
Why Serviced Apartments?
The Investment Case



More Consolidation Ahead
With the vast amount of new brands coming to the market, we 
expect to see brand consolidation in the near future. Accor, 
who owns apart-hotel brand Adagio, announced its purchase of 
Onefinestay in April 2016.  The French hospitality giant has also 
acquired a 30% stake in Oasis Collections, a short-term private 
rental site with a “home meets hotel” concept. In addition, Hilton 
is combining three of its serviced apartment brands to create 
the new brand “All Suites Collection”. More and more hospitality 
brands are planning to capture a share in this emerging market, 
and one of the most effective ways is through acquisition of 
smaller players.  In this respect, there may potentially be more 
consolidation activities in the next few years. 

In addition to the above, the sector has started tracking 
trading performance data. Potential investors are now able to 
understand key metrics such occupancy, ADR and RevPAR, 
which addressed the issue of industry transparency and thereby 
provides more clarity on the sector. 

The Serviced Apartment Transactions Market
The UK serviced apartments sector has been gaining widespread attention in the hotel investment market. Transaction volume grew 
significantly compared to five years ago, up 146% to £136 million year-to-date.  The sector now accounts for 6% of hotel investment volumes 
compared to just 2% in 2011.  

In the past, investors’ interest in this niche product has been limited, due to a lack of product understanding and performance track record.  
The market historically consisted of unbranded and owner operated establishments without a well-recognised brand. 

However, the tide changed in 2015 when Starwood Capital made 
the first move with the purchase of the Think Serviced Apartment 
portfolio.  Since then, a number of investment funds and private 
equity firms, as well as operators have invested in the sector, with 
over half of all transactions in London and the remaining ones in 
key regional cities including Manchester, Birmingham, Edinburgh 
and Glasgow. Some recent examples include the £30 million 
sale of the Place Apartment Hotel in Manchester from Goldman 
Sachs International to Capital & Centric and Ares Investment 
management in June 2016. Go Native is reported to be the 
appointed operator for this property and other serviced apartment 
projects invested by Capital & Centric. This demonstrates that 
management contracts are gaining wider-acceptance and 
awareness as a mode of operation in this sector.  It makes 
serviced apartment investments more appealing to investors 
who were previously uncomfortable with the product due to the 
lack of operation options. Also, in November 2016, Supercity 
acquired a 26,372 square foot city centre site in Brighton to 
develop 65 serviced apartment units. 

In terms of product, figures from AM:PM reveal that around 60% 
of serviced apartment units in the UK and Ireland are brand-
operated.  This year has seen some major expansion from existing 
operators as well as new entrants to the market. Key players such 
as Staycity added 492 new rooms, representing a 57% increase 
from last year. The PREM Group also opened 517 units under 
the Premier Suites and Premier Suites Plus brands.  In October, 
SACO launched its new lifestyle brand, Locke by SACO, opening 
168 apartments in London Aldgate.
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Yields for serviced apartment investments in the UK 
currently range from 6.5% to 9.5%, which is higher 
than hotels.  The premium more or less reflects 
the higher level of risk associated with this sector 
including the lack of product clarity, benchmarking 
data and brand awareness. However, recent 
improvements in the industry such as the availability 
of performance data, the recent expansion of 
operators and a rise in transaction volumes are set 
to remove a certain degree of uncertainty among 
investors. Yields could potentially move to between 
4% and 5%, sitting between the returns of residential 
and hotel investments. 

Lower Operating Costs than Hotels
From a business perspective, serviced apartments provide 
significant cost savings and stable cash flow compared to full-
service hotels. 

Operating costs for serviced apartments account for c. 40% of 
total revenue while it is c. 60% in the case of full-serviced hotels. 
This is due to two factors: 1) the absence of F&B outlets (cafes, 
restaurants) leads to lower fixed costs and F&B staff.  2) reduction 
in housekeeping staff. Room cleaning is normally on a weekly 
basis compared to daily in hotels. On average, service apartments 
have one member of staff for every five rooms while hotels have 
one member of staff per room.  
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In terms of revenue, thanks to the rise of the bleisure customer 
and Airbnb, serviced apartments are no longer limited to corporate 
customers. The increasing popularity of Airbnb confirms travellers’ 
desire for a more relaxed and self-serve accommodation 
experience. The unique features of serviced apartments appeal to 
this emerging group of travellers. It also offers the additional benefit 
of product assurance on issues such as service, health and safety, 
which are missing from Airbnb.  

In this respect, serviced apartments cater to a wider variety of 
customers than hotels, covering both business and leisure. The 
average length of stay can range from 1 to 365 days, ensuring a 
more stable cash flow than hotels. 

Broader Clientele than Residential
The residential investment market is a more mature market than 
serviced apartments with an abundance of data and track record. It 
is perceived as a lower risk investment in which investors tend to hold 
their investment for a longer period than hospitality investments.  
Revenue normally relies on one tenant with a rental agreement of 
one year or above. Operating costs are relatively minimal due to 
the absence of F&B and housekeeping staff. Investors have a fixed 
income flow with a guaranteed return. The relatively low risk nature 
of the investment explains the lower yield of 3% to 4%. 

In short, the serviced apartment landscape has changed 
tremendously recently due to changing traveller behaviour, 
increased product awareness and improved benchmarking data. 
The combination of low operating and fixed costs, together with a 
steady income from a wider range of customers, makes serviced 
apartment investments more attractive than ever before.  

Serviced Apartments Investment - Significant Differentiators

Serviced
Apartments

Operating Costs 40% 
of Total Revenue

Length of Stay 1 
to 365 Days

1 Staff per 5 Rooms

Hotel

Operating Costs 60%  
of Total Revenue

Length of Stay 
1.2 Days 

1 Staff per Room

Residential

Operating Costs 20% 
of Total Revenue

Length of Stay 
365 Days 

1 Receptionist 

Potential Serviced
Apartment Space
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Yield Bar
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