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M&A MARKET OVERVIEW
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Companies are currently employing various methods to
grow revenue and strategically expand their operations,
specifically organic expansion, inorganic expansion, and
external expansion. Organic expansion involves offering
new products or services, enhancing the sales team, and
extending operational areas. External expansion includes
appointing distributors, franchising, licensing, or forming
joint ventures. Meanwhile, mergers and acquisitions
(M&A) are part of inorganic expansion strategies,
creating a single business entity by merging two separate
companies or integrating one company into the acquiring
firm. Among these methods, some companies consider
M&A the most crucial strategy for entering new markets,
strengthening  competitive  capabilities, enhancing
customer relationships, building brand loyalty, achieving

higher development levels, or maintaining survival.

The total global value of M&A transactions increased
significantly by nearly 78% between 2009 and 2019,
reaching USD 3.9 trillion across various industries, from
technology to hospitality. From 2019 to 2024, global

M&A activities experienced significant fluctuations.
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In 2024, the total value of global M&A transactions
reached USD 3.45 trillion, a 15% increase from the
previous year. Experts predict that, thanks to favourable
economic policies and a positive business environment,
the global M&A value could surpass USD 4 trillion in
2025, marking the highest level in four years.

According to JLU's Q3/2024 Global Hotel Investment
Trends Report, the total value of hotel transactions
reached USD 42.1 billion during this period, reflecting
a 13.6% increase compared to the same period the
previous year. This growth was driven by several large
deals and a robust market foundation, demonstrating
strong investor interest in the industry.

By region, the Asia-Pacific region is projected to record
a total hotel investment of USD 12.2 billion in 2024,
a 4.3% increase from 2023. This growth is fuelled by
favourable economic conditions and a strong recovery in
tourism in key markets.
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Indeed, international hotel companies tend to
expand through M&A. Examples include Marrioft
International’s
& Resorts Worldwide, Accor SA’s acquisition of
Movenpick Hotels & Resorts, and Six Senses Hotels
& Resorts merging into Intercontinental Hotels
Group. The number of M&A deals in the global
hotel industry rose from just three transactions in
20141021in 2019, indicating a continuous upward
trend. In August 2020, amid the global economic
downturn caused by the COVID-19 pandemic,
news of a potential deal between Intercontinental
Hotels Group and Accor SA immediately boosted
the stock prices of these companies by 0.35% and
1.9%, respectively. If the deal had been completed,
it could have created an alliance with 1.6 million
rooms—approximately 200,000 more than Marriott
International at that time.

acquisition of Starwood Hotels

There are various ways to classify types and
motivations for M&A activities, but they are commonly
divided into four main categories: vertical M&A,
horizontal M&A, conglomerate M&A, and cross-
border M&A. Vertical M&A occurs between two
companies in the same industry but at different stages
of production. Horizontal M&A happens between
two companies in the same industry and at the same
stage of production. Conglomerate M&A involves
two companies from different industries. Cross-
border M&A takes place between two companies
headquartered in different countries. Since M&A
transactions occur across various industries and
scales worldwide, their motivations are explained
through multiple theories, the most common being
synergy theory, agency theory, market power theory,
and diversification theory.
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Synergy theory suggests that M&A enhances the total
value of the combined company beyond the sum of
the individual companies’ values. For example, in
2000, the merger between America Online (AOL)
and Time Warner was expected to create a media
conglomerate with a market capitalization of $350
billion, combining $164 billion from AOL and $83
billion from Time Warner. However, this historic
vertical merger between online and offline platforms,
aimed at capitalizing on the digital revolution,
quickly turned into a disaster. The dot-com bubble
burst and unforeseen cultural conflicts led to massive
layoffs, reducing the combined company’s total
value from $226 billion to just $20 billion by 2002.
Eventually, the companies split in 2009. This case
highlights that while vertical M&A offers benefits
such as economies of scale, economies of scope,
tax advantages, and internal capital allocation, risks
can severely harm shareholder value and employee
interests.
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Agency theory suggests that M&A occurs to resolve
conflicts of interest between shareholders and
management. For example, in 1999, American
Home Products and Warner-Lambert announced a
merger, but Pfizerimmediately sued Warner-Lambert,
initiating one of the largest hostile takeovers in
U.S. history. Warner-Lambert tried to convince
shareholders that merging with American Home
Products would create more value, but ultimately, it
was forced to merge with Pfizer to retain ownership
of its blockbuster cholesterol drug that Pfizer
was co-marketing. By 2020, Pfizer's acquisition
of Warner-Lambert for $90 billion significantly
boosted the stock prices of all three companies,
creating the world’s second-largest pharmaceutical
company, serving millions of patients. Pfizer ended
up paying 40% more than American Home Products’
initial offer, American Home Products received
a record $1.8 billion breakup fee, and Warner-
Lambert had to use 90% of its available cash to
cover compensation. This case illustrates that not
all vertical M&A deals begin peacefully, but some
result in larger enterprises that maximize value for
shareholders and consumers.

Market power theory suggests that companies
pursue M&A to increase market share. For example,
in April 2005, the largest gaming industry merger
in history occurred when MGM Mirage acquired
Mandalay Resort Group, eliminating a major global
gambling competitor and creating a company that
controlled 40% of slot machines in Las Vegas. Just
months later, in June 2005, Harrah’s Entertainment
became the world’s largest gambling corporation
by acquiring Caesars Entertainment, controlling 56
casinos and 42,000 hotel rooms across 13 U.S.
states and four other countries. This acquisition
reshaped the Las Vegas market, which accounted
for 25% of the total U.S. commercial gaming
revenue at the time. However, due to concerns over
monopolization, some governments have imposed
regulatory restrictions to prevent companies from
For example,
in early 2021, the UK’s competition watchdog
launched an investigation into Uber’s acquisition
of Autocab, fearing that the deal might reduce
competition in the ride-hailing software market and

gaining excessive market power.

negatively impact consumers.
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Diversification theory suggests that companies
merge to reduce business risk, especially when
the acquiring company and the target company
operate in different industries. For example, despite
the COVID-19 pandemic, the financial transaction
industry—which operates some of the world’s most
critical financial markets—saw 24 M&A deals worth
$28 billion in 2019 and 30 deals worth $21 billion
in 2020.

Cross-border M&A theory has attracted academic
and industry attention for decades, particularly
in waves of cross-border M&A in the hospitality
industry, with explanations for their
motivations and impacts. For example, Minor
International, a hospitality group based in Thailand,
acquired NH Hotel Group, headquartered in Spain,
for approximately $226 million to expand its market
share in Europe.

In  conclusion, the

various

behind M&A

motivations

transactions are highly diverse, and the real reasons
behind each deal are not always transparently
disclosed. Since every M&A deal is a unique case
with specific motives, impacts on stakeholders, and
industry-wide consequences, assessing the effects of
M&A among large global corporations remains a
fascinating subject.
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Many hotel companies engage in vertical M&A to
expand into different market segments, acquire
new brands aligned with emerging trends, or
enter new geographical markets. For instance,
Intercontinental Hotels Group acquired Six Senses
Hotels & Resorts to add this renowned luxury resort
brand to its portfolio, enhancing its ability to
compete with rivals that already have an extensive
range of high-end brands across resort destinations
and major cities. Similarly, Hyatt Hotels acquired
Two Roads Hospitality to gain a diverse collection
of lifestyle brands and expand into 23 new markets,
strengthening its offerings in wellness-focused and
lifestyle-oriented services for upscale travellers.
Meanwhile, some companies pursue horizontal
M&A to enhance their market power through
operational and financial synergies. A notable
example is the Marriott International and Starwood
Hotels & Resorts Worldwide merger, which resulted
in a consolidated entity managing and franchising
over 5,500 hotels with 1.1 million rooms worldwide
by 2015. The deal was expected to save at least
$200 million in annual operational costs by the
second-year post-merger.

Several studies suggest that hotel companies can
gain significant advantages from M&A. Specifically:

1. Enhanced brand recognition and overall brand
value through the addition of new brands, leading
to higher stock prices and increased shareholder
value.

2. Expansion of hotel room inventory, including
both operational and under-construction rooms,
helping companies achieve economies of scale and
maximize profits.

3. A broader brand portfolio, enabling hotels to
offer a more diverse range of products and services,
attracting investors with varying budget levels.

4. Increased market share and bargaining power,
allowing companies to influence pricing strategies
and competitive positioning.

5. Strengthening of loyalty programs, reducing
reliance on OTAs and fostering sustainable growth.

Rubix
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6. Leveraging advanced technology to improve
operational efficiency across the entire merged
portfolio.

These benefits allow hotel companies to grow and
ultimately generate value for shareholders.
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Enhancing Brand Recognition

believe that
expanding brand recognition through a multi-brand
portfolio is a key strategy for improving the intangible
competitiveness of hotel groups. This creates value for

Some hospitality industry experts

existing hotel owners while attracting new investors.
In practice, positive brand perception and customer
satisfaction can drive higher revenues due to premium
pricing and better occupancy rates. Additionally,
being part of a large multi-brand chain enables
properties to optimize centralized marketing services,
reduce operational costs, and maximize profitability.
As a result, some hotel owners prefer partnering with
strongly recognized hotel groups to enhance the asset
value of their properties, particularly those operating
under dual-brand models.

On the other hand, some researchers argue that a
multi-brand strategy may negatively impact the overall
brand identity of hotel groups. While an extensive
brand portfolio can cover various market segments
and strengthen customer loyalty, overlapping brands
with similar attributes can confuse customers, weaken
brand differentiation, and complicate centralized
operations. Consequently, some brands may struggle
to distinguish themselves not only from competitors but
also from sister brands within the same hotel group
after a merger.

For example, as of March 2025, Accor SA and Marriott
International own 57 and 36 brands, respectively,
spanning from budget to luxury segments. This has
raised concerns among industry analysts about the
long-term sustainability of such an extensive brand
portfolio, particularly during economic downturns.
In adverse scenarios, hotel groups may eliminate
underperforming brands, forcing hotel owners to
either terminate their contracts or undergo costly
rebranding, leading to significant capital expenditures
and operational disruptions.

Clearly, not all hotel owners or industry experts agree
that a larger brand portfolio automatically adds value
to hotels. The key to success lies in ensuring that each
brand has a distinct identity and compelling story,
positioning it effectively in consumers’ minds while
delivering strong financial returns.

A More Diverse Supply Portfolio

Hotel groups with large room inventories, including
both operational and developing properties, can
achieve better economies of scale, helping hotel
owners meet their financial goals. In practice, major
hotel groups can attract hotel owners by offering a
larger supply of rooms, broader distribution networks,
and stronger geographic presence. This enhances
system capabilities, reduces centralized costs, allows
for more attractive management or franchise fees, and
potentially leads to higher gross profits.

However, properties operating under overlapping
brands in saturated markets may face intense
competition within the same brand category while not
receiving adequate attention from the hotel group’s
regional offices, resulting in poor performance.
Consequently, these hotel owners may seek to cancel
contracts or even sue hotel groups due to financial
losses. For example, during Marriott International’s
acquisition of Starwood Hotels & Resorts in 2016,
the owners of Sheraton Grand Chicago and Westin
Times Square in New York filed lawsuits over concerns
about exclusivity agreements and unfair competition
from overlapping branded hotels in the region.
After completing the merger and becoming the
world’s largest hotel chain by room count, Marriott
International was sued again in 2019 by the owner of
JW Marriott Phuket Resort & Spa due to disappointing
business results.

In reality, some hotel owners may recognize the value
created by large hotel groups operating under multiple
brands, while others may perceive the drawbacks of
large-scale systems and prefer to work with partners
that have a more focused strategy.
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A Richer Product and Service Portfolio

Hotel groups can offer additional products and
services related to newly acquired brands, providing
hotel owners with more choices in building their
business models and achieving investment objectives.
In fact, hotel properties are not only categorized by
segments such as economy, upscale, and luxury but
also by service types such as full-service, limited-
service, and extended-stay hotels, as well as by
location, including urban hotels, beachfront resorts,
and serviced apartments. Based on these criteria,
hotels are a unique real estate asset requiring
varying levels of risk tolerance, investment budgets,
development timelines, management approaches,
and return on investment ratios depending on the
business model. As a result, large hotel groups may
gain a competitive edge in bidding for new projects
due to their diverse product portfolio, which better
aligns with hotel owners’ investment budgets and
profit expectations.

Moreover, to sustain large-scale operations, hotel
groups actively sign new agreements to ensure

revenue growth. Consequently, they may be more
willing to accept flexible contract terms to better

Rubix
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accommodate hotel owners’ needs compared to
competitors. However, M&A trends in the hospitality
industry have led to the elimination of some hotel
groups from the market, reducing competition and
limiting hotel owners’ choices of partners. This may
weaken the negotiating power of property owners
compared to hotel groups.

As of April 2024, the world’s top 10 hotel groups
managed approximately 8.4 million rooms globally.
With the total number of hotel rooms worldwide
estimated at around 17.5 million, these major hotel
groups control nearly 48% of global hotel room
supply. Therefore, concerns about monopolization
in certain markets may be exaggerated. Thus,
concluding that M&A negatively impacts hotel
owners’ bargaining power requires further research.
In conclusion, while the negotiating power of hotel
groups in discussions with hotel owners after M&A
remains unclear, it is evident that a more diverse
hotel portfolio post-merger can present greater
business opportunities for potential investors.
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Increasing Market Share and Bargaining Power

Hotel companies can gain a larger market share
and influence market pricing after M&A deals,
providing better financial benefits to hotel owners
through financial synergies.

In reality, M&A can transform some hotel companies
info market leaders in specific regions, allowing
them to set pricing standards that competitors must
follow, thereby increasing revenue for affiliated
hotels. Additionally, in recent years, hospitality
companies have actively encouraged customers
to book directly through their digital platforms
and mobile apps to reduce reliance on OTAs,
which typically charge commission fees ranging
from 10% to 20%. Thanks to the increased power
gained through M&A, merged hotel companies
can negotiate better terms with third parties like
OTAs, reducing commission costs and ultimately
lowering centralized booking expenses for hotel
owners. Indeed, the larger the market share a hotel
company holds, the more leverage it has to create
higher profit margins for hotel owners.

| ‘-f%!@m" il

| i

Strengthening Loyalty Programs

Hotel enhance their loyalty
programs and reduce dependence on OTAs after
M&A, leading to more sustainable growth for the
entire hotel chain and maximizing profitability for
hotel owners.

companies can

Research indicates that loyal customers tend to be
less price-sensitive and spend more, enabling hotel
companies to optimize cross-brand selling strategies
and charge premium rates. As a result, hospitality
giants like Accor SA, Hyatt Hotels Corporation,
InterContinental Hotels Group, and Marriott
International have actively acquired brands across
various pricing segments to expand their loyalty
program databases and encourage direct bookings
through their platforms.

For example, following multiple M&A transactions,
as of 2018, five major hotel groups—Choice
Hotels International, Hilton Hotels & Resorts,
InterContinental Hotels Group, Marriott
International, and Wyndham Hotels & Resorts—had
a combined loyalty program membership exceeding
375 million worldwide, approximately 15% more
than the total U.S. population in 2018. During
economic downturns, a robust loyalty program
becomes even more crucial for attracting and
retaining customers, mitigating financial losses by
reducing operational costs.

In summary, M&A activities can help hotel
companies achieve stronger corporate synergies, as
reflected in tangible benefits such as an expanded
loyalty program database, ultimately increasing
profitability for hotel owners.
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Advancing Technological Development

Hotel companies can integrate technology
platforms and distribute the costs of developing
new technologies across a broader portfolio after
mergers, leading to greater operational efficiency
for their owned and franchised hotels.

In reality, technological innovation plays a crucial

role in the hospitality industry, spanning areas
such as marketing initiatives, customer service,
and operational solutions. For example, to
retain customers and generate revenue during
the COVID-19 pandemic, various technological
advancements were introduced globally in the
hospitality sector, including digital room keys, voice-
controlled virtual assistants, contactless check-in,
and online/hybrid events. By leveraging innovative
technologies based on economies of scale, large
hotel corporations can help their hotels survive
crises while continuing to reduce labour costs in
the future, as customer habits and behaviours have
evolved post-pandemic.

However, M&A activities can also pose cybersecurity
risks, leading to significant lawsuits involving hotel
owners. For instance, Marriott International faced a
class-action lawsuit due to a massive data breach
originating from a cyberattack on Starwood Hotels
& Resorts in 2014. Marriott International failed to
detect this breach before or after completing its
merger with Starwood Hotels & Resorts in 2016.
The issue was only discovered in 2018, when the
personal data of over 330 million customers was
stolen, including 30 million residents from 31
countries within the European Economic Area. In
October 2020, the UK government imposed an
£18.4 million fine on Marriott International for
violating the personal data protection of seven
million affected UK customers.

In summary, M&A activities can bring both
technological benefits and risks to hotel companies,
impacting not only the corporations themselves
but also hotel owners. To mitigate related risks,
hotel companies should implement diverse risk
management strategies to safeguard the interests of
hotel owners.
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International hotel groups primarily pursue M&A to
expand their brand portfolios—that is, to diversify
their products and market segments faster than
they could through internal development—and to
sign franchise and management agreements that
place their brands on more properties developed
by hotel owners. Some international hotel groups
own both the real estate and the brands in markets
where they must invest in physical assets to ensure
their presence, but this model is becoming less
common due to the growing asset-light strategy,
which allows them to expand more quickly with
lower capital investment. International hotel
groups operate under two main business models:
asset-light and asset-heavy. These two models
respectively enable them to generate revenue
either by allowing hotel owners to use their
brands and related operational resources without
assuming an operator role, or by acquiring full
or partial ownership and managing hotel assets
under their own brand. Therefore, M&A is clearly
a growth strategy that suits international hotel
groups. However, M&A is a long-term process for
international hotel companies, with many potential
issues arising along the way and wide-ranging
impacts on hotel owners. Therefore, international
hotel companies must ensure that every M&A plan
is meticulously designed and carefully executed,
while maintaining transparent communication with
both hotel owners and the public.
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