the one hand, to considerably 
reduce their debts, while investment funds –normally operating as Reits– managed 
to extract hotel rents (Yrigoy, 2019). The rents extracted from hotel assets have been 
especially relevant for investment funds since they are the most profitable type of 
real estate asset –in € / m2– (Yrigoy, 2016).

The immediate impact of the pandemic crisis on the hotel  
Financialisation process

The hotel sector was one of the most affected by the almost total decrease in tourists 
–98% in March 2020 in Spain– as a result of the COVID19 crisis (Statista, 2020). 
This drop has caused a series of challenges (and opportunities) for financial actors 
operating in hotels.

The first challenge lies in the falling extraction of rents in all hotel assets as 
occupancy levels fall in all hotels, including those partially or totally owned by 
investment funds. In the case of Meliá, its profits fell 25% in the first quarter of 
2020 (Meliá Hotels, 2020). The other large Spanish company on the stock market, 
NH Hoteles, decided in April 2020 to stop paying dividends to investors, waiting 
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https://www.statista.com/statistics/1110957/decrease-in-tourism-activity-due-to-coronavirus-in-spain-march/
https://www.alimarket.es/hoteles/noticia/314394/nh-hotel-group-firma-un-prestamo-sindicado-por-valor-de-225-m
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to reverse the effects of the pandemic on tourism. Such a scenario has dragged the 
owners of hotel assets, who have seen their profits reduce. 

What is the positioning of the large investment funds in the face of such a fall in 
profits? Contrary to the post-2008 situation, when banks and hotel companies had 
to sell hotel assets pressed by post-crisis banking regulations on the one hand and 
huge debts on the other (Yrigoy, 2019), investment funds will bet not to divest and 
wait for the epidemiological situation to improve. From an investment fund point of 
view, divesting now would mean internalizing the devaluation that is taking place in 
the built environment: it would be selling at a lower price than the hotels have been 
bought, and therefore launching the unacceptable message –for investment funds’ 
investors– that these funds are not the best vehicles to make investments profitable. 
The only strategy that can be assumed in the short term by investment funds is to 
wait and try to assume the least possible part of the devaluation that is taking place. 
The sale-and-leaseback agreements between investment funds and hotel companies 
have one fixed amount to be paid by the hotel manager (usually the hotel company), 
and another part of the rent that is variable according to the amount of hotel income. 

The drop in the variable rent being paid by hotel companies is being taken over 
by financial investors. It is, however, in the part of the hotel rental corresponding to 
the fixed income where there are more tensions between the financial rentier and the 
hotel manager: negotiations between investment funds and hotel companies have 
taken place, since the latter wish to lower the fixed amount of hotel rents. What is 
being negotiated is, therefore, who bears the cost of the devaluation caused by the 
COVID-19.

The future of hotel financialisation: scenarios

The decrease in the rents extracted from hotels has not meant a slowdown in the 
financial dynamics in hotels, but rather a reconfiguration of these relationships. First 
of all, there is an acceleration of the banking business with hotel companies: al-
though historically hotel expansion had been based on bank loans, this trend came 
to a halt in 2008, when the debts of the hotel companies and the needs of banks to 
comply with post-crisis banking regulations (Murray, 2015; Yrigoy, 2018). The cur-
rent scenario is, however, different. Hotel companies have alleviated their pre-2008 
debt, with the continued rise in the number of tourists in hotels, and, above all, since 

https://www.vozpopuli.com/economia-y-finanzas/cierre-hoteles-socimis-coronavirus-estado-alarma_0_1338166353.html
https://www.expansion.com/empresas/transporte/2020/03/19/5e728b27468aeb8f528b4604.html
https://www.alimarket.es/hoteles/informe/312839/analisis-sobre-el-covid-19-y-la-industria-de-hosteleria/informe-completo
https://www.alimarket.es/hoteles/informe/312839/analisis-sobre-el-covid-19-y-la-industria-de-hosteleria/informe-completo
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the revaluation of hotel assets. Banks have seen how the banking regulation regula-
tions have been officially relaxed in the current scenario. This has made it easier for 
Spanish banks to relax their criteria for granting loans to several productive sectors, 
including the hotel sector. In this sense, various hotel companies have signed syndi-
cated loans with banking entities: this is the case of NH Hoteles, which in May 2020 
signed a syndicated loan worth 225 million euros and granted by BBVA, Santander, 
Bankinter and Bankia. 

In addition to banks progressive interrelation with large hotel conglomerates, it 
is expected that investment funds will take advantage of the devaluation suf-
fered by hotel assets as they did in 2008-18 in order to accelerate their invest-
ments in hotels even more. The roadmap for hotel investment funds therefore has 
two stages. The first one, where once the hotel managers with greater integration 
with tour operators and greater pressure on public powers manage to attract tour-
ists, investment funds will be able to extract rents from these hotels and recover 
the investments made just prior to covid19. The second step will be to invest again 
in those small hotels where the damage from a blank season is irreparable: hotels 
drowned by the lack of tourists and by mortgage loans. However, investment funds 
are going to have two new limits on their hotel investments: first, the pandemic 
is a risk factor that can randomly interrupt tourist flows and, therefore, the rents that 
are extracted from hotels. Whether this factor is decisive or not to stop investments 
in hotels will depend on the evolution of the pandemic itself and on whether invest-
ment funds find some other asset to invest in that is both safer and more profitable 
than hotel tourism. Second, mutual funds may have a competitor they have not had 
in the last decade: traditional banking, eager to make profitable investments and 
unleashed by post-2008 regulations. 
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