Sun sets on hotel boom

Economy lodges may be last inns built in one Brooklyn neighborhood, for now

By Gasay WarsHAwER
few vears ago, the prolific McSam
Hotel Group opened a Days [nnin
Sunset Park, the Brooklyn neigh-
borhood south of Park Slope and north of
Bay Ridge. Atthe time, it seemed like a new
daywas dawning for hotels in the area.

The hotels location — on 59th Street
between Fourth and Fifth avenues — is
close to Sunset Park’s long stretehes of row-
houses and commereial properties. The 43-
roam hotel is also a block and a half from
the Gowanus Expressway, which runs over
Third Avenue. The property is in the west-
ern section of Sunset Park, an area defined
by roaring traffic, warehouses and indus-
trial activity.

Now, five other hotels, most in the bor-
der zone between Sunset Park's industrial
and residential sections, are planned or in
some stage of development nearby. Like the
Days Inn, mostof the planned hotels will be
ceonomy lodgings,

However, the trend toward hotel de-
velopment is unlikely to proceed past the
properties that ave already in development.
For one, financing for hotel construction
hasbeen almost impossible to obtain as the
credit crunch has worsened. Inaddition, the
MeSam Group fears Brooklyn will soon see
a glut ofhotels,

Although MeSam, owned by develop-

And the newest hotel to open in
Sunset Parkisa Sleep Inn, which was sched-
uled to apen late last year, according to
its developer.

The 97-room hotel. on 49th Street be-
tween Second and Third avenues, isexpeet-
ed to have average rates of $150 anightand
aprojected cccupancy rate of 70 percent in
its first vear of business, said Raj Bhagia, a
partner in SAl Development, which is de-
veloping the property.

“We're opening in a weak economy, but
eventually, in two or three vears, we expect
business to be good,” said Bhagia, who add-
ed that he belicves Sunset Park, as a heavily
residential neighborhood, is underserved in
terms of hotel rooms.

“The location near the expressway is
also attractive,” said Bhagia, noting that
the traffic artery could help to lure busi-
ness travelers.

SAl also planned tostart construction on
another hotel in the neighborhood, this one
on 33rd Street between Third and Fourth
avenues, in December, and have it open for
business by the end of 2009, Bhagia said
that hisfirm has not vet secured an operator
for the loeation,

The proliferation of hotels in Sunset Park
is similar to the hotel growth in Gowanus,
the mostlyindustrial neighborhood farther
north up the Brooklyn-Queens Express-

“We were very bullish on Brooklyn —
past tense. Our hotels have done well,
but we are very concerned with the amount
of product planned for the borough.”
Gary Wisinski, McSam Hotel Group

er Sam Chang, blazed a trail with its first
Sunset Park hotel, Gary Wisinski, the firm’s
chiefoperating officer, says it won't be build-
ing any more properties in Sunset Park, or
any other section of Brooklyn, once it com-
pletes construction on the hotels it now has
in the pipeline.

“We were very bullish on Brooklyn
— past tense,” said Wisinski. “Our hotels
have done well, but we are very concerned
with the amount of product planned for
the borough.”

The MeSam Hotel Group is developing
twoComfort Inns in the area. One ison 38th
Street between Third and Fourth avenues,
and the ather on 59th Street overlooking
the expressway,

The 38th Street Comfort Inn is under
construction, while the Department of
Buildings has vet to approve plans for the
sath Street Comfort Inn: Meanwhile, an-
other developer has laid the foundation for
an as-yet-unnamed 46-room property on
39th Street near Fifth Avenue.

way, where three hotels have opened and
six more are planned,

Indeed, construction of the Gowanus
and Sunset Park hotels could result inasort
of hotel corridor alongside — or very near
— the BQE.

Commercial broker Ofer Cohen, man-
aging direetor of the firm Terra CRG, said
that Sunset Park, like Gowanus, was prob-
ably attractive to hotel developers beeause
“if you had a dilapidated warchouse that
wasn't good foranything else, you could sell
it as a hotel development site” At the same
time, Cohen noted that Sunset Park hotel
developers were probably eveing potential
customers who wanted to pay lower rates
than at hotels in Gowanus.

Cohen said a Holiday Inn Express that
opened on Union Street in Gowanus in 2006
“does great business.” He said, “People who
couldn't geta roomthere, orwhowanted to
pay less, might come to Sunset Park”

Average nightly rates for the Gowanus
Holiday Inn Express recently were above
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£200, while rates at the Sunset Park Dayvs
Inn ranged between $1235 to S150 for the
same period, according to Web sites forboth
hotels.

Aside from a possible glut, today’s lend-
ing environment makes the acquisition and
construction of hotels in Brookhmn “very
tricky,” said Cohen, whose firm is headqguar-
tered in Sunset Park.

“There is zero financing available, espe-
cially for budget hotels,” said Cohen, who
helped broker the sale of the Days Innsiteon

The newest hotel to open in Sunset Park is a Sleop Jnn.,

38th Street to MeSam a few vearsago. “The
truth is that whatever is in the pipeline is
all that's going to happen for now”

Cohen said he recently had a Sunseét Park
hotel development site in contract, but that
the deal didn't close because its would-be
developer “had a very solid business plan,
but he went to every lender in the country
and couldn’t get financing.”

That said, Cohen still believes there is
roomm for hotel development in Sunset Park,
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The western section of Sunset Park }
Is deflned by roaring traffic along the
Gowanus Expressway.
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because the neighborhood is close 1o other heavily resi-
dential areas, like Bensonhurst and Bay Ridge, which are
underserved by hotels,

And he notes that teday’s economice climate might be
considered something ofa boon Tor budget hotel operators
because “theyre kind of reeession proof,” with rates that
are more affordable to guests whoare struggling during an
ceonomicdownturn,

While budget hotels may be growing in Brooklyn, the
construetion of several such propertics in Gowanus led City
Council Member Bill de Blasio to hold a press conference
on their proliferation in May. De Blasio argued that such
hotels threaten to become “hot sheet” destinations that are
used for prostitution ifthey cant generate enough revenue
from business or tourist guests,

The three new hotels now open in Gowanus are budget
brands Comfort Inn and Holiday Inn Express, as well as
the boutique Hotel Le Blew, A Super § is scheduled toopen
soon, and construction is under way on a Fairfield Inn.

The fourother hotels in the works for the neighborhood
will likely include both budget and higher-end properties,
according to statements from their developers.

While a similar budget hotel building boom appears
underway in Sunset Park, business leaders don’t think they

A Comfort Inn being developed by McSam on 38th Street between Thind
and Fourth avenues in Sunset Park,

wontld ever meet the fate that de Blasio fears,
“1 don't see a Comfort Inn becoming a hot sheet,” said
Carl Hum, president and CEO of the Brooklyn Chamber

ol Commeree, “National chains do then: homework belore
opening somewhere.”

Hum believes that the Sunset Park hotels will mainly
serve family members visiting residents of the commu-
nity.

“This is a familyv-oriented neighborhood, and, as inmany
parts of the city, people are living in small quarters, so visi-

tors need somewhere Lo stay,” Flun said,

Bhagia of SAIL Development, meanwhile, said that be-
cause of the substantial investiments involved in building
hotels, lenders would bevery warv of financing projects that
could reflect poorly upon them,

“Ifvou're giving out a loan of 510 or 512 million, vou're
not going o want to back something that could end up
with a reputation like that,” he suid. "Nobody wants to get
in trouble”

Atleast one business leader in the community, however,
is undeeided about how the hotel influx will affect Sunset

Park. “IUs interesting that they're building here, but 1 have
noidea why they're doing itorwhat impaet it end up hay-
ing,” said Rende Giordano, executive divector of the Sunset

Park Business Improvement Distriet. “[ never thought of the
neighborhood as a tourist destination, but we've always ad-

vertised that it's convenient for getting to the airport.” me



