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Executive Summary  

 

The purpose of this thesis is to determine the fair value of Rezidor Group AB share, as of 15 March 

2017. Rezidor was recently acquired by HNA Tourism Group, and is considered an established hotel 

firm in Scandinavia, one of Rezidor's most promising markets. Together with deep roots in the rest of 

Western Europe countries, Rezidor is exposed to an interesting future to screen. 

In order to execute a strong valuation of Rezidor, the thesis has undertaken three documented 

strategic frameworks: PESTLE Analysis and SWOT analysis to scan the environment of Rezidor and Five 

forces analysis of Porter. The PESTLE analysis examines the macro-environment drivers that currently 

are in place. Porter's Five Forces identified the factors that nowadays are shaping the hotel industry. 

At the company level, the SWOT analysis included the key findings that are showing a picture of 

Rezidor current environment and will help to define Rezidor's future. 

The findings gave an opportunistic outlook for Rezidor, where an increased propensity to travel and a 

high-expected GDP growth within Rezidor's home markets are contributing factors. Finally, Rezidor 

has proved to be ready for future challenges, through adapting quickly to new economic scenarios 

and with consciousness in new investments. 
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Furthermore, through a systematic approach, Rezidor's financial condition was reorganized through a 

deep financial analysis of Rezidor's historical and current performance. After 2009, the revenues have 

grown throughout the years analyzed, where Rezidor have recovered well from the financial crisis. 

Essential ratios such as ROE and ROIC, P/E, EV/EBIT, EV/EBITDA have been benchmarked against 

Rezidor's main competitors, Scandic and Pandox, where Rezidor has not over-performed its 

competitors. A breakdown of Rezidor's business segments and geographical presence revealed a 

stable growth of revenue streams, allocated to the most promising markets of Rezidor, the Nordics 

and Western Europe, within the Room segment.  Rezidor's future was forecasted based on the 

findings from the strategic and financial analysis, allocating the revenues growth rate to each 

geographical area to generate a dependable predictor of Rezidor’s growth. 

 Using the Discounted Cash Flow and Economic Value Added valuation models, the value per share 

was set to EUR 3,512. The result was further tested and benchmarked through multiples comparison, 

concluding that the valuation of Rezidor Group AB was well executed. The thesis recommendation for 

Rezidor’s share is set to sell. 
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1. Introduction  

1.1 Choice of subject 

With this thesis, the author want to analyze Rezidor Hotel Group AB’s strategic and financial position, 

to see whether the current set-up is reaping the benefits of the next future, especially after the recent 

acquisition by HNA Tourism Group. Before deciding to hold, buy or sell Rezidor stock, it is explored the 

current financial condition of the company. 

Rezidor Hotel Group AB (further stated as Rezidor, Rezidor Hotel Group, the company or the group) is 

a limited liability company incorporated in Sweden. It has made significant progress on its turnaround 

journey: the portfolio consists of more than 483 hotel (either in operation or under development) with 

104,000 rooms in 82 countries (Rezidor, 2016 Annual Report).   

It is a member of the Carlson Rezidor Hotel Group, which HNA Tourism Group recently entered into an 

agreement with Carlson Hospitality Group, Inc. to acquire all shares of Carlson Hotel, that has a 

controlling stake in Carlson Rezidor and also acquiring 51,3% stake in Brussels-based Rezidor Hotel 

Group.  2015 was the group's best year after the 2007 cycle peak, and supported the long-term strategy 

targeting asset-light, sustainable and profitable growth with a specific focus on emerging markets 

(Rezidor, 2016 Annual Report). However, there were also challenges to be taken into account for the 

analysis: the refugee crisis in Europe, the worsening situation in Syria. The declining oil price put major 
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pressure on oil-producing countries like Saudi Arabia, Nigeria and Norway. The slow recovery of the 

Eurozone and Brexit question overshadows the fragile situation in Russia. 

Terrorism that affected tourist destinations as Sharm El Sheikh, Paris, Brussels, Sousse, Ankara, Beirut, 

Bamako, the most recent in March 2017 on the Westminster bridge in London are a threat for the 

tourism industry. Despite these challenges, 2016 was the seventh consecutive year of growth (up to 4% 

- outperforming global economy) and 46 million more tourists are travelling internationally. (UNWTO 

World Tourism Barometer, January 2017) 

In conclusion, economic and geopolitical challenges and the recent acquisition could affect the group’s 

future, making it interesting for the author, to gain a deeper insight in Rezidor recent results as well as 

in the hotel industry. 

 

1.2 Research Question  

 

Rezidor Hotel Group after the acquisition is facing an interesting future with challenges in different 

home markets – making Rezidor Hotel Group an attractive company to value. Thus, this thesis will find 

the fair value of Rezidor's share. The research question that this thesis will answer is: 

What is the fair value per share of Rezidor Hotel Group AB, as of 15 March 2017? 

The following sub-questions will be answered throughout the thesis:  

- How do the most critical macro environment factors surrounding Rezidor affect its performance?  

- What are Rezidor’s future business prospects? What are Rezidor’s competitive strengths, weaknesses, 

business opportunities and threats? 

- What is the fair value per share of Rezidor through Discounted Cash Flow (DCF) valuation? 

- How does Rezidor compare with its peer competitors?  
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1.3 Delimitation  

 

The scope of a firm valuation can be too large and this thesis has its delimitations. The thesis takes an 

investor’s point of view; therefore, no inside information from Rezidor, Scandic or Pandox employees 

and management have been used. Further on, information published after the date of the analysis 

stated in the research question, has been ignored. 

The Annual Report of Rezidor, Scandic and Pandox used for the analysis, as of December 31, 2016 was 

approved by their respectively Board of Directors. Rezidor’s Annual Report is subject to approval by the 

Annual General Meeting on April 28, 2017. Pandox have restated IFRS figurers back to 2012, converted 

in 2015. Comparisons before that with Swedish GAAP figures will not be meaningful and for this reason 

excluded. Additional information gathered online on Thomson Reuter financial database. Scandic 

financial report, Qidnax Holding AB is the holding that owns 100% of Scandic Group that is subsidiary 

of Scandic Hotels Holding AB. 

The Discount cash flow and the Economic value added methods have been chosen due to their 

extensive use within financial theory and global recognition.  

1.4 Methodology  

 

Secondary data have been used throughout the thesis. The raw data gathered from the annual reports 

on line have been saved and used as basis for the reorganization of the financial statements of Rezidor, 

Scandic and Pandox. This data are retrieved from the financial library section on Rezidor, Scandic and 

Pandox’s website. 

Through the Copenhagen Business School (CBS) e-library, using articles from well-known researchers 

and publications as well as research databases such as MarketLine, Bloomberg and Thomson Reuters 

DataStream. As the thesis is taking an investor’s point-of-view, the data used throughout the thesis has 

been limited to information accessible for the public, or with the CBS student account. In other words, 

there is no use of inside information from Rezidor’s employee. 
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The Discounted cash flow and the Economic value added, together with the strategic and financial 

analysis will ground the valuation of Rezidor Group AB on 15 March 2017.  

The discounted cash flow analysis uses future free cash flow forecast and discounts them with an 

adjusted factor to arrive at a present value, while the Economic Value Added is the incremental 

difference in the rate of return over the cost to acquire capital of a firm. 

 

2. Rezidor Hotel Group AB Overview  

 

In the next subchapter, Rezidor’s company profile will be presented. The following subchapters will 

present the overview on Rezidor’s business environment, business areas, revenue per available room 

and ownership structure. The chapter conclude discussing the group’s share and the company strategy. 

This chapter is important as it gives a broader understanding of Rezidor as a company. 

 

2.1 Rezidor’s History 

 

The Rezidor Hotel Group's history began in 1960 when opened the first contemporary hotel: the 

towering Royal Copenhagen, built by SAS airlines to satisfy the demand for luxury accommodation in 

the Danish capital.  

The company now operates its business through contractual arrangements, including leased 

contractual arrangements, managed contractual arrangements, and franchised contractual 

arrangements. Rezidor focuses on expanding its operations by increasing management and franchise 

agreements.  

 

Rezidor operate in global hospitality market through its joint venture, the Carlson Rezidor Hotel Group. 

It operates under the brands of Radisson Blu, Park Inn, Quorvus Collection and Radisson Red. The 
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company operates as a subsidiary of Carlson Companies, Inc. Rezidor is headquarter is in Brussels, 

Belgium.  

 

2.2 Business Description 

 

Rezidor operates, leases, manages and franchises hotels in 80 countries and territories. Its portfolio 

comprises well-segmented hotel brands, namely, Radisson Blu, Park Inn by Radisson, Radisson Red and 

Quorvus Collection.  

 

Through its Radisson Blu brand, the company operates 233 hotels with 55,243 rooms in operation and 

65 hotels with 14,711 rooms under development in several countries. Its Park Inn by Radisson brand 

operates 116 hotels with 22,516 rooms in operation and 35 hotels with 6,570 rooms under 

development in several countries. The company classifies its operations into four divisions: leased 

contractual agreements, managed contractual arrangements, franchised contractual arrangements and 

other.  

  

Under Leased Contractual Arrangements division, the company leases hotel buildings. It generates 

revenues through sales of rooms, and food and beverages in restaurants, banqueting and bars. Through 

Managed Contractual Agreements division, the company offers management services to third party 

hotel proprietors. It generates revenues from base fees determined as a percentage of hotel revenues 

and incentive management fees. Through Rezidor’s lease agreements is entitled to the benefits and 

carries the risks associated with operating of the hotel. The Company derives revenue primarily from 

room sales and food and drinks sales in restaurants, bars and banqueting.  

The main charges arising under a lease contract are costs related to rent paid to the lessor, employee’s 

costs and other operating expenses. Rent payments to lessor typically include a variable rent (as 

percentage of hotel revenue) with an underlying minimum fixed rent. (Rezidor, Annual Report 2016) 

 

With some lease agreements, the company also reimburses the owner of the hotel property for 

property taxes and property insurance. Under Rezidor’s lease agreements, the company is entitled for 
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maintaining the hotels Furniture, Fixtures and Equipment (FFE) in good repair and condition over the 

term of the lease agreement. 

 

With management agreements, Rezidor provides management services for third-party hotel owners. 

Revenue is derived from base fees determined as a percentage of total hotel revenue and incentive 

management fees defined as a percentage of the gross operating profit or adjusted gross operating 

profit of the hotel operations. Rezidor also collects marketing fees based on total rooms’ revenue or on 

total revenue, and reservation fees are based on the number of reservations. Under some management 

agreements, Rezidor may offer the hotel proprietor a minimum guaranteed result. (Rezidor, Annual 

Report 2016) 

 

With franchise agreements, the company authorizes a third-party hotel operator or property owner to 

operate the hotel under one of the brands in the Company’s portfolio. Under such agreements, Rezidor 

neither owns leases nor manages the hotel. The Company derives revenue from brand royalties or from 

licensing fees, which are based on a percentage of total room revenue generated by a hotel. (Rezidor, 

Annual Report 2016) 

 

In order to gain access to different concepts and programs associated with the brand, the hotel owners 

normally have to pay additional fees. Other embodies complementary revenue for Rezidor from 

administrative activities, the share of income from business partners and joint ventures.  

 

Out of the total rooms in operations, managed agreement hotels accounted for 53.5% of the total 

rooms followed by franchised (25.9%) and leased (20.6%). Out of the total rooms under development, 

managed accounted for 84.8% of the total rooms followed by franchised (15.2%).  

 

The company also operates in global hospitality market through a joint venture, Carlson Rezidor Hotel 

Group with Carlson. The Carlson Rezidor's portfolio comprises 1,400 hotels in over 115 countries and 

territories. It operates through the brands, Quorvus collections, Radisson Blu, Radisson, Country Inns & 

Suites by Carlson, and Park Inn by Radisson, Radisson Red and Park Plaza.  
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For the financial year 2016, the Nordic region had 60 hotels with 14,459 rooms in operation. Rest of 

Western Europe had 136 hotels with 27,219 rooms in operation and 13 hotels with 2,274 rooms under 

development. Eastern Europe had 100 hotels with 24,129 rooms in operation and 31 hotels with 5,979 

rooms under development. Middle East, Africa and Other had 67 hotels with 14,695 rooms in operation 

and 76 hotels with 16,624 rooms under development. (Rezidor, Annual Report 2016)  

 

Geographically, the company classifies its operations into four regions: Nordics, Rest of Western 

Europe, Eastern Europe, and Middle East, Africa and Other. In FINANCIAL YEAR2015, the company 

generated 44.3% of the total revenue from the Nordics, followed by Rest of Western Europe (49%), 

Eastern Europe (3.5%) and Middle East, Africa and Others (3.2%).  

 

2.3 RevPAR development 

 

RevPAR (Revenue per available room) is an important metric to measure performance in the hotel 

industry. It is calculated by multiplying the ADR (the hotel’s average daily room rate) by its occupancy 

rate.  Like-for-like (L/L is a method of valuation that exclude any event including expansion and 

acquisitions that could enlarge a firm’s revenue).  

 

Figure 1: Rezidor RevPAR development from 2007 to 2016 
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Source: Own creation from Rezidor Annual Reports 2007-2016 in Euro 

 

In 2007, like-for-like RevPAR continued to show strong growth, with various geographic markets 

increasing their RevPAR by 8,9% on an average.  

 

RevPAR growth was rate driven. The weakening of the US Dollar versus the Euro affected the growth 

in the Middle East. Rezidor’s RevPAR growth rates exceeded the growth rates for the market in 

general, in all geographic segments.  

 

In 2009 revenue drop 14% confronting the company with an enormous decrease. The negative 

RevPAR development was especially noticed in the Netherlands (-27,5%), Ireland (-24%) and in 

Switzerland (-21%). In 2011, Like-for-like rooms’ revenue grew because of the RevPAR increase, 

primarily due to a healthy growth in ROE. (Rezidor, Annual Report 2011) 

 

In 2016, RevPAR for leased and managed hotels improved by 3,2% compared to 2015, primarily driven 

by average room rate growth. L/L RevPAR for leased hotels grew by 5%. All geographic segments 

reported L/L RevPAR growth over last year, except for Middle East, Africa & Others 
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Impressive growth was seen in Eastern Europe linked to strong growth in Russia, Ukraine and Poland. 

In Rest of Western Europe, the RevPAR growth was also above last year’s pace with all key countries 

experiencing growth, with the exception of Belgium and France.  

 

The growth was led by Germany and Ireland. The overall growth in Nordics was good with very strong 

growth rate in Sweden and Denmark. Finally in 2016, Reported RevPAR decreased by 3,7%. It was 

negatively impacted by -5,9% due to the strengthening of the Euro and net –1.0% via new openings, 

hotels closed for renovations and off-line hotels. (Rezidor Annual Report, 2016) Complete table is in 

Appendix 3 

 

2.4 Share price development  

 

The number of shares outstanding (excluding those held) is 170,8 million shares. Each share entitles 

the holder to one vote and all shares carry equal rights to participate in the group’s profits and assets. 

 

Figure 2: Open price of Rezidor share development 2007-2017  

 

 

Source: Own creation with data from Nasdaq.com (2017) 
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Since 2006, Rezidor’s shares are trading on Nasdaq Stockholm, under the Mid Cap segment and the 

Travel & Leisure sector. The shares are tracked under the symbol RETZ with ISIN code SE0001857533. 

The closing price as the 15 March 2017 was EUR 3,53, which was 15% lower than the closing price the 

previous year. Noting how the trend during the last two years ranged between 3,22 and 4,37 

demonstrating less volatility than the two years before. Complete calculation is in Appendix 2 

 

2.5 Ownership Structure  

 

At year-end 2016, Rezidor had 3,674 shareholders according to the register of shareholders maintained 

by Euroclear Sweden AB. Institutional owners dominate the ownership structure. The ten largest 

shareholders owned shares corresponding to 77,8% (excluding Rezidor) of the outstanding shares.  The 

table below shows the ten largest shareholders or Rezidor as of 31 August 2016.  

 

Table 1: Top Holders of Rezidor Hotel Group Shares 

Shareholders Number of shares Shares/vote (%) 

HNA Tourism Group* 87,552,187 51,3% 

JP Morgan** 8,753,319 5,1% 

AMF Försäkring och Fonder 7,910,175 4,6% 

Fidelity 6,252,368 3,7% 

Provobis Holding AB 5,325,666 3,1% 

Group SSB 4,649,309 2,7% 

CBNY-Norges Bank 4,092,768 2,4% 

Nordea 3,781,921 2,2% 

Fjärde AP-fonden 3,589,419 2,1% 

Verdipapirfondet Holberg Norden 2,150,000 1,3% 

*HNA Tourism Group owns 51,3% of shares when calculated on number of outstanding shares (170,816,695) 

**The number of shares listed in the table include those shares held by affiliates of J.P. Morgan in its capacity as custodian.  

Source: Own creation with data from www.rezidor.com 
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With the completion of the acquisition of Carlson Hotels in early December 2016, HNA Tourism Group 

became Rezidor’s new majority shareholder (51,3%) – and announced its mandatory public offer to the 

minority shareholders on December 22. (Rezidor, Annual Report 2016) 

 

HNA Tourism Group Co, Ltd. represents the largest single shareholder and holds 50,2% of the registered 

shares and 51,3% of the outstanding shares. 

 

The number of shares outstanding after deducting the number of shares owned by Rezidor was 

170,808,498 at year-end 2016. Each share entitles the holder to one vote and all shares carry equal 

rights to participate in the company’s profits and assets. (Rezidor, Corporate Governance Report 2016) 

 

2.5.1 The Annual General Meeting of Shareholders (AGM) 

 

 

The shareholder's meeting is a limited company's highest decision-making body and serves as a forum 

for shareholders to exercise influence. At the Annual General Meeting of Shareholders ("AGM”), the 

shareholders appoint the members of the Board of Directors, the Chairman of the Board, the auditors 

and decide on a number of central issues.  

 

The Nominating Committee nominates the persons to be elected by the AGM as members of Rezidor's 

Board. On behalf of Rezidor's shareholders, the Board control the organization and the management of 

the Company. Rezidor usually have one AGM to be held in Stockholm before the end of the month of 

June each year. (Rezidor Corporate Governance Report, 2015) 

 

The Annual General Meeting is updated about Rezidor’s development over the past fiscal year and 

decides on a number of central issues, such as changes to Rezidor’s Articles of Association, the election 

of auditor, discharging the members of the Board of Directors from liability for the fiscal year. 
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   2.5.2 Board of Directors and Executive committee 

 

Table 2: Rezidor’s Board of directors and executive committee 

Name  Position     Born Holdings 

    

Wolfgang M. Neumann President & Chief Executive Officer       1962 50,000 

Knut Kleiven Deputy President & Chief Financial Officer       1954 173,989 

Eric De Neef  Executive Vice President & Chief Commercial Officer       1964 23,115 

Elie Younes  Executive Vice President & Chief Developement Officer       1977 10,350 

Jenny Winkler Senior Vice President & General Consuel  1,500 

Trudy Ratio Board Member since 2005 & Chairman       1952 0 

Staffan Bohman Board Member since 2011         1949 58,333 

Wendy Nelson Board Member since 2010       1968 0 

Anders Moberg Board Member since 2011       1950 35,000 

Charlotte Strömberg Board Member since 2014       1959 12,000 

David P. Berg Board Member       1961 0 

    

Surce: Own creation from Rezidor’s website 

 

While for the executive committee, the CEO is responsible for producing necessary information and 

basic documentation, based on which, the Board can make well-founded decisions. He introduces 

matters and proposes decisions, as well as reporting to the Board on the development of the Company.  

 

The CEO is entitled for leading the work conducted by the Executive Committee and reports decisions 

in consultation with the other members of the Executive Committee, which in 2016 consisted of seven 

members (including the CEO) until October and thereafter six members.(Rezidor, Annual report 2016) 
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2.6 Company Strategy 

 

 

As the hotel business is, by its nature, cyclical, a recession puts industry RevPAR under pressure. In 

order to balance the market-related risks, Rezidor uses three different contract types for its hotels:  

• leasing hotel properties and operates the hotels as its own operations;  

• managing a hotel on behalf of a hotel owner and receives a management fee;  

• franchising one of the brands to an independent owner and receives a franchise fee. 

 

The management and franchise models are the most resilient. Rezidor operates leased hotels only in 

the Nordics and Rest of Western Europe; these models are more volatile and sensitive to fluctuations 

of the market.  

 

Rezidor’s strategy is to grow by adding mainly managed and franchised hotels to the portfolio. Rezidor’s 

client base is well distributed with 54% business clients. Rezidor is not dependent on a small number of 

customers or any particular industry. Rezidor operates a multibrand portfolio of hotels covering 

economy, midscale, upscale, upper upscale and luxury operating in 67 countries across Europe, the 

Middle East and Africa (EMEA). (Rezidor, Annual Report 2016) 

 

3. Strategic Analysis 

 

In this chapter, a strategic analysis of Rezidor will be carried out. This is a beginning part of the forecast 

of Rezidor's future, where well-known theories to estimate Rezidor's position in the current 

environment, both external and internal, will be used. The strategic analysis, with the financial analysis 

in the next Chapter, will represent the starting point of the forecast in chapter 6. 

 

Rezidor’s strategy is to grow with management and franchised contracts and only selectively with 

leases, since the first two are offering more stable income steam and a higher profit margin. The hotels 

of the Rezidor portfolio are either: operated by the group itself under a lease contract, by providing a 
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management services for a hotel owner under a management contract, or by a separate operator using 

one of the existing brand under a franchise contract.  

 

The strategy is also to focus on its expansion in the emerging markets of the Middle East, Africa and 

Eastern Europe. These markets represent long-term attractive development opportunities that are 

fueled by strong growth in room demand combined with undersupplied low operating costs. 

 

However, compared to the mature markets of Western Europe, the emerging markets face greater 

uncertainties when it comes to financing and a higher risk of delays and cancellations of hotel projects. 

(Public offer to the shareholders, HNA Tourism Group January 2016)    

 

The following subchapters will focus on Macroeconomic, Industry and Company factors influencing 

Rezidor and the industry. First, a PESTLE analysis will be conducted.  

 

A PESTLE analysis highlights the macro factors having direct influence on Rezidor. Rezidor as a 

multinational company is highly influenced by macro factors in all active markets. PESTLE is an 

abbreviation of Political, Economic, Social, Technological, Legal and Environmental where the factors 

will be analyzed to find potential key drivers that have a greater impact on Rezidor’s performance than 

other factors. Tightening the view and limit the analysis to the industry level, the thesis will use tools to 

analyze the underlying factors of the hotel industry. 

 

Porter’s Five Forces analysis will be used to identify the factors that shape the industry, by analyzing 

Rezidor's competitors, the entry barriers of the industry, the power of current buyers and suppliers and 

their influence on Rezidor and lastly analyze if Rezidor's products can be replaced by substitute 

products. (Porter, 2008)  

 

Lastly, a SWOT analysis will summarize the key drivers that influence Rezidor externally and internally. 

The framework used for this Chapter is depicted in the figure below. 

 

Figure 3: Strategic Analysis framework 
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3.1 PESTLE Analysis  

 

In this section, a PESTLE analysis will be conduct. PEST analysis is a key tool for measuring concerns at 

macroeconomic level. Keegan (1974)1 recognized long ago that executives rely heavily on external 

sources of information about their business environment All the organizations needs to identify which 

are the external factors that could have an impact on the operations of the company. Purpose of this 

examination is to inspect the environment where Rezidor is active in and to find the main drivers of 

change. While the Porter’s Five forces focuses on the micro environment around the group, a PESTLE 

analysis is focused on the macro environment and tries to flush out key drivers that have a direct effect 

on the industry and consequently on Rezidor.  These key drivers will be part of the starting point of the 

financial valuation. 

 

3.1.1 Political  

 

The main threat is a terrorist attack or a military conflict that could frighten people away from traveling 

disrupting international air travel. The 9/11/2001 and the downing of Malaysian Airlines Flight by a 

missile in July 2014 are recent examples. Amplified international pressures and the rise of aggressive 

                                                           
1 Keegan, W. (1974). Multinational Scanning: A Study of the Information Sources Utilized by Headquarters 
Executives in Multinational Companies. Administrative Science Quarterly, 411-421 

Macro
• Pestle Analysis

Industry
• Porter's Five Forces

Company
• Swot
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new terrorist organizations such as the Islamic State of Iraq and Syria (ISIS) make such actions likely in 

the future. It is not wrong to say that any reduction in air travel would shrink the hotel rooms’ request. 

Relations between USA and North Korea threaten the world peace. In March 2017, the European Union 

Bill, about the notification of withdrawal, United Kingdom is leaving European Union and the process 

called Brexit, with the Royal Assent to article 502 creates uncertainty in the UK market.   

 

Another danger Rezidor faces is that tourist may be attacked on sites or hotels directly; posing the 

need for security measures that results in extra costs. There are recent examples that terrorists are 

targeting tourist sites: in March 2017 on Westminster Bridge in London were five people died, one 

year after the attack in Bruxelles. Such attacks could affect Rezidor by scaring away potential guests 

from travel. Rezidor’s growth focus includes emerging markets such as Russia & other CIS countries, 

the Middle East and Africa.  The performance of the hotels in Brussels, Nice and Paris have been 

significantly impacted by the terrorist attacks. In addition, one of the hotels in Brussels was closed for 

renovation and re-branding during 3,5 months in the beginning of the year. The eight hotels in the 

three cities are in total MEUR 6.3 below last year on EBITDA. (Rezidor, Annual Report 2016)  

Some of the countries in these markets have a higher political risk than those in the more mature 

markets in the Nordics and the Rest of Western Europe. In order to mitigate the political risks, Rezidor 

only operates under management and franchise contracts with limited or minimal financial exposure 

in these markets. Rezidor acknowledges that terrorism as well as other issues such as increased 

tensions between countries, social unrest, labor disruption, outbreak of diseases, crime and weakness 

of local infrastructure (including legal systems) can be threats to safe and secure hotel operations at 

certain times in certain locations.  

 

Rezidor’s ability to perform or discharge its obligations may also be impacted due to acts of 

governments, such as imposition of sanctions. With the aid of external expertise, threat assessments 

are continuously carried out and hotels notified if a possible material change to their threat situation is 

detected. (Rezidor, Annual Report 2016) 

 

                                                           
2 http://www.bbc.com/news/uk-politics-39282280 
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3.1.2 Economic  

3.1.2.1 GDP Development 

3.1.2.1.1 GDP Development in the Nordics 

Figure 4: Historic and expected GDP development in the Nordics 2003-2022 

Source: Own creation from IMF data  

Table 3: Expected GDP development Annual percent change in the Nordics 2018-2022 

Nordics % 2018E 2019E 2020E 2021E 2022E Average  

Denmark 1,7 1,8 1,9 1,8 1,8 1,8 

Finland 1,4 1,5 1,5 1,5 1,5 1,48 

Norway 1,9 2,1 2,1 2,1 2,2 2,08 

Sweden 2,4 2,2 1,7 1,7 1,7 1,94 
Source: Own creation from IMF Data  

Both the Figure 4 and Table 3 shows a stable trend of GDP development averaging few points below 

2%. After the crisis in 2009, where GDP development in Finland was -8,3%, the expected GDP rate  from 

2018 to 2022 averaged 1,48%. In Norway, GDP growth rate in 2009 was -1,6% and -5,2 in Sweden, -4,9 

in Denmark. In general, expected growth rate from 2018 to 2022 for the Nordics is 1,825%. Complete 

distribution in Appendix 4 

3.1.2.1.2 GDP Development in Western Europe 
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Figure 5: Historic and expected GDP Development in w. Europe 2003-2022 

 

Source: Own creation from IMF data 

Table 4: Expected GDP Growth in Europe 2018-2022 Annual percent change 

Europe Real GDP growth (Annual 
percent change) 2018E 2019E 2020E 2021E 2022E 

Average 
E% 

Austria 1,3 1,3 1,1 1,1 1,1 1,18 

Belgium 1,5 1,5 1,5 1,5 1,5 1,5 

France 1,6 1,7 1,8 1,8 1,9 1,76 

Germany 1,5 1,4 1,3 1,2 1,2 1,32 

Greece 2,7 2,2 2 1,8 1 1,94 

Ireland 3,2 3 2,9 2,8 2,8 2,94 

Italy 0,8 0,8 0,8 0,8 0,8 0,8 

Luxembourg 3,5 3,3 3,1 3,1 3 3,2 

Malta 3,5 3,2 3,1 3 3 3,16 

Netherlands 1,8 1,7 1,7 1,7 1,6 1,7 

Portugal 1,5 1,2 1,1 1 1 1,16 

Spain 2,1 2 1,9 1,7 1,6 1,86 

Switzerland 1,6 1,6 1,7 1,7 1,7 1,66 

United Kingdom 1,5 1,6 1,9 1,9 1,9 1,76 
Source: Own creation from IMF data 

Complete calculation is in Appendix 5 

3.1.2.1.3 GDP Development in Eastern Europe  

Figure 6: GDP development in Eastern Europe 2003-2022 
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Source: Own creation from IMF data 

Complete calculation is in Appendix 6 

3.1.2.1.4 GDP Development in Middle East, Africa and Other 

Figure 7: Middle east, Africa and other GDP development from 2003-2022E  

 

Source: Own creation from IMF data 

Table 5: Middle East, Africa and Other GDP Expected Growth Annual percent change 
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Middle East, Africa 
and Other Real GDP 
growth (Annual 
percent change) 2018E 2019E 2020E 2021E 2022E Average E 

Algeria 0,6 1,2 1,7 2,2 2,3 1,6 

Bahrain 1,6 1,7 2,1 2,2 2,2 1,96 

Chad 2,4 3,1 3,6 3,8 4,2 3,42 

China, People's 
Republic of 6,2 6 5,9 5,8 5,7 5,92 

Ghana 9,2 5,9 5 5,2 5,3 6,12 

Kenya 5,8 6,2 6,5 6,5 6,5 6,3 

Kuwait 3,5 3,7 3,4 3,1 2,9 3,32 

Lebanon 2,5 3 3 3 3 2,9 

Libya 3 2,9 2,9 3 3,1 2,98 

Mauritius 4 4,1 4,1 4,1 4,1 4,32 

Morocco 3,9 4,1 4,4 4,5 4,7 4,32 

Mozambique 5,5 6 6,5 6,5 14,9 7,88 

Nigeria 1,9 1,9 1,8 1,8 1,8 1,84 

Oman 3,8 1,9 1,8 2,2 2,2 2,38 

Qatar 2,8 2,3 2 1,6 1,6 2,06 

Saudi Arabia 1,3 2 1,4 1,9 2,1 1,74 

Sierra Leone 6,6 6,4 7,6 7,5 7,3 7,08 

South Africa 1,6 2,2 2,2 2,2 2,2 2,08 

Tunisia 3,1 3,7 4,2 4,5 4,5 4 

United Arab Emirates 4,4 3,3 3,5 3,2 3,2 3,52 

Zambia 4 4 4,5 4,5 4,5 4,3 

Zimbabwe -1,5 0 1 0,9 0,9 0,26 
Source: Own creation from IMF data 

Complete table can be seen in Appendix 7.  The Chinese slowing of economic growth could affect 

Rezidor’s growth. Such events as the stock market collapse in China in August 2015 and the debt crisis 

in Europe in 2009 have reduced individuals’ buying power and their ability to travel. The biggest effect 

of this is the decrease in the number of business travel.  

Another problem for Rezidor is the high exchange rate for the EUR overseas, which discourages 

business travel and Americans from traveling or foreign tourists from visiting American destinations. 

Growing income inequality and stagnation of middle-class wages, which reduces people’s ability to 

travel and stay at hotels posing a long-term economic threat. The general market, economic, financial 

conditions and the development of RevPAR in the markets where Rezidor operates are the most 

important factors influencing the company’s earnings.  
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3.1.2.2 Interest rates 

All the central banks, in order to control inflation, act in the same way: manipulating the currency 

interest rates. As their correlation, future short-term rates will affect the long-term rates. (Høien, 2011) 

3 Long-term rates typically reflect the expected course of short-term rates over a long period; change 

in long-term rates usually also affect stock prices and in somehow the change in stock prices will have 

implications for personal wealth including a wide range of spending decisions made by households and 

businesses. When companies expand their businesses and employ more people, they are boosting 

production and general households’ wealth increases. (Board of the Governors, the Federal Reserve 

System Purposes & Functions, 2016) Complete table of historical interest rates is in Appendix 8. 

Long-term interest rates refer to government bonds evolving in ten years. Rates refers to the price 

charged by the lender, the risk from the borrower and the fall in the capital value. Long-term interest 

rates are averages of daily rates, measured as a percentage. Long-term interest rates are one of the 

determinants of business investment. Low long-term interest rates inspire investing in new equipment 

while high interest rates depress it. Investment is, in turn, a major source of economic growth. (OECD 

Data)4 

3.1.2.2.1 Interest rates in the Nordics 

Figure 8: Interest rate development in the Nordics 2007-2016 

                                                           
3 Høien, T. (2011). How do Central Banks Determine Interest Rates? 
4 https://data.oecd.org/interest/long-term-interest-rates.htm 
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Source: Own creation from OECD data 

3.1.2.2.2 Interest rates in Western Europe 

Figure 9: Western Europe interest rate development 2007-2016

 

Source: Own creation from OECD data 
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3.1.2.2.3 Interest rates in Eastern Europe  

Figure 10: Eastern Europe Interest rate development 2007-2016 

 

Source: Own creation from OECD data 

3.1.2.2.4 Interest rates in Middle East, Africa and Other Interest rate  

Figure 11: Middle East, Africa and Other interest rate development 2007-2016 
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Source: Own creation from The World Bank data  

3.1.2.3 Inflation rate 

Complete datasheet of inflation rate development in Rezidor’ operating countries is in Appendix 9. 

Figure 12: Inflation rate development in Rezidor’s operating business Area 1997-2016 

 

Source: Own creation from World Bank data 1997-2016 

3.1.3 Social  

 

Social factors make the future look very good for Rezidor because there are more travelers spending 

more money.  It seems as if more persons are eager to travel and pay more for the occurrence.  

Cultural changes that could affect Rezidor Hotel Group include increased numbers of Chinese and other 

Asian travelers. Americans and European are growing older and this could increase the demand for 

different kinds of travel experiences, such as packaged tours and luxury resorts. 

 

3.1.4 Technological  

Technology could have a fundamental impact on the hotel business especially in the form of online 

agency services such as booking.com or Expedia.com and the related rise in communications. With 

global distribution systems (GDSs) and Computer Reservation Systems (CRSs) most of the consumers 

http://pestleanalysis.com/social-factors-affecting-business/
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can now have access to exact information about hotels, prices, facilities, location5 (Hayes, 2010) and 

most important, about opinions.   

 

Nowadays Airbnb is opening new challenges to some hoteliers, because by letting private individuals 

rent rooms or homes directly to travelers, redefining the concept of hospitality, this may result in less 

revenue, especially for the market dedicated to young people.  

 

3.1.5 Legal 

Rezidor is exposed to the risk of litigation from guests, customers, potential partners, suppliers, 

employees, regulatory authorities, franchisees and/or the owners of hotels leased or managed by 

Rezidor.  An important factor that will affect Rezidor’s future business is the status of services like 

Airbnb. Main concern is that Airbnb hosts are not bound to pay lodging taxes, which are a major source 

of revenue for some municipalities. Moreover, Rezidor is exposed to any corporate tax in each 

individual market where it operates. From the table below the segment Rest of Europe has the highest 

average Corporate Tax rate.  (Rezidor, Annual Report 2016) 

 

Table 6: Corporate Tax rate of Rezidor Business Areas 

Corporate Tax Rate % 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 Average% 

Average Corporate Tax 22,2 22,6 22,5 23,0 23,2 23,3 23,7 23,6 25,0 25,4 23,4 

Avg. The Nordics 21,8 22,5 22,7 23,9 24,8 25,1 24,7 24,1 24,4 25,0 23,9 

Avg. Rest of Europe 26,3 26,5 26,6 26,9 26,5 26,7 27,2 27,3 28,1 28,2 27,0 

Avg. Eastern Europe 16,9 16,9 17,0 17,1 16,7 17,2 17,2 17,2 17,9 18,2 17,2 

Avg. Middle east, Africa 23,8 24,5 23,8 24,0 24,7 24,4 25,5 25,9 29,7 30,1 25,8 

 

As most of the company’s revenue is from the Nordics and Rest of the Europe, the table below shows 

the Corporate Tax rate development from 2007-2016. Ranging from 18% of Iceland and 27,5% of 

Norway; the Nordics segment average (23,9%) has been very close to the average corporate tax of all 

the segments (23,4%) Complete calculation is in Appendix 10. 

                                                           
5 Hayes, D. a. (2010). Revenue Management for the Hospitality Industry. UK: John Wiley & Sons. 
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Table 7: The Nordics and Rest of Europe Corporate Tax development 

The Nordics 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 Average% 

Denmark 22 23,5 24,5 25 25 25 25 25 25 25 24,5 

Finland 20 20 20 24,5 24,5 26 26 26 26 26 23,9 

Iceland 20 20 20 20 20 20 18 15 15 18 18,6 

Norway 25 27 27 28 28 28 28 28 28 28 27,5 

Sweden 22 22 22 22 26,3 26,3 26,3 26,3 28 28 24,92 

            

Rest of Europe                       

Austria 25 25 25 25 25 25 25 25 25 25 25 

Belgium 33,99 34 34 34 33,99 34 34 33,99 34 33,99 33,99 

France 33,33 33,3 33,3 33,3 33,33 33,3 33,3 33,33 33,3 33,33 33,33 

Germany 29,72 29,7 29,6 29,5 29,37 29,4 29,4 29,51 38,4 38,34 31,286 

Greece 29 29 26 26 20 20 24 25 25 25 24,9 

Ireland 12,5 12,5 12,5 12,5 12,5 12,5 12,5 12,5 12,5 12,5 12,5 

Italy 31,4 31,4 31,4 31,4 31,4 31,4 31,4 31,4 31,4 37,25 31,985 

Luxemburg 29,22 29,2 29,2 29,2 28,8 28,8 28,6 28,59 29,6 20,63 28,192 

Malta 35 35 35 35 35 35 35 35 35 35 35 

the Netherlands 25 25 25 25 25 25,5 25,5 25,5 25,5 25,5 25,25 

Portugal 21 21 23 25 25 25 25 25 25 25 24 

Spain 25 28 30 30 30 30 30 30 30 32 29,5 

Switzerland 17,92 17,9 17,9 18 18,06 18,3 18,8 18,91 19,2 20,63 18,563 

the United Kingdom 20 20 21 23 24 26 28 28 30 30 25 
 Source: Own creation from KPMG website 

3.1.6 Environmental  

 

Currently, the major environmental factor that could disrupt Rezidor’s business is fuel prices. Bullish oil 

prices could lead to higher travel costs and falling demand for hotel rooms. More in general terms, any 

sudden increase in fuel costs, particularly for the airlines, could be a potential threat to company’s 

business. On the opposite, a decrease in fuel costs could be a potential opportunity for higher profit 

margin. 

A potential long-term environmental impact on Rezidor Hotel Group could include increased electricity 

costs created by efforts to curb greenhouse gases by limiting the burning of coal in power plants. 

http://pestleanalysis.com/pest-analysis-for-airline-industry/
http://pestleanalysis.com/what-is-environmental-analysis/
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Climate change could harm Rezidor’s business by raising ocean levels and flooding resorts or creating 

storms that discourage beach going. 

Global warming and increased temperatures could close ski resorts or make some beach resorts not 

comfortable.  

Rezidor’s Responsible Business program builds on the principle of the triple bottom line, where all 

hotels strive to improve their environmental and social performance along with economic performance.  

Priorities of Rezidor’s Responsible Business program are to reduce the carbon & water footprint by 10% 

by end 2020, to focus on human rights in the supply chain, on helping to combat youth unemployment 

and on creating meaningful employment and employability skills for weaker groups in society. Rezidor 

hotels will continue to engage with the local communities through donations and volunteering by 

focusing on issues that are strategic to each brand.  

In 2016, Rezidor hotels achieved a 24% reduction in energy per occupied room (climate neutral data 

and compared to 2011) and have reduced water consumption in liters/guestnight by 30% (compared 

to 2007) while 78% of the group hotels received an eco-label recognition.  

In total, Rezidor hotels contributed a total of EUR 1.4 million in cash and in-kind and have dedicated 

29,000 person hours of volunteering to their local communities in 2016. Rezidor also continued the 

work on focus activities per brand to engage the guest in Responsible Business.  

For example, for every 250 towels that guests choose to reuse in Radisson Blu Hotels and Resorts, the 

hotel group donates to the international water charity Just a Drop to help providing a child with safe 

drinking water for life. Since the start of the program in 2014, Radisson Blu hotels and resorts have 

helped provide safe drinking water for life to 8,300 people.  

To promote green buildings in emerging countries and continue to underpin the dynamic growth in 

emerging markets, Rezidor signed a unique cooperation agreement with the IFC (a member of the 

World Bank), committing to use IFC’s EDGE green building tool and certification. Building on the 

internationally recognized Safety & Security program TRICS, and to ensure a maximum level of safety 

and security in key markets, 160 Rezidor hotels have received the independent and international 
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Safehotels Alliance label. (IFC, Climate Investment Opportunities in Emerging Markets 2016) In 2016, 

Rezidor was again named one of the World’s Most Ethical Companies by the Ethisphere Institute, an 

honor bestowed for seventh year in a row. Rezidor was not involved in any environmentally related 

legal disputes or complaints in 2016 and has no known material environmental related debts.  

The Radisson Blu Lyon reopened in 2016 after it has undergone a major refurbishment, which included 

the removal of asbestos that had been found during the refit. Rezidor published its first UK Modern 

Slavery statement. 

3.1.7 PESTLE Conclusion  

 

The PESTLE analysis considers Rezidor’s macro environment by identifying Political, Economic, Social, 

Technological, Legal and Environmental factors in Rezidor's home markets. Doing this, we are able to 

analyze the current state and use this data when building a forecast in Chapter 5.  

The political state is currently stable, when looking at Rezidor's largest home markets, the Nordics and 

Western Europe. This, together with the GDP growth expectations, will be considered when forecasting 

future revenues. When addressing the economic factors, GDP growth decreased during the economic 

crisis for all home markets.  

However, the markets have realized relatively stable growth rates and are expected to grow further in 

the future. The lodging industry’s contribution to GDP has seen an increase during the last three years, 

making Rezidor's geographical positioning favorable for the coming years. This is applicable to the 

majority of Rezidor's home markets. Current interest rates are low comparing with the markets 

historical rates.  Interest rates now are at a low level in the Nordics and in the majority of the other 

European markets, making future expansions and business opportunities accessible through low 

interest loans.  
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The expected increase in interest rates will be relevant as the markets are still recovering from the 

financial crisis of 2009. Thus, the current state of the home markets will help Rezidor boost their future 

growth and expansion. The realized inflation varies in Rezidor’s home markets.  

Rezidor’s revenues in Middle East, Africa and Other and Eastern Europe segment represent a minor 

share of the Group’s revenue, further strengthening an overall stability. The long-term inflation targets 

in European and Nordic markets will be considered when conducting the valuation. 

Technological innovations can turn a business around and in nowadays fast-paced environment, market 

leaders need to adapt to innovation to keep their leading position in the Scandinavian market as well 

as in the rest of the operating countries. 

3.2 Porter’s Five Forces analysis 

 

 In order to identify the hotel industry’s weaknesses, strengths and analyze the structure as well as 

Rezidor strategy development, Porter’s five forces model will be used.  Porter’s Five Forces analysis will 

be used to identify the factors that define the industry, by analyzing Rezidor's competitors, the entry 

barriers of the industry, the impact of current buyers and suppliers and their influence on Rezidor and 

lastly analyze if Rezidor's products can be replaced by substitute products. (Porter, 2008) 

Porter found the SWOT analysis non-rigorous and ad hoc6. The model includes forces both from vertical 

and horizontal competition and therefore useful to derive the forces that shape the hotel industry 

determining the attractiveness.  

Figure 13: The Porter five forces model shaping the hotel industry 

                                                           
6 Michael Porter, Nicholas Argyres, Anita M. McGahan, "An Interview with Michael Porter", The Academy of Management 
Executive 16:2:44 at JSTOR 
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Source:  Own creation based on Porter’s five forces (2008) 

3.2.1 Threat of new entrants 

 

Unrelatedly of whether a new entrant in the hotel industry is a start-up, franchise or foreign firm the 

entry barriers needs to be inspected. The way current organizations may react upon the presence of a 

new entrant can also influence its decision of joining the industry (Porter, 2008). In 2016, the hotel 

industry’s profit margin is averaging in 7,83 % (Csimarket, 2016). This industry is very capital intensive 

and subject to risks, mostly consisting of incessant need for renovations and capital improvements. 

New entrants in the hotel industry are likely to face reprisal from the current operating firms if the 

incumbents have previously shown aggressive and energetic attitude towards beginners.  

Present operating companies are bound to retaliate the newcomers if they have sufficient capital, 

meaning the possession of excess liquidity and unused borrowing power, along with the presence of 

well-established channels of distribution and customer focus (Porter, 2008). 

 

Industry 
Rivalry

Bargaining 
Power of 
Suppliers 

Threat of 
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Threat of 
New 
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3.2.2 Threat of substitutes 

Substitute is considered a product or a service that can replace the one that our business of application 

is offering. Substitutes can be found both within the particular industry and within the scope of other 

industries. There are always products or services that share similar qualities to the product that given 

business is offering. Higher level of substitute’s threat equals to lower generation of profit, due to the 

restriction in pricing (Porter, 2008). Example for a cross industry substitute of a hotel’s feature is the 

provision of online meeting and conferences solutions.  

Offering conference and meeting halls is regular for upscale hotels, covering the needs of their business 

guests. There are multitude of various cultural differences that restrict the influence of this cross-

industry substitute. An evident example of a substitute within the hotel industry is the accommodation 

providing part of the emerging shared economy, most particularly Airbnb. Founded in 2008 with its 

main office in San Francisco, California Airbnb is a community marketplace for people who can rent out 

their apartments, houses, rooms or any sort of accommodation.  

Currently Airbnb is downloadable in around 191 countries, covering more than 34 000 cities (Airbnb, 

2016). Sharing economy and Airbnb are gaining popularity. There are limited number of Airbnb 

accommodations, especially upscale properties, listed around the world. Airbnb is an unblemished 

example of an alternative for the hotel industry, but it is totally devoid of the core offering that hotels 

provide – the personal service. There are many safety issues, concerning this new emerging shared 

economy. Thus, the shared economy, Airbnb in particular, is not posing any significant threat for 

Rezidor Hotel Group. Moreover, Rezidor should continue to retain customers through membership 

cards and loyalty scheme.  

3.2.3 Bargaining power of suppliers 

 

Suppliers that are exercising higher control over companies, tend to obtain more of the value from the 

cooperation with different businesses, by the means of asking for higher prices, reducing the quantity 

of products or services or compromising with quality (Porter, 2008). Hotel businesses are dependent 
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on numerous suppliers, due to the type of service offered – including the provision of accommodation, 

as well as food and beverages. Rezidor Hotel Group is collaborating with more than eighty companies 

providing various products and services ranging from food and beverages to independent external 

auditors and training providers. There is an abundant concentration of suppliers, contending for a 

market share. The lack of monopoly on the suppliers’ market conveys the low costs of switching among 

suppliers, lowering the bargaining power of suppliers. 

Most of the products and services that Rezidor usually purchase are standardized, thus higher prices 

cannot be charged, which is another factor limiting the power of suppliers over the hotel. Since there 

are many suppliers that cater for multiple industries simultaneously, they are not entirely depended on 

a single industry to conduct profitable business; this flexibility allows suppliers to ask for higher prices 

from industries that are not their main source of revenue generation (Porter, 2008).  

This condition permits suppliers to exert certain degree of power over different businesses. Most of the 

products and services used by Rezidor Hotel Group have their appropriate substitutes, which implies a 

greater resistance towards suppliers’ burden. More in general, the suppliers of Rezidor Hotel Group are 

affecting the establishment in a moderate level, and they cannot be considered as a threat for the 

company.  

3.2.4 Bargaining power of buyers 

 

Customers with great power over a given business is the same comparable of powerful suppliers. They 

can obtain greater level of value, by lowering prices and the enquiry for better service quality or the 

inclusion of newer ones. Those activities are establishing a lower profit margin for the specific industry, 

since the firms are set against one another (Porter, 2008). As there is no large single buyer, the power 

of the consumer is relatively low (Olsen, 1998)7 

 

                                                           
7 Olsen, M. W. (1998). Management in the Hospitality Industry. New York: John Wiley & Sons. 
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Since in the hotel industry products are standardized, buyers are keen to choose different service 

supplier if requirements such as price and quality are not encountered. Guests in hotels are vast 

population of individuals, which presupposes the dispersion of power the customers hold, the more 

diverse the customer pool is, the less power they can exert over the company (Porter, 2008).  

 

As proven, the main target segment of Rezidor Hotel Group consists of people who are educated with 

a significant amount of income, price insensitive and value seekers. Thus, the guests of the hotel are 

more disposed to focus on the quality of the service, rather than the price that corresponds to the 

status that the brand’s image suggests. It is also in a constant dynamic transformation, caused by 

demand and supply.  

 

Creating elaborate channels for receiving and processing feedback is a smart way to grant customers 

with tacit power, which does not have negative impact over the business, on the contrary serves as a 

tool for improvement of the relationship with customers. Receiving a negative feedback, the specific 

hotel could somehow anticipate the next by taking action. Unfortunately, someone who complains is 

easy to find when a hotel is hosting thousands of people a day. As a part of international hotel chain 

Rezidor Hotel Group has access to various methods for collecting and interpreting guests’ feedback, 

which helps the group to maintain its service level high. Customers that are the main revenue 

generators, have important impact over the hotel. Their influence does not correspond to the demand 

for lower prices, but rather the expectation of a certain quality level.  

 

3.2.5 Competitive rivalry 

 

 

Sharpe in 1990 noted that in the coming years, the global environment would open and new markets 

would emerge citing Russia and China, and he was correct. Hotel chains aim to compete on location 

other than price and these emerging markets can be highly lucrative8.  

 

                                                           
8 Sharpe, J. L. (1990). Directions for the ’90s: Lessons from Japan. Cornell Hotel and Restraunt Administration 

Quarterly. 
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Rivalry among established businesses in a given industry can be based on price, new products, 

marketing campaigns or providing a higher quality service. The higher the rivalry in the industry, the 

less revenue it would provide. The intensity that each competitor shows along with the basis competing 

on exposes the potential profit margin decrease of the industry (Porter, 2008). The competitive rivalry 

is in its peak when there are many firms that are similar in size and power, without a prominent leader 

among them (Ferlic, Raisch, Krogh, 2007). 

Hotel business is providing high barriers for exit of the industry, especially when dealing with upscale 

firms. Having competitors that are extremely committed to their business and desire to be the leaders 

of the industry sets the competitiveness to a new level. Rezidor Hotel Group is facing competitors that 

are aspiring to be the leaders of the hotel industry; those establishments are Hilton and Marriott, 

InterContinental, Scandic and Pandox, this last two for the Scandinavian market. 

 

Competition based on price is a dangerous game, destructive for the profit of each hotel participating 

in it. Decreased prices can be matched by competitors, which increases the likelihood of another 

consecutive diminution from either parties, resulting in lower profit margin (Porter, 2008).  

 

Hotels are providing service that is perishable, by definition, which means service before the actual 

consumption cannot be stockpiled; there is also the issue of fixed capacity and hotels yield management 

that must be always properly utilized in order to increase profitability. 

 

Those factors are additional catalyst for the intensive competitive rivalry among hotels. Whenever 

hotels are competing on dimensions different than price, such as: better service, new products or 

features, delivery time and branding, they are not interfering with the profitability of the industry, since 

all those actions are focused to provide higher value for customers, which is a prerequisite for the 

allocation of higher prices charged for the hotels’ services (Porter, 2008). 

 

Competitive rivalry within the hotel industry is posing the biggest threat for Rezidor Hotel Group.  
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3.2 Porter’s Five Forces analysis conclusion 

 

Indeed, due to the size of the companies in the hotel industry, any small independent firm will face high 

barriers to entry the market. Chains as Rezidor or Scandic carry large economy of scale of marketing 

and minimize the costs. Price and location of accommodation are key factors that can be more 

important than the room itself, for these reason hotels have some kind of inelasticity. As there is no 

large single buyer, the power of the consumer is relatively low (Olsen, 1998)9. 

 

Customers that are advantaged by the access to information and are able to easily compare hotel prices 

online, mainly affecting travel agencies and brochures usage. The cost of changing supplier is low, that 

is why suppliers have to compete to work with major hotel chains. Rezidor compete on different levels 

price and location but also on non-price as restaurant’s quality, benefits for the members and luxury.  

Major hotels have a great deal of power when bargaining with suppliers and customers. Competitive 

rivalry within the hotel industry is posing the biggest threat for the group.  

 

Although consumers are gaining a little power having more access to information, they do not have a 

large scope to negotiate on room prices directly and big hotels can easily find other suppliers. 

Furthermore, the difficulty of entering the market for smaller companies means that the main 

companies in the top-heavy industry will continue to prosper.  

 

3.3 SWOT Analysis 

SWOT analysis stand for Strengths, Weaknesses, Opportunities and Threats and together with PESTLE 

analysis give a static picture of Rezidor’s current environment. 

 

3.3.1 Strengths 

 

 

                                                           
9 Olsen, M. W. (1998). Management in the Hospitality Industry. New York: John Wiley & Sons. 
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3.3.1.1 Strong Portfolio of Hotel Properties 

 

Rezidor benefits from strong hotel operations. The company’s portfolio comprises 457 hotels with more 

than 100,000 rooms, located in 80 countries across Europe, the Middle East and Africa. The company 

operates 355 hotels with 78,628 rooms in 80 countries and 102 hotels with 21,692 rooms under 

development. Rezidor's hotels are operated through the company or lease, management agreement or 

franchise agreement under its brands. Therefore, broad portfolio of hotel properties helps the company 

to serve a diversified customer base and generate higher revenues. (MarketLine, 2016) 

 

3.3.1.2 Strong Brand Portfolio 

 

 

Rezidor operates a chain of hotels under various brands: Radisson Blu, Park Inn by Radisson, Prizeotel, 

Quorvus Collection and Radisson Red. It is present across diverse categories: luxury, lifestyle, upscale 

and mid-scale. Radisson Blu is an upper-upscale contemporary brand, which pioneers bold and 

innovative guest rooms, lobbies and public spaces with latest technology. 

 

 Radisson Blu hotels can be found in prime locations, including major cities, airport gateways, and 

leisure destinations. Park Inn by Radisson is a midscale hotel brands aimed at tech savvy, young and 

youthful travelers. The hotels are in capital cities and economic hubs often close to city centers, airports 

and railway stations. Quorvus Collection is a luxury hotels motivated by the lifestyle and sensibilities of 

the modern global tourist. Radisson Red is a lifestyle brand, which focus on urban centers (Quorvus 

online website)10.  

 

Such strong brand portfolio contributes to the overall growth of the company. Furthermore, Rezidor is 

expanding its brand portfolio, in March 2016 the company announced to enter into economic segment 

by acquiring 49% stake in Prizotel. (MarketLine, 2016) 

 

                                                           
10 https://www.quorvuscollection.com/en/our-collection 
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3.3.1.3 Strong Market Position 

 

Strong market position helped Rezidor to establish itself as a leading hotel service provider in Europe. 

The company has a portfolio of 457 hotels with around 100,000 rooms with operations spread across 

80 countries in Europe, the Middle East and Africa.  

 

In January 2016, brand Radisson Blu distinguished for the Best International Upscale Hotel Brand award 

at the 2015 British Travel Awards. The hotel group has recently been designated as the best 

International hotel chain in Norway and the best Nordic hotel chain at the Grand Travel Awards in 

Norway.  

 

In February 2016, Park Inn by Radisson Amsterdam Airport Schiphol was being awarded the Gold Green 

Key certificate, by Green key experts.  

 

Moreover, in March 2016, the company won three awards at The Travel Marketing Awards 201611 

ceremony held in London, United Kingdom. Leading market position helps the company to attract large 

customer base and improve top-line performance. 

 

3.3.1.4 Strong Financial Performance 

 

 

Rezidor recorded strong financial performance in Financial Year 2016. The group has no financial debt 

in 2016. Like-for-like (“L/L”) Revenue per Available Room (RevPAR) for leased and managed hotels was 

up by 2.4%. The growth is mainly due to an increase in occupancy. Revenue decreased by 4.8% to MEUR 

243.1 (255.4). The positive impact of the like-for-like RevPAR development has been offset by the exit 

of four leases, the temporary closure of one leased hotel for renovation and the strengthening of the 

Euro (Rezidor Hotel Group AB annual Report). In addition, one-off fee revenue related to terminated 

and renegotiated agreements was MEUR 4.0 higher last year. Moreover, with the diminution in 

                                                           
11http://www.rezidor.com/External.File?t=2&item=g7rqBLVLuv81UAmrh20Mp/3zPXte1ekodmqFg7oWywYoKgPcNJmKaY
WT8d1G+uhtRkFQ4f50x+J8OHFe7v7D4g==&cb=636033038590268069. 
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revenue, EBITDA is impacted adversely by higher costs for sales, marketing and bad debts. In addition, 

last year’s numbers were positively affected by the revaluation of the investment in Beijing of MEUR 

2.8. 

Profit for the last period amounted to MEUR 16.9, positively affected by the capitalization of tax assets 

of MEUR 22.3 (net). (Rezidor, Annual Report 2016) 

 

3.3.2 Weaknesses 

 

 

3.3.2.1 Burden of Additional Income Tax 

 

 

Additional income tax burden post a treat to most of the existing companies.  At the end of 2015, 

Rezidor received a notice from the Swedish tax authorities regarding interest deduction in one of its 

subsidiaries. An assessment note for additional income tax due of EUR 3,1 million was raised in the 

notice. (Rezidor, Annual Report 2016) 

  

On the other hand, Rezidor paid the due in early 2016; it filed a case in the court, to claim the 

cancelation of the assessment by the Swedish tax authorities. According to the legal office of the group, 

the decision of the Swedish tax authority has been taken wrongfully and that it is contrary to EU law.  

 

However, no tax cost has been classified as of December 2015; such issues could tarnish the company’s 

image among investors. Further, such incident could increase the cost burden on the company. In case 

of Rezidor’s inability to prove its claims in the court, could liable the company to have a maximum cost 

burden of EUR 5.4 million. (MarketLine, January 2017) 

 

 

3.3.3 Opportunity 
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3.3.3.1 Partnership Agreements 

 

Rezidor is taking various expansions and restructuring its initiatives to drive its business growth. In 

February 2016, with Swedish Order of Freemasons, the company extended their lease agreement by 

25 years for the Radisson Blu Strand Hotel, Stockholm.  

 

In April 2016, Rezidor entered the economy segment through the acquisition of a 49% stake of prizeotel, 

and further the group signed 13 new projects with 2,000 rooms and opened seven hotels totaling 1,000 

rooms. At the end of December 2015, the company concluded with 41 hotel signings, that includes 

7,900 fee based rooms and the opening of 24 hotels with 4,000 rooms.  

 

In May 2015, the company's joint venture, Carlson Rezidor Hotel Group entered into a partnership with 

Al Hokair Group, a hospitality firm to open four new hotels in Dubai, Jubail and Al Khobar. In April 2015, 

Park Inn by Radisson hotel brand entered into a partnership with Spotted by Locals, an online city guide. 

These initiatives will strengthen the company’s operations and increase presence through partnerships, 

especially in the Middle East segment. (MarketLine, January 2017) 

 

As 7 December 2016, the Chinese group HNA Tourism Holding (Group) Co, Ltd. (part of the controlling 

“HNA Group”) announced the completion of its purchase of Carlson Hotels Inc. from Carlson Hospitality 

Group Inc. This transaction includes Carlson’s stake in Rezidor Hotel Group AB, representing 51.3% of 

outstanding shares. (Rezidor, Annual Report 2016) The acquisition was part of a EUR 31,02 billion deal 

making spree over the past year averaging more than two acquisitions per month, and EUR 42,61 over 

the past two years.12 

 

The Chinese company completed the acquisition of 25% shares of Hilton for EUR 6 billion and have 

controlling stakes in West Air, ICE International Currency Exchange, Carlson Hotels Inc., HNA Sweden 

Hospitality Management as well as in the Madrid-based NH Hotels.  

  

                                                           
12 https://www.bloomberg.com/news/articles/2016-10-26/hna-group-pauses-after-its-34-billion-global-acquisition-spree 
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On 22 December 2016, HNA declared a mandatory public offer to the shareholders in Rezidor Hotel 

Group AB to purchase all shares in Rezidor for a cash consideration of EUR 3,52 (SEK 34,86) per share. 

(Mandatory public offer to the shareholders in Rezidor, December 2016) 

 

3.3.3.2 Strategic Growth Initiatives 

 

 

Rezidor could benefit from its recent strategic growth initiatives. The company inaugurated multiple 

hotels to expand international presence. In January 2016, the company took several expansions 

including: in Dubai, the Radisson Blu Residence Al Sufouh serviced apartments, to what extent the UAE, 

Rezidor opened its second Radisson Blu Plaza Hotel in Addis Ababa, Ethiopia and in Istanbul the 

Radisson Blu, Atakoy. 

 

Further, the company continued to expand in February 2016 including: the Radisson Blu Hotel opens in 

Sohar, Oman, three Carlson Rezidor hotels in Riga, Latvia while Rezidor announces the first Radisson 

Red in Dubai. 

 

In March 2016, the group announces three new Park Inn by Radisson Hotels in Belgium. During March 

2016, the company enters economy segment by acquiring 49% of stake in prizeotel. Further, during the 

same month, the Company declared its eighth Radisson Blu Hotel in Finland. In April 2016, Radisson 

Red opens its first hotel in Brussels, Belgium. Further, in April 2016 Radisson Red opens in Brussels, 

Belgium.  

 

In June 2016, the company announces its expansion in the Radisson Blu Hotel in Durban Umhlanga, 

South Africa, the Park Inn Apartment Hotel Istanbul Esenyurt in Turkey, the Radisson Blu opens first 

upper upscale international hotel in Armenia. 

 

During the same period, Rezidor announces the Park Inn by Radisson Poznán and the Radisson Blu 

Resort & Spa, Szklarska Poreba in Poland and the company opens new apartments at Radisson Blu 

Hotel, Maputo. 
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In December 2015, the company opened the Park Inn by Radisson Reykjavik Keflavik Airport hotel in 

Reykjavik, Iceland. In November 2015, the company opened Radisson Blu in Nairobi, Kenya. In October 

2015, the company opened Park Inn by Radisson Makkah Al Naseem in Saudi Arabia. In July 2015, the 

company opened first hotel location in Slovenia. Restructuring of the agreements enables the company 

to exit from unprofitable leases. Such strategic initiatives are implemented to align Rezidor’s business 

operations with the industry and generate higher returns.  (MarketLine, January 2017) 

 

3.3.3.3 Positive Outlook for the Travel and Tourism Sector in Europe  

 

 

Rezidor, as international player in the hotel industry, is likely to benefit from the global travel and 

tourism sector’s growth potential. According to the World Travel & Tourism Council (WT&TC), the 

sector’s direct input to the world’s GDP was expected to increase by 3.3% in 2016 and by 4.2% per year 

over 2016–2026 to reach EUR 3,181 billion in 2026. These rates will be used in the forecast chapter 

when calculating future revenues, divided per geographical areas. Compete table is in Appendix 4 the 

development of GDP in Nordics, Appendix 5 in Western Europe, Appendix 6 in Eastern Europe, 

Appendix 7 in Middle East, Africa and Other.  

 

The sector's total contribution to the world economy will increase from EUR 6,575 billion in 2015 to 

EUR 10,074 billion in 2026. The increase in the contribution is due to growth in demand from emerging 

markets and rise in consumer spending. Visitor exports are expected to increase by 3% in 2016 and 

4.3% per annum from 2016-2026 from EUR 1,200 billion in 2015 to EUR 1,885 billion in 2026.  

 

A rise in investments to EUR 1,150 billion in 2025 is likely to support activity within the sector. The 

fastest growing major contributors for total Travel & Tourism GDP to 2026 is expected to be India, 

China, Thailand, Indonesia, Peru and Kenya, and amongst the smaller economies, Myanmar, 

Montenegro, Angola, Tanzania, Bangladesh, Cambodia and Mozambique.  

 



48 
 

The positive outlook of the industry could help Rezidor to expand its services on new routes as it offers 

passenger services in North America, Atlantic, Pacific and Latin America, which would result in improved 

top line performance. (MarketLine, January 2017) 

 

3.3.4 Threats 

 

 

3.3.4.1 Foreign Currency Fluctuations 

 

 

Rezidor, having operations in over 80 countries, is exposed to fluctuations in foreign exchange rates. 

The company reports financials in the EUR and therefore its revenue is exposed to volatility of the EUR 

against other functional currencies such as US dollar, Japanese Yen and Canadian Dollar. The elements 

exposed to exchange rate risks include Rezidor’s investments in overseas subsidiaries and affiliates and 

monetary assets and liabilities arising from business transactions in foreign currencies. The company 

recorded 3.2% of its total revenue from Middle East, Africa &and Other regions during Financial Year 

2015. 

 

To minimize risks from currency fluctuations, the company could involve in foreign exchange hedging 

activities by entering into foreign exchange forward contracts. However, there could be no assurance 

that such hedging activities or measures would limit the impact of movements in exchange rates on the 

company’s results of operations. (MarketLine, January 2017) 

 

3.3.4.2 Intense Competition in Hotel Industry 

 

 

The growing potential in the global hotel industry and strong competition may affect the company’s 

operations. The company faces intense competition from competitors such as Four Seasons Hotels, Inc. 

Golden Tulip Hospitality Group, Hilton Worldwide Holdings Inc., Hyatt Hotels Corporation; 

InterContinental Hotels Group Plc. and Marriott International, Inc.  
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Aggressive initiatives from such competitors could cause a reduction in the company’s revenue and 

margin. In January 2016, Hilton Worldwide Holdings Inc. announced its Tru by Hilton brand to target 

midscale category and In June 2016, Hyatt Hotels Corporation, announced its expansion in Sydney and 

Bulgaria under Hyatt Regency and Hyatt Regency Sofia brand.  

 

Thus to sustain the competition, the company needs to compete by offering more comprehensive 

services to its customers, along with a timely and efficient service. The company may also be required 

to go for competitive pricing, which in turn affect its profit margins. (MarketLine, January 2017) 

 

3.3.4.3 Risks Related to Unforeseen Circumstances 

 

 

The operations of Rezidor Hotel Group may be adversely affected due to unfavorable events in near 

future. The occurrence of swine flu, SARS, Zika, Ebola virus and bird flu epidemic has resulted in a drop 

in the number of tourist arrivals in the affected countries. Precautionary measures such as the 

suspension of flights influenced the hospitality industry.  

 

Natural calamities such as polar vortex in the US, earthquakes in Nepal, and other disastrous calamities, 

eroded the revenues and income levels of the companies operating in the hospitality industry. It could 

guide to people dropping their traveling to few countries due to the fear of natural catastrophes.  

 

In March 2015, Windstorm Niklas hit Germany and surrounding countries with wind speeds of up to 

192 km per hour. The unrest in Russia between Ukraine .The January 2015 attacks in France and the 

rise of new terrorist groups such as ISIS raised security concerns worldwide, leaving the travel and 

tourism industry under constant threat of terrorism. Unforeseen circumstances, such as these could 

affect the performance of the company. (MarketLine, January 2017) 
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3.3.5 SWOT Conclusion 

 

 

Internally, strong portfolio of hotel properties, strong brand portfolio, strong market position and 

financial performance are Rezidor’s main strength points while burden of additional income tax is the 

only weak point. Externally, partnership agreements, strategic growth initiatives, positive outlook for 

the travel and tourism sector in Europe are Rezidor’s key growth opportunities, in the future, foreign 

currency fluctuations, intense competition in hotel industry and risks related to unforeseen 

circumstances the main threats.  

 

3.4 Chapter Conclusion 

 

 

The hotel sector consist in a relative small number of multinationals owing different brands that are 

growing horizontally, in order to target different types of consumers and vertically. Many companies 

have made their success thanks to expansion strategy.  

 

Rezidor compete on different levels price and location but also on non-price as restaurant’s quality, 

benefits for the members and luxury.  Major hotels have a great deal of power when bargaining with 

suppliers and customers. Competitive rivalry within the hotel industry is posing the biggest threat for 

the group. Strong portfolio of hotel properties, strong brand portfolio, strong market position are the 

strengths or Rezidor. Partnership agreements, strategic growth initiatives, positive outlook for the 

travel and tourism sector in Europe are Rezidor’s key growth opportunities, in the future, foreign 

currency fluctuations, intense competition in hotel industry and risks related to unforeseen 

circumstances the main threats. 

 

Rezidor have a great deal of power with customers and suppliers, even if consumers are having access 

to information about prices, locations and opinions, they do not have enough power to negotiate about 
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conditions. Moreover, thanks to its tradition and experience in the hotel industry, Rezidor’s market 

position is well established.   

 

 

4. Financial Analysis  

 

This chapter conducts an analysis of Rezidor’s historical financial performance, where the analysis will 

be the base for forecasting Rezidor's future performance, together with the strategic analysis in Chapter 

3. First, the financial statements of Rezidor and its peer companies were reorganized, to identify the 

economic drivers and make our peer companies comparable. The analysis was based on data retrieved 

from annual reports for the period 2007-2016. Next follows the growth analysis and profitability 

analysis, where Rezidor’s and its peers historical profitability and growth have been analyzed for the 

period 2007-2016.  

 

Rezidor’s fair value is highly driven by factors such as the return on invested capital (ROIC) or free cash 

flow and its ability to keep both in a good prospective. Finally, the chapter include a Free Cash Flow 

Analysis, showing how Rezidor has generated cash flows. 

 

4.1 Main competitors of Rezidor  

 

To enable a thorough analysis of Rezidor, a comparison to its closes peers has been conducted. As many 

companies would fit in the peer group, focus has been to find as close peers to Rezidor as possible.  

 

Important factors such as size, geographical positioning and operating areas should be comparable to 

Rezidor, to help us evaluate if the result in our financial analysis is plausible. (Koller et al., 2010) Further 

on, an evaluation of the peer-group performance to Rezidor in key ratios such as EV/Sales and 

EV/EBITA; Rezidor Hotel Group operates in the Hotels and motels sector. This analysis compares Rezidor 

Hotel Group with other companies in this sector: 
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 Rezidor Hotel Group AB (Stockholm Stock Exchange) 

 Scandic Hotels Group AB (Stockholm Stock Exchange) 

 Pandox AB (Stockholm Stock Exchange) 

 

4.2 Accounting principles  

 

Rezidor, Scandic and Pandox’s Annual Report has been prepared in accordance with International 

Financial Reporting Standards (IFRS)/International Accounting Standards (IAS) as endorsed by EU and 

the Swedish Annual Accounts Act.  In addition, RFR 1 Supplementary Rules for Groups has been applied, 

issued by the Swedish Financial Accounting Standards Council.   

 

To what extent Scandic, the Parent Company applies the Annual Accounts Act and RFR 2 Accounting for legal 

entities, which means that IFRS is applied with certain exceptions and additions. 

 

All of Rezidor’s leases are currently classified as operating leases, which means that the lease payments 

are recognized in the income statement as operating expenses on a straight-line basis or, for variable 

leases, in the period in which they are incurred. 

 

In current year, the Rezidor Hotel Group has adopted all new and amended Standards and 

Interpretations issued by the International Accounting Standards Board (IASB) and IFRS Interpretations 

Committee that are relevant to its operations and effective for accounting periods beginning on January 

1, 2016 and endorsed by the European Commission prior to the release of these financial statements. 

(Rezidor, Annual Report 2016) 

 

The Rezidor Hotel Group utilizes the historical cost method when consolidating the financial 

statements, except for estimation of certain financial instruments. (Rezidor, Annual Report 2016)  

 

The International Accounting Standards Board (IASB) has published in January 2016 a new standard for 

leases (IFRS 16). In the new standard, all former operating leases are capitalized, with the exemption 

for short-term leases and leases of low value assets. The accounting will be similar to today’s finance 
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leases. The new accounting standard, effective as from January 1, 2019, will have a major impact on 

the financial statements of Rezidor, due to the size of the lease business. 

 

 

4.3 Reorganizing the financial statements 

 

 

To have robust assessments of operating performance and value, traditional financial statements need 

to be reorganized. By using accounting standards, firms report their assets, liabilities and equity in a 

disorganized structure for the analyst. 

 

To prepare the financial statements for analysis of economic performance, it is important to separate 

operating lines from nonoperating and sources of financing. The process includes the building of 

invested capital, net operating profit less adjusted taxes (NOPLAT), and free cash flow (FCF).  

Invested capital is the total investor capital needed to fund operations. NOPLAT is the total after-tax 

operating profit available to all financial investors. 

 

To calculate the return on invested capital, the first step is reorganize the balance sheet to calculate 

the invested capital and then reorganize the income statement to calculate the NOPAT. 

Return on invested capital and free cash flow are calculated from NOPLAT and invested capital.  

ROIC is defined as: ROIC = NOPLAT/ Invested Capital  

While free cash flow is defined as: FCF = NOPLAT + Noncash Operating Expenses − Investment in 

Invested Capital  

  

4.3.1 Reorganizing the Balance Sheet 

 

 

The balance sheet consists of firm’s assets, liabilities and shareholder’s equity.  The accounting 

relationship is the following:  
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Assets= Liabilities + Equity 

 

 Analyzing the presented balance sheet makes it difficult to determine which post corresponds to 

operating assets, non-operating assets and sources of financing. It is important for the analyst to find 

the value-operating items, which reflect the true value of the company. (Koller et al., 2010) 

 

Typically, assets consist primarily of operating assets (OA), such as receivables, inventory, and property, 

plant, and equipment. On the other hand, liabilities consist of operating liabilities (OL), such as accounts 

payable and accrued salaries, and interest-bearing debt (D), such as notes payable and long-term debt. 

Equity (E) consists of common stock, possibly preferred stock, and retained earnings. 

 

To separate operating and non-operating items, the supplied notes in the companies’ annual reports 

were analyzed, to gain further knowledge regarding stated items on the Balance Sheets. Invested 

capital is the amount of money invested in the company required to fund operations, by its stakeholders 

and other parties. (Koller et al., 2010). An expanded version of the balance sheet relationship is: 

Operating Assets = Operating Liabilities + Debt + Equity 

After moving operating liabilities to the left side of the equation leads to invested capital: 

  

Operating Assets − Operating Liabilities = Invested Capital = Debt + Equity 

 

This equation rearranged the balance sheet to reflect more accurately capital used for operations and 

the financing provided by investors to fund those operations 

 

Expanding the original balance sheet equation: Operating Assets + Non-Operating Assets = Operating 

Liabilities + D+DE (Debt and Its Equivalents) + E+EE (Equity and Its Equivalents), 

 

Rearranging leads to total funds invested: (OA – OL) + NOA = Total Funds Invested = Debt and Its 

Equivalents+ Equity and Its Equivalents. Complete table of Balance sheet and Income statement 

reformulation are in Appendix 14 and 15 while reformulation of cash flow is in Appendix 16. 
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4.3.1.2 Operating and Excess Cash 

 

 

Cash on the first line of the balance sheet found in the annual report of Rezidor, are aggregated with 

Cash & Equivalents. It is very important to determine and separate the amount needed for operations 

from financials. In this case, it is used a proxy of 2% of the net sales, if this level exceeds the amount 

needed for operations, the rest is considered in excess and classified as a financing asset.13 Complete 

calculation of Operating and Excess Cash is in Appendix 11. 

 

4.4 Profitability Analysis 

 

 

To forecast a company’s future is important to understand its past (Koller et al., 2010). The profitability 

analysis built on the Du-Pont model, will be carried out in accordance with the Penman-Nissim framework 

for profitability analysis. The Du-Pont model distinguishes between operational and financing activities and 

helps to analyze the factors driving a company’s profitability in detail. 

 

Commonly, profitability analysis focuses on return on equity and return on invested capital because it 

represents the efficiency of a company to turn the invested capital of the shareholders into profit. To get a 

richer view it is often more insightful to separate financing activities from operating and take a separately 

look.  

 

In the next subchapter, an analysis of Rezidor’s ROE and ROIC comparing with its peer group have been 

undertaken. Furthermore, ROIC of the comparable group were analyzed in order to get a wider view 

on performance and drivers. 

 

 

                                                           
13 T. Opler, L. Pinkowitz, R. Stulz, and R. Williamson, “The Determinants and Implications of Corporate Cash Holdings,” 
Journal of Financial Economics 52, no. 1 (1999): 3–46. 
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4.4.1 Return on Equity (ROE) 

Return on Equity (ROE) is the rate of return on the ownership interest of the common stock owners. It 

measures a firm's efficiency at generating profits from every unit of shareholders' equity (also known 

as assets - liabilities) when both operation and financial leverage are taken into account (Petersen & 

Plenborg, 2012). ROE shows how well a company uses investment funds to generate earnings growth.  

The factors affecting a company’s Return on Equity (ROE) can be illustrated with the formula:  

ROE= Net Income / Average Book Value of Equity 

Income streams are registered during the whole year while capital items of the balance sheet are 

registered at the end of the year; averages are a better approximation of a number over the full year. 

In the next figure, we can see the development of the return on equity of Rezidor, Scandic and Pandox.

  

 

Figure 14: Return on Equity Rezidor, Scandic and Pandox 2007-2016 
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Source: Own creation based on Rezidor, Scandic and Pandox Annual Reports 2007-2016 

 

The figure shows a fluctuating trend of Rezidor’s return on equity development. The negative period 

from 2009 to 2012 affected the 10 years average that is 5% for Rezidor, but in 2013, the ROE was 

positive again. Scandic performing a negative ROE development with very low results in 2007 and 2014. 

The best performing was Pandox with ten years average development of 13.3% of ROE, even if the 

highest ROE of 24,3% was recorded by Rezidor in 2007. In 2013 Rezidor experienced the best ROE 

development that was 15,3% before three years of negative results, while in 2014 Pandox’s ROE is 

22,6% and negative for Scandic at -7,8%.  

 

Scandic and Rezidor follow a similar trend with regard to ROE development; finally, in 2015, all the 

peers companies experienced a positive ROE and 2016 was the only year in which all the peers group 

recorded more than 10%. Complete calculation is in Appendix 12. 
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4.4.2 Return on Invested Capital 

 

 

ROIC, measures the company’s ability to create value for the premiums paid for acquisitions, because 

it can be expensive to raise capital, it is important to know what the drivers that are shaping the 

performance are. When reorganizing the income statement in net operating profit less adjusted taxes 

and the balance sheet in financing and operating income to calculate the invested income, Return on 

invested capital measures the ratio of Net Operating Profit Less Adjusted Tax to invested capital. (Koller 

et al., 2010).  The formula is: 

 

ROIC=NOPLAT/Invested Capital 

 

As for the registration of the Average book value of Equity when calculating ROE, when calculating ROIC 

an average of the initial and final value of the Invested Capital have a better representation than the 

single values otherwise the initial capital alone will overestimate the ROIC if, for example, new 

additional income is generated from the acquisition of new assets.  

 

Despite of ROE and Return on Assets (ROA), ROIC focus exclusively on core operations of a firm, thus 

ROIC will be computed including the goodwill to measure total value creation for shareholders. 

Return on Invested Capital, also return on capital (ROC), sizes how well a firm generates cash flow 

relative to the capital invested in its activity. The reason why book values of debt and equity are used 

is that the book values denotes the capital the firm received when receiving the equity investments or 

issuing the debt. 

There are four key components to this definition. First, the use of operating income instead of net 

income in the numerator. Second, the tax adjustment to this operating income, calculated as a 

theoretical tax based on an effective or marginal tax rate. The third is the use of book values for invested 

capital, rather than market values. The last is the timing difference as said at the beginning of the 
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subchapter; the capital invested is from the end of the prior year whereas the operating income is the 

current year’s number. 

A company that makes higher returns on investment than its costs the company to raise the capital 

needed for that deal is getting excess returns. Mixing operating performance with capital structure, 

Return on Equity have a different trend for all the companies in the peers group compared to ROIC.  

A company that expects to continue to generate positive excess returns on new investments in the 

future will see its value increase as growth increases, whereas a firm that nets return that do not 

correspond to its cost of capital will ruin value as it grows. 

Figure 15: ROIC development of Rezidor, Scandic and Pandox 2007-2013 

Source: Own creation from Rezidor, Scandic and Pandox Annual reports 2007-2016 

 

Return on invested capital for Rezidor is negative from 2008 to 2012 but averaged 2,48% from 2007 to 

2016. In 2007 was the best result for the group that achived a return on invested capital of 20,25%. 

From 2008 to 2015 ROE has risen from -12% to 15% while Pandox and Scandic has kept trending around 

10,65%

15,06%

7,52%

13,53%

-8,82%

-6,10%

-0,91%

-14,24%
-12,16%

20,25%

2,48%

-20,00%

-15,00%

-10,00%

-5,00%

0,00%

5,00%

10,00%

15,00%

20,00%

25,00%

2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 Average

ROIC development of Rezidor, Scandic and Pandox 2007-2013

Rezidor Group AB Scandic AB Pandox AB



60 
 

their average demostrating a less variable pattern. Pandox averaged 6,7% while Scandic’s ROIC was 

4,7%. 

Return on invested capital measures how well a company generates cash flow relative to the capital it 

has invested in its business. It is also called Return on Capital (ROC). Rezidor Hotel Group 

AB's annualized return on invested capital (ROIC) for the 2016 was 15.70%. Complete calculation can 

be found in Appendix 13. 

As of today (15 of March), Rezidor Hotel Group AB's weighted average cost of capital is 9.77%. Rezidor 

Hotel Group AB's return on invested capital is 11.35% (calculated using TTM income statement data).  

 

4.5 Growth Analysis 

 

 

To value a company, it is fundamental to analyze the historical growth, especially because it is an 

important analyzing tool used for forecasting future revenues and growth. In this subchapter, Rezidor’s 

historical growth will be tested. Focus is on the group’s total operating revenue, Rezidor’s growth 

divided by business area and geographical market, throughout 2007-2016. This growth analysis 

together with the strategic analysis will determine Rezidor’s future growth potential, and lay the 

foundation for the forecast. 

 

4.5.1 Operating revenue development per area of business 

Figure 16: Total revenues from different business area 
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Source: Own creation from Rezidor Annual Reports in MEUR 

 

Rezidor’s main business area, where revenue is higher, is the Rooms segment. The other business area, 

Food and Drink revenue, Other Hotel revenue, Fee Revenue and Other revenue are contributing in a 

smaller fraction of the total revenues of Rezidor. 

 

The Compound Annual Growth Rate (CAGR) in the table below show the revenue segmentation from 

different business areas and Rezidor’s dependence on the Rooms segment. Complete calculations are 

in Appendix 1 

 

Table 8: Rezidor’s revenue development for business area and CAGR  

Segment: 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 CAGR   

Rooms  541,538 560,354 524,68 506,08 517,646 492,052 442,86 374,78 439,47 439,092 2,11% 

F&D  247,245 262,327 255,41 248,72 258,425 241,474 218,17 197,42 230,61 231,866 0,64% 

Other hotel r. 26,522 28,45 31,044 30,306 24,047 23,598 21,887 19,686 20,748 21,801 1,98% 

Fee revenue 121,682 126,238 110,408 118,84 107,071 91,794 88,31 71,472 83,235 78,464 4,44% 

Other revenue 24,189 19,646 15,759 15,535 16,479 15,295 14,486 13,879 10,759 14,017 8,43% 

Total revenue 961,176 997,015 937,301 919,48 923,668 864,213 785,72 677,24 784,82 785,24 2,04% 
Source: Own creation in Thousands Euro with data from Rezidor’s Annual Report 2007-2016 in MEUR 
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From the table above we can see a correlation between the total revenue and the Rooms revenue 

steam. The other segments, not directly related to the hotel revenue, are Fee Revenue are Other 

revenue; this are contributing to a small amount of revenue compared with the hotel revenue (Rooms, 

F&D and Other hotel revenue). The division is made by the group and is currently the segmentation 

founded in the note 8 of each Annual Report. In terms of revenue development, 2009 was the lowest 

peak of distribution of revenue. Revenue recovery came only later in 2015, performing the best year. 

Year on year Rezidor Hotel Group AB's revenues fell -3.59% from EUR 997,02million to 961,18 million. 

This along with an increase in selling, general and administrative costs has contributed to a reduction 

in net income from EUR 34,24 million to 26,40 million, a -22.89% decrease. 

 

4.5.2 Geographical and contract type revenue development  

 

 

In this subchapter, Rezidor’s revenue, divided into geographical area and type of contract (if revenues 

are from leased hotel, managerial or franchising contract) to show in which markets Rezidor’s revenue 

is generated.   

 

Revenues are divided into four geographical area (The Nordics, Rest of west Europe, Eastern Europe, 

Middle East, Africa and other) while, as we know from the analysis in Chapter 2, Rezidor has 4 kind of 

affiliation (Leased, Managed, Franchised, Other).  

 

Table 9: Rezidor’s revenue and CAGR in Geographical Areas 

Area 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 CAGR 

Nordics 417,09 441,46 438,63 421,7 427,21 396,06 338,56 295,22 357,33 353,5 1,66% 

Rest of W. Europe 475,07 488,72 437,84 432,19 436,19 420,63 401,31 348,23 388,37 398,01 1,78% 

Eastern Europe 38,337 35,039 33,981 37,841 36,445 30,631 24,518 19,203 25,137 22,365 5,53% 

Middle e. ,Africa  30,677 31,798 26,845 27,747 23,826 16,898 21,327 14,584 13,983 11,373 10,4% 

Total 961,18 997,02 937,3 919,48 923,67 864,21 785,72 677,24 784,82 785,24 2,04% 
Source: Own creation from Rezidor’s Annual reports 2007-2016 in MEUR 

 

We can see from the table above that the Rest of Western Europe and the Nordics Segments are 

providing most of the revenue.  
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4.6 Free Cash Flow analysis 

 

This section will analyze Rezidor’s Free Cash Flow to Firm and its developments throughout the period 2007-

2016. The Free Cash Flow to Firm determines the cash flows generated from a company’s operations, 

excluding the non-operating cash flows related to the company’s capital structure. FCFF is cash flows that, 

without having to raise capital or sell non-operating assets, Rezidor can use for investments and payout to 

investors. Finally, FCFF indicates a firm’s ability to repay its current debt and equity holders. (Koller et al., 

2010) 

 

Free Cash Flow, that it is not subject to estimates of Depreciation, Depletion and Amortization (DDA), 

it is considered one of the most important parameters to measure a firm’s earnings power by value 

investors. However, when looking at the Free Cash Flow, it is important look from a long term 

perspective, because any year’s Free Cash Flow can be drastically affected by the spending on Property, 

Plant, & Equipment (PPE) of the business in that year. Over the long term, Free Cash Flow should give 

a good picture on the real earnings power of the company. 

 

Table 10: Rezidor’s Free Cash Flow to Firm from 2007-2016 

MEUR 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 Average 

Gross Cash Flow 253,5 311,94 274,56 292,3 272,43 240,02 200,97 151,3 249,84 258,3 250,508 

   Free Cash Flow 152,3 228,91 199,19 222,4 205,21 178,63 194,83 115,43 203,56 227,4 192,784 
Source: Own creation from Rezidor’s Annual Report 2007-2016 in MEUR 

 

From the table above, excluding 2009 the outlier, Rezidor’s Gross Cash Flow (GSF) has been stable and 

close to 10-years average, EUR 250,5 Million. As the GSF, free cash flow has been following a stable 

trend excepting for the outlier in 2009. After the global downturn of 2009, the improvement 

In 2010 was coming from better performance by operations and an exceptionally favorable change in 

working capital. (Rezidor, Annual Report 2010) The improvement comes from a substantial increase in 

accruals for variable salaries and variable rent due to improved performance and in operating liabilities 

in the newly leased hotels opened during the year. 
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5. Forecast 

 

Any analysis can be accurate only if the forecast that relies on is accurate. Forecasting a firm’s 

performance is the last step before conducting a strong valuation. In this chapter, Rezidor’s 

performance forecast will be take in consideration together with strategic and financial analysis. It is 

important to consider all the key drivers that are shaping Rezidor’s performance to reduce the errors 

that could arise when conducting a valuation. 

This chapter is divided into five subchapters: Period of the forecast, forecasting the Income statement, 

forecasting the Balance Sheet, Forecasting the Return on Invested Capital and the free cash flow 

forecast (FCFF) as the enterprise discounted cash flow (DCF) valuation model relies on forecasted free 

cash flow. 

In general, the predictions are in line with the GDP growth rate deriving with a number slightly higher 

than the average GDP growth in the period 2017-2026. 

 

5.1 Forecast Period 

 

Before starting the forecast of individual line items, it is necessary to decide how many years and how 

detailed the forecast should be.  According to Koller et al, (2010) it should be a period of ten years of 

explicit forecast splitted in two periods including a detailed five years completing as much as possible 

balance sheet and income statement with real variables and a simplified forecast for the remaining 

years.  

 

The total number of the forecasting period is ten years, at the end it is included the estimation of the 

terminal value. Extra emphasis was given when forecasting revenues per business area. In order to 

strengthen the results, the period of ten year is splitted in two group of five years including the detailed 
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forecast of every line of single items of the balance sheets and income statement of Rezidor from 2017 

to 2021 and the remaining five years will focus on Rezidor revenue growth rate. Rezidor’s revenue 

growth correlate to long-term inflation targets. 

 

5.2 Forecast of the income statement.  

 

 

Revenue is the forecast driver of the most common line of the income statement. 

In the next subchapters will be forecasted revenues, cost of sales, tax rate, NOPLAT; this items will be 

further analyzed and forecasted.   

 

 

5.2.1 Revenue forecast 

 

 

A part from few lines, most of those used in the spreadsheet for calculation are directly or indirectly 

relate to revenue. Because of this relation, revenue per business area will be calculated with extra 

emphasis.  

  

During 2007-2016, average reported growth rate of revenue per available room (RevPAR) was 1% while 

during the last five years from 2012 to 2016 the average was 3%. The difference is mainly due the 

general economic crisis in 2009. 

 

According to United Nations World Tourism Organization (UNWTO) Tourism Towards 2030, the number 

of international tourist arrivals worldwide is expected to increase by an average of 3.3% a year over the 

period 2010 to 2030. Over time, the rate of growth will gradually slow, from 3.8% at the beginning of 

the period to 2.9% in 2030, but this is on top of growing base numbers. In the forecast, the growth rates  
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5.2.1.1 Forecast of Revenue per Geographic Areas 

Complete forecast can be found Appendix.22  

 

Table 11: Revenue Forecast per Geographic Area 2017-2026 

 

Revenue per Area 
2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 

Terminal 
Value 

Nordics 426,3 435,6 445,2 451,5 457,8 464,2 470,7 477,3 484,0 490,7 497,6 

Rest of Western 
Europe 487,9 501,1 514,6 523,9 533,3 542,9 552,7 562,6 572,7 583,0 593,5 

Eastern Europe 39,8 41,2 42,8 43,8 44,9 46,0 47,2 48,4 49,6 50,8 52,1 

Middle East, Africa and 
Other 32,3 34,0 35,8 37,4 39,0 40,6 42,4 44,6 46,6 48,6 50,6 

Total Revenue 986,2 1012 1038 1056 1075 1093 1112 1132 1152 1173 1193,9 
Source: Own creation from Rezidor’s Annual Report and forecast assumption in MEUR 

Rest of Western Europe  

5.2.2 ROIC and FCFF Development and forecast 2008-Terminal value 

 

Figure 17: ROIC development and forecast 2008-Terminal Value 

 

Source: Own creation from Rezidor’s Annual Report and forecast assumption  

Figure 18: FCFF development and forecast 2008-Terminal Value 
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Source: Own creation from Rezidor’s Annual Report and forecast assumption in MEUR  

Complete calculation is in Appendix 23 

 

6. Valuation 

 

6.1 Valuation models 

 

 

After a thorough analysis of Rezidor’s strategic and financial performance, in order to estimate the fair 

value of Rezidor Hotel Group AB as of 15th of March, the valuation models used are the discounted cash 

flow (DCF) model as well as the Economic Value Added model (EVA®) 

 

6.1.1 Discounted Cash flow  

 

 

To value a company through the discounted free cash flow (DFC) model first thing to do is to discount 

the forecasted free cash flow with the weighted average cost of capital (WACC). The WACC includes the 

opportunity costs of all investors (debt and equity are averaged together) who are expecting a 

compensation for the risk they are taking.  When discounting the future cash flow of Rezidor, the 

enterprise value will includes the Present Value or terminal value in Chapter 5.  
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The formula used to compute the Enterprise Value is: 
 
𝐸𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 𝑉𝑎𝑙𝑢𝑒= Σ 𝐹𝐶𝐹𝐹𝑡/ (1+𝑊𝐴𝐶𝐶) + 𝑃𝑉 𝑜𝑓 𝐶𝑜𝑛𝑡𝑖𝑛𝑢𝑖𝑛𝑔 𝑉𝑎𝑙𝑢𝑒  
 
Where: 

 𝑃𝑉 𝑜𝑓 𝐶𝑜𝑛𝑡𝑖𝑛𝑢𝑖𝑔 𝑉𝑎𝑙𝑢𝑒= 1/ (1+𝑊𝐴𝐶𝐶) 𝑡+1 * 𝐹𝐶𝐹𝐹𝑡+1/ (𝑊𝐴𝐶𝐶−𝑔) 

Both free cash flow and terminal value are discounted back to present value. Summing the values, the 

result reflect the going business value (Koller et al., 2010) 

 

6.1.2 Economic Value Added  

 

 

According to Stern Stewart & Co Economic Value Added® is a measure of economic profit performance. 

Economic Value Added is calculated as the difference between the Net Operating Profit Less Adjusted 

Tax (NOPLAT) and the opportunity cost of invested Capital. This opportunity cost is concluded by 

multiplying the Weighted Average Cost of debt and equity Capital (WACC) and the amount of Capital 

employed. The formula for Economic Value Added® is EVA = NOPLAT - WACC*Invested Capital14 

 

6.2 Weighted Average Cost of Capital 

 

The weighted average cost of capital (WACC) is the price that a company expects to pay on average to 

all its security holders to fund its assets. The WACC commonly refers to as the firm's cost of capital.  

Company's assets are financed by debt and equity. WACC is the average of the costs of these sources 

of financing, each of which is weighted by its respective use in the given situation. By choosing a 

weighted average cost of the capital, we can see how much interest the firm has to pay for every coin 

it finances. (Investopedia, 2017) 

Because it costs money to raise capital. A firm that generates higher returns on investment than it does 

costs the company to raise the capital needed for that investment is earning excess returns. A company 

                                                           
14 http://www.eva.com/ 
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that expects to continue receiving excess returns on new investments in the future will see its value 

surge as growth increases, whereas a firm that earns returns that do not match up to its cost of capital 

will destroy value as it grows.  

It means that Rezidor Hotel Group AB generates higher returns on investment than it costs the company 

to raise the capital needed for that investment. A firm that expects to continue generating positive 

excess returns on new investments in the future will see its value increase as growth increases. The 

formula to calculate WACC is: 

WACC = D/V * kd (1 − Tm) + E/V *ke 

 

Where: 

D/V =is the target level of debt to enterprise value using market-based (not book) values 

E/V =target level of equity to enterprise value using market-based values 

kd =cost of debt 

ke =cost of equity 

Tm =company’s marginal income tax rate 

There are three main components in the formula: The cost of equity, the cost of debt and the capital 

structure. (Koller et al., 2010) 

 

6.2.1 Cost of equity 

 

 

The cost of equity is determined by three factors: the risk free rate, the market risk premium and a 

risk adjustment that reflect the company’s riskiness relative to the average company. 

 

To calculate the cost of equity the Capital Asset Pricing Model (CAPM) will be used. The CAPM is a 

model that describes the relationship between risk and expected return on an investment based on 

its beta with their market portfolio. (Berk et al, 2015, p.411) 
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The general idea behind the CAPM is that investors needs to be compensated from both the time 

value of money and the risk. The risk-free rate is the time value of money while the rest of the 

formula is calculates the amount of compensation for the investors. According to Berk Et al, 2012, p. 

366 the CAPM formula is: 

 

rCAPM=rf +β (rm-rf) 

Where: 

 

rf is the risk-free rate 

β is the systematic risk of the investment 

rm is the market risk premium 

 

6.2.1.1 The Risk-free rate 

 

To estimate the risk-free rate it will be used government bonds that are considered default-free. As 

governments bonds have diverse maturities, a correct time interval has to be measured for the bonds 

used. According to Koller et al. (2010), the cash flows need to be discounted with government bond 

with the same maturity as the predicted cash flows. We will discount cash flows for 10 years, thus a 

10-year government bond will be used as Rezidor’s risk-free rate. On 15 March 2017, the Swedish 10-

year government bond was 0,76% (Riskbank .se, 2016)15. It can be argued that the low rate did not 

represent a good pattern for the future interest rate level. To overcome this, a 10-year average yield 

of a Swedish bond is used as risk-free rate. This rate on 15 March 2017 was 2,28% that can lead to a 

stronger estimation of the future interest rate. 

 

 

 

 

                                                           
15 http://www.riksbank.se/en/Interest-and-exchange-rates/search-interest-rates-exchange-rates/?g7-
SEGVB10YC=on&from=2007-03-12&to=2017-03-15&f=Day&cAverage=Average&s=Comma#search 
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6.2.1.3 Market Risk Premium 

 

 

The market risk premium is the difference between the market’s expected return and the risk-free 

rate. On 15 March 2017, the historical returns of OMX Stockholm index over a 29-year period 

averaged 8%. The market risk premium is calculated as follow: market return less – the risk free rate 

calculated earlier.16   

 

6.2.1.4 Beta 

 

 

To what extent to Beta, it measures how well the market correlate with a company stock trend, 

measuring an asset's risk in relation to the market.  A beta of one indicate that the stock’s sensitivity 

equals the market sensitivity. A high beta indicates a high systematic risk for the stock and large 

potential volatility in relation to the market index (Koller et al., 2010). 

 

There are different approaches if using a 1-year beta, a 5-year beta or a 10-year beta. According to 

Koller et al. (2010), the 5-year beta provide the most reliable beta estimation. The formula to 

calculate beta is: 

𝐵𝑒𝑡𝑎 = 𝐶𝑜𝑣 (𝑟𝑖 , 𝑟𝑚)/ 𝑉𝑎𝑟 (𝑟𝑚) 

 

Where the Covariance between the return of a security and the return of the market is divided by the 

variance of the market return.  Using Koller et al. (2010) recommendation for the calculation of a 

monthly 5-Year beta results in 1,33 

Using the three value calculated the  rCAPM=rf +β(rm-rf) is equal to ke=0,0228+1,33(0,08-0,0228)= 

0,0228+0,076= 9,88% 

 

6.2.2 Cost of debt 

                                                           
16 Market return (8%) less risk free rate (2,28%)= Market premium (5,72%) 

http://www.nasdaq.com/investing/glossary/a/asset
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In order to compute the after tax cost of debt, all long-term Rezidor’s bond will be used. Long-term 

debt totaled EUR 8,42 million. 

Table 12: Rezidor’s after tax cost of debt calculation 

 

Loan From Counterpart Value in Euro Interest Rate Weight Cost of Debt 

Rezidor Hotels ApS Denmark Polar Bek Daugave Ltd. Riga  1,82 10,08% 0,22 2,2% 

Rezidor Hotels ApS Denmark Afrinord Hotel Investment 0,33 6,10% 0,04 0,2% 

Rezidor Hotels ApS Denmark Afrinord Hotel Investment 0,68 8,50% 0,08 0,7% 

Rezidor Hotels ApS Denmark Afrinord Hotel Investment 1,68 3,50% 0,20 0,7% 

Rezidor Hotels ApS Denmark Afrinord Hotel Investment 1,01 8,00% 0,12 1,0% 

Rezidor Hotels ApS Denmark Afrinord Hotel Investment 0,56 7,00% 0,07 0,5% 

Rezidor Hotels ApS Denmark Sia (Ltd) D.N.H. 1,50 4,50% 0,18 0,8% 

Rezidor Hotels ApS Denmark Prigan D.O.O Beograd 0,40 1,00% 0,05 0,0% 

Rezidor Hotels ApS Egypt Al Quseir Hotel Company 0,43 4,00% 0,05 0,2% 

   Total 8,42     6,3% 

        Tax Rate 26,0% 

      After Tax cost of debt 4,4% 
Source: Own creation from Rezidor Annual Report 2016 and Sveriges Riksbank 

 

 

6.2.3 Capital Structure 

 

Starting from the equity, on 15 March 2016 Rezidor’s stock price was EUR 3,55 and the reported 

number of outstanding shares was 170,808498. The total value of equity was EUR 589,28 million. To 

what extent Debt, Koller et al, (2010) the proxy of for the market value of a company’s debt should be 

the book value of debt that is EUR 6,25 million. Therefore, the weight of debt (D/V) equals 

(6,25)/(589,28+6,26)= 0,0106 and the weight of equity (E/V) is (589,28)/(589,28+6,26)=0,9894 

 

6.2.4 WACC Calculation 

 

Using the results, the final calculation of Rezidor’s weighted cost of capital is   

WACC = D/V * kd (1 − Tm) + E/V *ke = 

0,1012354=0,0106*0,0444(1-0,26)+0,9894*0,0988=0,003482736+0,09775272=0,101235=10,12% 

=0,003482736+0,09775272=10,12% 

6.3 Discounted Cash Flow Valuation 
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The value per share of Rezidor of the 15 of March 2017 was EUR 3,512  

Table 13: Discounted Cash Flow Forecast 

 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E Terminal 

FCFF 48,00 52,00 56,00 48,00 50,00 52,00 54,00 54,00 58,00 60,00 65,00 

WACC 0,1012 0,101 0,101 0,101 0,101 0,101 0,101 0,101 0,101 0,101 0,101 

Discount factor 0,946 0,834 0,734 0,647 0,570 0,502 0,440 0,390 0,340 0,300 0,300 

Present Value of FCF 45,40 43,36 41,10 31,06 28,50 26,10 23,76 21,06 19,72 18,00 19,50 

Sum of PV FCFF 317,56                     

Midyear adjustment 
factor  1,0653               factor = [1+(WACC/2)] 

Value of operations 338,2967               g= 0,02   

Enterprise Value 608,4                     

Debt Value 8,420                     

Minority interest  0,0                     

Equity value 599,9                     

Number of shares out 170,8085                     

Value per share 3,5121                     

Source: Own creation from Rezidor Annual Reports and forecasted assumptions 

 

 

6.4 Economic Value Added Valuation 

 

 

Table 14: Economic Value Added Forecast 

 2016 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E Terminal  

NOPLAT 4,0 89,8 104,0 114,4 116,1 115,6 115,1 114,6 114,4 113,8 113,2 113,4 

 Invested Capital 366,1 349,1 360,4 371,8 425,5 439,8 452,2 464,8 477,7 490,8 504,1 517,7 

WACC 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 

Cost of Capital   37,1 35,3 36,5 37,6 43,1 44,5 45,8 47,0 48,3 49,7 51,0 

EVA   52,7 68,7 77,9 78,5 72,6 70,6 68,8 67,4 65,5 63,5 62,4 

Duration   0,8 1,8 2,7 3,8 4,8 6,8 7,8 8,8 9,8 10,8   

Discount Factor   0,9 0,8 0,7 0,6 0,6 0,5 0,4 0,4 0,3 0,3   

Present Value of EVA   49,9 57,3 57,2 50,8 41,4 35,5 30,3 26,3 22,3 19,1   

Total PV of EVA   389,9                     

Terminal Value of 

EVA   922,2                     
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PV of terminal EVA   276,7                     

PV of IC   1566,0                     

Adjustment factor    1,0653                     

Enterprise Value   608,4                     

Debt Value   8,4                     

Equity value   599,9                     

Number of shares    170,81                     

Value per share   3,5121                     

Source: Own creation from Rezidor Annual Reports and forecasted assumptions 

 

6.5 Sensitivity analysis 

 

 

Any deterioration in the general market conditions normally has a negative impact on RevPAR. Since 

RevPAR is a function of average room rate and occupancy, a decline in RevPAR results from either a 

decrease in room rate or occupancy, or a combination of both. If RevPAR decreases because of a 

decrease in room rate, there are fewer opportunities to save operational costs, as the hotel will still 

have to serve the same level of occupancy. On the other hand, if RevPAR declines because of lower 

occupancy, the company is able to adjust its cost structure more effectively through variable cost 

savings. A decrease in RevPAR has a bigger impact on leased hotels as Rezidor receives full revenues 

and is responsible for the full costs for those hotels. In comparison, a decrease in RevPAR has a more 

limited impact on income from managed hotels as the fee revenue is defined as a percentage of hotel 

revenue and operating profit.  

 

The impact of a decrease in RevPAR on the franchised hotels is even more limited as royalty fees are 

based on a percentage of room revenue and are not linked to the result of those hotels. With the 

current business model and portfolio mix, Rezidor estimates that a EUR 1 RevPAR variation would 

result in a 6–8 MEUR change in EBITDA.  

 

Future cash flow projections related to leases or management contracts with performance guarantees 

are sensitive to changes in discount rates, occupancy and room rate assumptions. Changes in such 
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assumptions may lead to a renewed assessment of the value of certain assets and the risk for loss-

making contracts. (Rezidor, Annual Report 2016) 

 

6.6 Multiples analysis 

 

The companies used as benchmark to Rezidor will be Scandic Hotel Group and Pandox AB. The 

multiple used in the subchapter are EV/Net revenue, EV/EBIT, EV/EBITDA and P/E and are compared 

using Thomson Reuter data.  

 

 

6.6.1 P/E 

 

The P/E ratio represent the number of years it takes for the company to earn back the price you pay for 

the stock.  

In real business, earnings are unlikely to stay constant. If a company can grow its earnings, it takes fewer 

years for the company to earn back the price paid for the stock. If a company’s earnings is declining it 

takes more years. From the shareholder point of view, he wants the company to earn back the price 

paid as soon as possible.  

Therefore, lower-P/E stocks are more attractive than higher P/E stocks so long as the P/E ratio is 

positive. Also for stocks with the same P/E ratio, the one with faster growth business is more attractive. 

If a company loses money, the P/E ratio becomes meaningless. 

The P/E ratio can be applied to the stocks across different industries. That is why it is the one of the 

most important and widely used indicators for the valuation of stocks. Similar to the Price/Sales ratio 

and Price/Cash Flow or Price/Free Cash Flow, the P/E ratio measures the valuation based on the earning 

power of the company.  
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As of today (15 of March), Rezidor Hotel Group AB's share price is EUR 3.4831. Rezidor Hotel Group 

AB's diluted earnings per share for the trailing twelve months (TTM) ended in Sep. 2016 was EUR 

0.1283. Therefore, Rezidor Hotel Group AB's P/E ratio for today is 26.30. 

During the past 10 years, Rezidor Hotel Group AB's highest P/E Ratio was 209.49. The lowest was 15.27 

and the median was 30.76. 

Figure 19: P/E Forecast of Rezidor Scandic and Pandox 2016-2018 

 

Source: Own Creation from Thomson Reuter Forecast data 2016-2019 

 

6.6.2 EV/EBIT  

 

EV/EBIT ratio calculated as enterprise value divided by its Earnings before Interest and Taxes (EBIT). 

This is a more accurate valuation of companies' operation because it consider the debt and cash on its 

balance sheet, and non-operating items such as interest payment, tax, and one-time items are not 

included in the Operating Income. 
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6.6.3 EV/EBITDA 

 

EV/EBITDA (Enterprise value/EBITDA) is a valuation multiple used in finance and investment to measure 

the value of a company. This important multiple is often used in conjunction with, or as an alternative 

to, the P/E Ratio to determine the fair market value of a company. 

EV/EBITDA ratio calculated as enterprise value divided by its EBITDA. As of today (15 of March), 

During the past 10 years, the highest EV/EBITDA Ratio of Rezidor Hotel Group AB was 84.80. 

The lowest was -81.40 and the median was 10.90. 

Figure 20: EV/EBITDA Current and Expected of Rezidor Scandic and Pandox 2016-2018 

 

 

Source: Own creation from Thompson Reuter Data (2017) 
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7. Thesis Conclusion  

 

When analyzing the hotel industry, it has become clear that large multinational, due to size and 

reputation are dominating the market, no matter of Airbnb or new technological factor. Rezidor’s 

expansion strategy played a crucial role when conducting the valuation.  

The research question to answer was “What is the fair value per share of Rezidor Hotel Group AB, on 

15th March 2017?” To answer this question, several sub-question have been posed. Rezidor operates 

in three quarters of the world and have revenues from different activities such as Room, Food and 

Drinks, Fees exposing the company to opportunities and threats. 

The political state is currently stable, when looking at Rezidor's largest home markets, the Nordics and 

Western Europe. This, together with the GDP growth expectations, will be considered when forecasting 

future revenues. When addressing the economic factors, GDP growth decreased during the economic 

crisis for all home markets.  

However, the markets have realized relatively stable growth rates and expected to grow further in the 

future. The lodging industry’s contribution to GDP has seen an increase during the last three years, 

making Rezidor's geographical positioning favorable for the coming years. This is applicable to the 

majority of Rezidor's home markets. Current interest rates are low comparing with the markets 

historical rates.  Interest rates now are at a low level in the Nordics and in the majority of the other 

European markets, making future expansions and business opportunities accessible through low 

interest loans.  

The expected increase in interest rates will be relevant as the markets are still recovering from the 

financial crisis of 2009. Thus, the current state of the home markets will help Rezidor boost their future 

growth and expansion. The realized inflation varies in Rezidor’s home markets.  

Rezidor’s revenues in Middle East, Africa and Other and Eastern Europe segment represent a minor 

share of the Group’s revenue, further strengthening an overall stability.  
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Technological innovations can turn a business around and in nowadays fast-paced environment, market 

leaders need to adapt to innovation to keep their leading position in the Scandinavian market as well 

as in the rest of the operating countries. 

The strategic analysis has shown how Rezidor have diversified its revenues among geographical and 

business areas. Terrorism and disrupting competitors such as Airbnb pose a real threat to those 

sensitive tourist areas where Rezidor is dependent on. After the economic crisis of 2009 revenues 

recovered growth outlook, stabilizing in Rezidor’s home market. Rezidor strong brand portfolio, market 

position and financial performances should reassure stable growth. Rezidor could benefit from its 

recent strategic growth initiatives. In general, Rezidor’s RevPAR growth rates exceeded the growth 

rates for the market, in all geographic segments. 

Big chains hotels as Rezidor have more deal of power when bargaining with suppliers and customers. 

Even if consumers are gaining a little power having access to more information online, they do not have 

a large scope to negotiate on room prices directly but only finding the lower price available online and 

big hotels can easily find other suppliers or more easily creating an online website for bookings. 

Moreover, the difficulty of entering the market for smaller companies means that the main companies 

in the top-heavy industry will continue to grow. 

 

Through a systematic approach, Rezidor's financial condition was reorganized through a deep financial 

analysis of Rezidor's historical and current performance. After 2009, the revenues have grown 

throughout the years analyzed, where Rezidor have recovered well from the financial crisis. 

The valuation of Rezidor Group AB has been executed using the results and data acquired from strategic 

and financial analysis as well as the forecast, conducting as methodology for valuation, the Discounted 

Cash Flow and the Economic Value Added. 

 

The weighted average cost of capital was calculated by weighting the cost of debt (4,44%) and the cost 

of equity (9,88%) with the capital structure. The WACC resulted 10,12%. The WACC has been used as 

discount factor when calculating the DCF and EVA. 
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Essential ratios such as ROE and ROIC, P/E, EV/EBIT, EV/EBITDA have been benchmarked against 

Rezidor's main competitors, Scandic and Pandox, where Rezidor has not over-performed its 

competitors. A breakdown of Rezidor's business segments and geographical presence revealed a 

stable growth of revenue streams, allocated to the most promising markets of Rezidor, the Nordics 

and Western Europe, within the Room segment.  Rezidor's future was forecasted based on the 

findings from the strategic and financial analysis, allocating the revenues growth rate to each 

geographical area to generate a dependable predictor of Rezidor’s growth. 

 

Using the Discounted Cash Flow and Economic Value Added valuation models, the value per share 

was set to EUR 3,512. Rezidor’s share price on 15th March was traded for EUR 3,55. The result was 

further tested and benchmarked through multiples comparison, concluding that the valuation of 

Rezidor Group AB was well executed. The thesis fair value of Rezidor on 15 March, of EUR 3,512 

compared to market share of EUR 3,55 indicates that the company is slightly overvalued by 1%. From 

the results, the market has been able to appreciate Rezidor for its high growth potential. The thesis 

recommendation for Rezidor’s share is set to sell. 
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