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The strength and
diversity of the
IHIGroup is very
evident from
the group’s
nine-month
results.
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IHIlaunchesitssixthbondissue
sinceits inception10yearsago

I
nternational Hotel Invest-
ments plc, the 59 per cent
owned subsidiary of the
CorinthiaGroup, launcheda
new €25million bond issue
lastweek–itssixthbondoffer-

ingsincethecompany’sinception10
yearsago.
TheCorinthiaGroupsetup IHI in

March2000asitsprincipalvehiclefor
thegroup’sdevelopment,acquisition
andoperating strategy. At inception
IHIhadfullownershipofthefive-star
SanGorgHotel inMalta,100percent
of thederelict site inBudapest anda
20 per cent shareholding in each of
CHI Ltd – the hotel management
company as well as QPMLtd – the
construction projectmanagement
company.
TheexpansionbyIHIoverthepast

10 years has been extraordinary.
Today IHI has full ownership of six
five-starhotels(Malta,Hungary,Por-
tugal, Russia, Libya and Czech
Republic), a 50 per cent sharehold-
ing in the hotel being developed in
Londonanda75percentsharehold-
ing in a property that is undergoing
development in Libya’s second
largest city,Benghazi.
AlthoughIHIretaineda20percent

shareholding in QPM Ltd, it
increaseditsshareholdinginCHILtd
to 70per centwith thebalanceof 30
per cent now in the hands of the
Wyndham Hotel Group Interna-
tionalof theUnitedStates.Thesteep
rateofgrowthintheIHIGroupisalso
evident in the increase in the asset
basefrom€58.8millioninApril2000
to €1.04 billion as at September 30,
2009. In May 2007, two important
events that reshaped IHI’s future
were the €178million capital injec-
tionbyIstithmarHotelsofDubaiand
the acquisitionof theCorinthiaBab
AfricaHotelandCommercialCenter
inTripoli and theCorinthiaHotel in
Prague.
These events followedan equally

significant joint venture that was
announced in December 2006,
whereinIHIincreaseditsstakeinthe
hotel management company CHI
Ltd concurrently with Wyndham
Hotel Group’s acquisition of the
remaining 30 per cent equity in the
company.
Theseeventsalsobroughtabouta

change in IHI’s strategy. In recent
years IHI has focused on achieving
anincreasedcontributionfromthird-
party hotelmanagement contracts
throughCHI and the acquisition of
matureproperties togetherwith the
newstrategicinvestors.Followingthe
acquisition of the prestigious prop-
erty in London (initially equally
owned by IHI, the Libyan Foreign
InvestmentAuthority and Istithmar
but now owned by IHI and the
Libyans only following Istithmar’s
disposalof theirshareholding), IHI’s
Chairmanhaspubliclystatedonvar-

iousoccasionsthattheGroupisseek-
ing to identify investment opportu-
nities inmajor cities likeNewYork,
Paris and Rome principally to
increasethebrandawarenessofCHI
asamanagementcompany.
AlthoughtheSeptember2009bal-

ance sheet published in the recent
Prospectus reveals the conservative
debt level of the IHIGroup (totalnet
borrowingsofonly€216millioncom-
pared to equity of €618million), this
€25 million bond issue does not
increase theoverall debt level. €11.6
million from the total proceedswill
beusedtorepaythefivepercentcon-
vertible bonds due to be redeemed
onMay29,2010and€12millionwill
beusedtorepayanoutstandingloan
withanAustrianbank.
During lastweek’s stockbrokers’

meetingIHI’smanagingdirectorJoe
Fenechexplainedthatsincethis loan
providedthelendingbankwithafull
hypothec on the property in St
Petersburg, the repayment of this
bank loanwill benefit the company
and its stakeholders since theprop-
ertywillbecomefreeandunencum-
bered.
The hotel in St Petersburg was

recently extended by an additional
105 rooms as a number of floors in
oneofthepropertiesacquiredbyIHI
adjacenttothehotelwereconverted
into additional room-stock.Mean-
while, thegroundfloorareawascon-
vertedintoretailspaceforleasewhile
the building on the other side of the
hotelwas similarly developed into a
3,500 sqm office facility and 7,500
sqm retail area. This development
was completed at the peak of last
year’s global economic crisis andas
aresult therentingoutof theseretail

andofficeareas is taking longer than
originally expected. Mr Fenech
explained that in the circumstances
IHIpreferred towait forbetter times
beforecommittingitself tolong-term
leases at the depressed rates of last
year.
In fact IHI is nowcurrently nego-

tiating the lease of the entire office
area together with a portion of the
retail area. The focus on rental
income fromsuchdevelopments is
anotherofthenewfocusareasofIHI.
Apart from this dedicated area in
Russia, the commercial area beside
thehotel inTripoli is fully leasedout
contributing circa €6.6million per
annum, while the new property in
Benghazi will also have an area for
retailandcommercialuse.Whilethis
rental incomewill enable the group
to achieve superior cash generation
from their properties, IHI aims to
achieve higher returns on their
investments to enable the group to
commencethemuch-awaitedyearly
cash dividends to the many local
shareholders.
With this in mind, the property

adjacent to theMetropole Building
inLondon(WhitehallPlace) isbeing
convertedinto12luxuryapartments
whichwillbesold.Likewise, inBeng-
hazi apart from the hotel and the
commercialarea, IHIanditspartner
LFICOarealsoplanningtoconstruct
30 residential apartments for even-
tual sale. Thesewill provide part of
thecash flownecessary for thecom-
mencementofacashdividend.
The prospectus published last

week in connection with the new
bondissuecontainsIHI’sunaudited
financial statements for the nine-
monthperiodtoSeptember30,2009.

The income statement reveals that
the economic downturn which
impacted the tourismsector inmost
regions across theworld led to a 21
per centdecline in turnover to €76.6
millionwith EBITDAdecreasing by
24.7percent(€8million)to€24.1mil-
lion. However IHI’s geographical
spreadmitigatedthefullextentofthe
downturnmainlydue to the contin-
ued strongperformanceof thehotel
inTripoli.
Thisproperty remainsan impor-

tant contributor to the IHI Group.
Although the recentpolitical issues
between Libya and Switzerland
have been of concern to some IHI
shareholders and bondholders in
recent weeks, the important eco-
nomic ties between Libya and a
number of other Schengen coun-
tries includingMalta shouldshortly
result in a lifting of the current ban
on Schengen area travelers to the
relief of all investors.
The strength and diversity of the

IHI Group is very evident from the
group’snine-monthresults.Despite
the strong challenges faced during
2009, IHI’s interest cover during the
period is of 2.5 times and should
please the many IHI bondholders
whohaveprovidedvaluablesupport
to the group in recent years.While
these results reassure bondholders
on the company’s ability to honour
its interest obligations, on the other
handshareholdersmayhavefurther
towaitbeforearegularcashdividend
policy is implemented.While this is
disappointing, shareholders should
benefit from the higher asset base
accumulated over the years which
will eventually reflect in a higher
shareprice.


