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Global Lodging

Agentic Al in Travel — Lodging:
Distribution Deflation = Lodging
Estimate Inflation

Our new analysis on Agentic Al surfaces an opportunity for
branded hotel operators to capture a greater share of bookings
directly as strong loyalty programs can materially influence LLM
recommendations. The potential benefit is not limited to lower
OTA costs but extends to lower distribution costs overall. OTAs
can also leverage meaningful advantages in inventory breadth,
content, and distribution capabilities.

AlphaWise m

Key Takeaways

B The rise of agentic Al will change top-of-funnel distribution dynamics across
travel as search is bifurcated among LLMs and personalization enhances
marketing.

B In lodging, we estimate $22-55bn is spent on marketing, 40-50% going to GOOG.
OTA hotel marketing budgets are $8-11bn; branded & independents spend $14-
44bn on 3P distro.

B New AlphaWise analysis surfaces loyalty as key in determining booking channel
on LLMs (in US & Europe), but outputs are evolving & still heavily influenced by
OTAs' breadth.

B Takeaways — Most positive: large hotel C-corps/REITs with loyalty and branded
exposure; Neutral: BKNG/EXPE; longer-term debate: GOOGL/search economics.

B We also factor in 100bps of incremental RevPAR growth and ~10bps of margin
expansion across Hotel REITs bull cases in our risk-reward framework along with
100bps of incremental RevPAR growth for C-Corps flowed through, improving
the skew for the entire group.

This note serves as a first installment looking at agentic Al in travel and acts as a
follow-up to our Al for Hotels: Will the Hotel of the Future Fit in the Palm of Your
Hand. Distribution is one of the largest cost components of the space with
implications across a variety of large public companies, making agentic Al a key area
of debate, particularly on the back of Meta's new Muse product launch. Expect
follow-ups as the distribution mix evolves, but also on other subjects: Air / Cruise /
Gaming. Bottom line on Lodging is our new analysis on LLM distribution mix vs.
Search points to incremental upside for large brands and Hotel REITs, bolstering
our OW on MAR/HLT and driving increased PTs across the group. OTAs have a
more nuanced impact, but results confirm our UW rating on EXPE given higher
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brand exposure.
Key Takeaways:

* Hotel brands (C-corps) should emerge as net winners from agentic Al. Al
agents increasingly incorporate loyalty benefits, member rates, elite status
and personalization into booking decisions, all reinforcing competitive
advantages of C-corps as they drive incremental direct bookings. These
findings are consistent in both the US and Europe. Scaled players (MAR, HLT,
H) should be best positioned to leverage proprietary data, partnerships and
pricing power to capture greater economics. IHG, Accor, Wyndham, and
Choice could have a bigger opportunity for reduced distribution costs, but
their smaller loyalty programs and lower RevPAR Index premiums mean the
likelihood of realizing these benefits is lower, hence our limited flow-through
to models.

¢ Hotel owners and brands should benefit from lower distribution costs.
Incremental competition at the top of the funnel is already leading to lower
Search costs and agentic stands to also bolster direct bookings. Every
100bps increase in direct booking mix could drive 10-50bps (owners) / 25-
45bps (brands) of EBITDA upside, while every 100bps reduction in OTA
commission rates could drive 15-65bps / 25-65bps (owners / brands),
assuming brands partially capture the savings.

¢ Select independent and boutique hotels should also benefit. Al agents will
better match traveler preferences with differentiated properties, improving
discoverability and lowering customer acquisition costs.

* Raise Hotel REIT (owners) and C-corp estimates and PTs plus raise bull-
case in risk-reward framework: To reflect the upside potential from agentic,
we now factor in slightly higher shift to direct (250-400bps) and lower
commission costs (50-75bps) compared to the historical trend line (+75bps/
yr OTA share and <25bps/yr lower commissions). These assumptions now
drive incremental 60-80bps of EBITDA margin expansion for Hotel REITs in
our coverage and 7-14bps of royalty rate expansion for C-corps — sensitized
based on RevPAR index premium, charge out %, and size of loyalty program.
We now sit -4% to +3% vs. consensus 2028 EBITDA on Hotel REITS as we
still see greater wage inflation offsetting some upside, and we are above
consensus for all but CHH in the C-corps (3-9%) as we embed royalty rate
expansion for the larger players whereas consensus is largely flat. Given the
direct benefits to hotel REITs we also incorporate an additional 0.5x to our
valuation methodology for hotel REITs to reflect a positive skew from
different scenarios. These changes support 1-18% overall increases to our
price targets across US lodging. We also factor in 100bps of incremental
RevPAR growth and ~10bps of margin expansion across Hotel REITs bull-
cases in our risk-reward framework along with 100bps of incremental
RevPAR growth for C-Corps flowed through, improving the skew for the
entire group.

¢ OTAs should remain resilient as Al agents reshape customer acquisition
rather than the transaction layer. OTAs can continue to leverage
competitive advantages from differentiated supply, loyalty programs, scale in
payments and fulfillment, and high direct traffic (~2/3 at BKNG). As agents
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seek the best overall lodging experience for travelers, OTAs with the
strongest and most differentiated supply should be best positioned to
capture and monetize demand, much as they did through the rise of paid
search, potentially benefiting from lower marketing costs. Our AlphaWise-
informed analysis of LLM search results suggests OTA loyalty membership
supports meaningful link visibility in Al-driven discovery. We lower our EXPE
'27/28 EBITDA estimates 1%/6% to reflect take rate risk from meaningful
exposure to large chain hotels, but leave our PT unchanged at $235, while
our BKNG EBITDA/PT remain unchanged. Our 28 BKNG/EXPE EBITDA
estimates now fall 0%/2% below consensus. Our $230 BKNG PT reflects a
target multiple of ~18X '27/28 avg EPS, which implies BKNG trades at a
~10% discount to its LT P/E multiple. Our $235 EXPE PT reflects a target
multiple of ~10X, which implies a ~44% discount to our BKNG target
multiple, in-line with the LT average discount.

For LLMs / Search, the impact of Al agents is concentrated in travel
discovery rather than booking. LLMs will directly compete for share of the
$22-55 billion lodging market ecosystem currently dominated by Google by
matching traveler preferences with unstructured hotel data. Greater
competition should lower acquisition costs industry-wide, while any lost
travel economics for Google (~5% of revenue) are dwarfed by its broader Al

opportunity.

See the following notes for more related views:

Online Travel: New Itinerary; Assuming Coverage of Online Travel (16 Sep
2026)

Internet: 10 Debates to Shape the Sector and Key Picks in '26 (12 Jan 2026)
Booking Holdings Inc: No Direct Detours; Checking in to Upgrade; OW
$5,500 PT (23 Feb 2026)

Alphabet Inc.: Sparking the Agentic Torch (20 May 2026)

Consumer Discretionary/Retail & Staples: Muse: Rewriting the Retail/
Consumer Playbook (28 Sep 2026).

By the numbers....

>$1.6 trillion in global travel bookings

~$640 billion in global room revenue

>$200 billion in OTA lodging bookings

~$30 billion in lodging-related OTA fees

$22-55 billion in lodging marketing spend

Every 100bps reduction in OTA mix = 10-50bps hotel owner EBITDA upside
and 25-45bps hotel C-corp EBITDA upside, while every 100bps change in
OTA gross bookings is a -30bp to +65bp impact to OTA EBITDA

Every 100bps reduction in OTA commission rate = 15-65bps of hotel owner
upside and 25-65bps of hotel C-corp EBITDA upside, while every 100bps
change in OTA take rate is a 1,700-3,100bp impact to OTA EBITDA

PT impacts in our coverage related to estimate changes and multiple
changes: Hotel REITs +8-18%, Hotel C-Corps +1%, OTAs flat

Bull case valuation moves: Hotel REITs +4-7%, Hotel C-Corps +1-3%

INSIGHT
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Exhibit 1:

We outline the implications to Brands and OTAs based on adoption of
agentic Al — particularly along loyalty vs. experience travel prioritization and

search-led vs. consumer-led agent dimensions — with the potential financial

impact in each scenario. We could envision a scenario where both ends of the

spectrum "win" — large incumbents leverage loyalty to take share / smaller,

experiential players gain visibility with consumers, leading to a splitting of the

middle.
Extension of Status Quo Biggest Disruption Gamechanger
I} |
|
Traveler wants the best value, so Al agent compares deals |Traveler wants the best value, and Al agent knows their status
b across sites; OTAs benefit from reach, and brands benefit by | and points, so it favors direct booking to use those perks;
% making their loyalty value clear to agents. OTAs lose some loyalty upside.
o
'
5 lllustrative impact: lllustrative impact:
% ® POSITIVE Brands / POSITIVE OTAs EBITDA ® MOST POSITIVE Brands / OTAs EBITDA
- = ® POSITIVE Brands / POSITIVE OTAs Market Cap ® MOST POSITIVE Brands / OTAs Market Cap
L
g
s
a
§ Traveler wants something unique, so the Al agent searches
E = broadly; OTAs win by having more inventory than any one Al agent knows traveler's taste, and tends to book direct,
2 brand. often with best-fit brand; OTAs play a smaller role, and
] distinctive independent hotels can compete too.
uw
% lllustrative impact: lllustrative impact:
5 © MOST NEGATIVE Brands / MOST POSITIVE OTAs EBITDA ® POSITIVE Brands / MOST NEGATIVE OTAs EBITDA
E‘ o MOST NEGATIVE Brands / MOST POSITIVE OTAs Market ® POSITIVE Brands / MOST NEGATIVE OTAs Market Cap
Cap

—

Search-Led Agent

Consumer-Led Agent

Travel Booking Orientation within LLM

Source: Morgan Stanley Research

Exhibit 2:

Current LLM search output has 1) higher degrees of branded hotel and

official site surfacing vs. Google and 2) significant impact from loyalty (both
branded hotel loyalty membership and OTA loyalty membership). We
acknowledge these factors likely change over time, particularly as LLMs seek to

monetize traffic in a bigger way.
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Impact of Loyalty Prompts on Hotel Type and Link Type Results in LLM for US Destinations

Hotel Type

3%
20%
I

1

)

LLM LLM +Brand LLM+OTA LLM + Brand
and OTA

mBrand  Independent m Official Site

Link Type

L 15%

8% 100%

Google LLM LLM +Brand LLM+OTA LLM +Brand
and OTA

OTASite = Other

Note: For links with multiple listings, we take the hotel type of the top listing. Other includes websites like blogs. Aggregate results
across Dallas, Denver, Las Vegas, Los Angeles, Marco Island, Minneapolis, New York City, and Virginia Beach. Source: Google, Morgan
Stanley Research

INSIGHT
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Exhibit 3: These shifts between LLMs and traditional Search are also observed
in Europe — higher brand / direct skew, and significant influence of loyalty on
output.

Impact of Loyalty Prompts on Hotel Type and Link Type Results in LLM for European Destinations

Hotel Type Link Type
100%

90%
80%
70%

26%

5%
60% 83% 8% i
50%
40%
30%
20%

. n

1
Google LLM LLM+Brand LLM +OTA LLM +Brand Google LLM LLM+Brand LLM+OTA LLM +Brand
and OTA and OTA
mBrand  Independent m Official Site = OTA Site = Other

100%.

33%

Note: Aggregate results across London, Nice, and Florence. Source: Google, Morgan Stanley Research.

Exhibit 4: We see potential for agentic Al usage to lead to improvements in
margins for hotel owners, which could ultimately lead to incremental EBITDA for
C-corps as well. We assume 15-25bps of margin uplift / 5-15bps of royalty
increase on average for owners/C-corps from improved distribution costs in 2028.
The price target impacts of estimate changes alone range from 1-3%, while our
overall hotel REIT price target changes ultimately amount to 8-18% due to
changes in applied EV/EBITDA multiple. While our OTA PTs remain unchanged, we
lower EXPE EBITDA estimates by 6% given exposure to large chain hotels and risk
of these bookings moving direct.
m EBITDA/EBIT Impact PT Impact
4.0% Hotel C-Corps Hotel REITs 0TAs
3.0% 3%

2.0% 2% 2% 1% 1%
1% 1% 1% 1% 1%
1.0% 1% % 1% 1% 1% 1% 1% 1% 1%

0% 0% 0%

0.0%
-1.0%
-2.0%
-3.0%
-4.0%
-5.0%
-6.0%
-7.0%

6%

MAR  HLT H WH CHH DRH HST PK PEB BKNG EXPE

Note: The above hotel C-corp and hotel REIT financial and price target impacts are those only associated with agentic Al related
financial benefits (i.e., royalty rate changes for hotel brands and distribution cost savings for REITs). Full lodging and price target
impacts in this note include changes in applied EV/EBITDA multiples for REITs. Source: Company data, Morgan Stanley Research

INSIGHT
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Exhibit 5: Every 100bps increase in Exhibit 6: ...and in turn could drive 20-
direct booking mix could drive ~10- 120bps (owners) / ~30-60bps (brands)
50bps (owners) / 25-45bps (brands) of  of price target upside, assuming
EBITDA upside, assuming brands multiples stay the same

partially capture the savings...

y to

z
£
H
E]
H
&
£

3
3
£
H
a8
§
|

0.1% PEB  HLT  DRH PK AC IHG  WH MAR CHH H HST
PEB HLT MG DRH WH AC MAR CHH H  PK  HST Source: Company data, Morgan Stanley Research

Source: Company data, Morgan Stanley Research

Exhibit 7:  Our C-corp estimate changes, which leave us broadly above 2028E
consensus, coupled with unchanged applied EV/EBITDA multiples, lead us to ~1%
overall changes in price targets

2028 Estimate Changes Multiple Changes PT Changes
New Prior % Change Consensus N(e::lnvss. New Prior % Change New Prior % Change
MAR  §$7,133  $7,022 2% $6,871 4% 18.3x 18.3x 0% $384 $380 1%
HLT $5,145  $5,067 2% $4,866 6% 18.7x 18.7x 0% $336 $332 1%
H $1,585  $1,565 1% $1,454 9% 15.9x 15.9x 0% $211 $209 1%
WH $867  $857 1% $840 3% 12.0x  12.0x 0% $92 $91 1%
CHH $634 $629 1% $672 6% 9.7x 9.7x 0% $92 $91 1%

Note: Estimate changes refer to adjusted EBITDA. Source: Visible Alpha, Morgan Stanley Research

Exhibit 8: Meanwhile we pair estimate changes with multiple changes, the latter
of which reflects optionality for improved distribution costs for owners, to arrive at
8-18% overall PT changes for hotel REITs

2028 Estimate Changes Multiple Changes PT Changes
New Prior % Change Consensus Ng:'nv:' New Prior % Change New Prior % Change
DRH $337 $335 1% $334 1% 10.5x 10.0x 5% §12 s 9%
HST  $1,844  $1,829 1% $1,876 2% 11.0x 10.6x 4% $24 $22 8%
PEB $361 $358 1% $374 -4% 12.5x 12.0x 4% $14 $13 8%
PK $637 $632 1% $649 2% 10.5x 10.0x 5% $13 M 18%
RHP  §$1,146  $1,137 1% $1,115 3% + + ++ ++ ++ ++

Note: Estimate changes refer to adjusted EBITDA. Source: Company data, Visible Alpha, Morgan Stanley Research. ++ The price target
for this company has been removed from consideration in this report because, under applicable law and/or Morgan Stanley policy,
Morgan Stanley may be precluded from issuing such information with respect to this company at this time

What's New / What Is the Market Missing?

e Analysis of how Al could reshape hotel distribution costs across brands,
OTAs and search. Includes quantification of each layer of the distribution
chain.

¢ Brands & Hotel Owners stand to benefit from lower distribution costs not
reflected in estimates or multiples. Consensus models effectively flat
margins on average for hotel REITs and limited core royalty rate expansion
for c-corps.

¢ AlphaWise analysis of how LLMs currently recommend hotels and booking

channels. Loyalty is currently paramount with traditional search surfacing
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official sites 8-13%, LLMs 74-97%, and then LLMs knowing loyalty preference
100%.

Competitive analysis of Brands to surface pricing power and likelihood of
success in agentic Al based on KPIs (RevPAR Index Premium, System Charges,
Loyalty charges, size of Loyalty program, current distribution mix, etc.).
EBITDA and price target sensitivities tied to changes in distribution
economics for hotel C-corps, hotel REITs, and OTAs.

What Could Change Our View?

The main downside risk is Al agents optimizing for commercial incentives or

becoming agents of record; the main upside risk is faster loyalty/direct integration

driving larger-than-modeled distribution savings.

Agent autonomy: Travelers delegate booking decisions more completely to
Al, including a willingness of LLMs to be agents of record. This outcome
could create disintermediation risk for OTAs and Brands.

Recommendation models: Al agents optimize for commercial incentives
rather than traveler value / preferences, especially those that are loyalty-
related. This outcome would be closer to status quo and potentially
reinforce OTA pricing power / competitive positioning.

Industry adoption: Al monetization, loyalty integration and supplier
connectivity evolve faster or slower than anticipated — we currently model
in changes to distribution and royalty rates in our models beginning in
2H27/2028.

Independent hotel usage: Independents are able to leverage lower cost in a
way that erodes brands and/or intermediaries like OTAs entirely.

LLM concentration surpasses search: While the rise of LLMs as part of
inspiration & booking should increase competition and fragment top of
funnel, we could see consolidation over time. This could result in the LLM
"winner" taking pricing up and capturing more of the economics in hotel
distribution.

INSIGHT
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Executive Summary

Agentic Al in lodging will influence ~$640 billion in global room revenue, $55-85
billion of spend (marketing & OTA commissions), and ~$15 billion of C-corp Fees.
Incremental competition at top of funnel points to lower distribution costs
broadly, but our new work finds larger loyalty programs are well positioned to
drive incremental direct bookings, leading to higher hotel owner margins and
potential for incremental royalty rate expansion for major hotel brands (C-corps).
The near-term impact on OTAs is likely more balanced, reflecting lower
distribution costs and uncertainty around booking mix shifts, but their breadth and
access to content could still be positive longer-term.

Agentic Al has the potential to reshape one of the largest revenue sources in travel. Of
the >$1.6 trillion of global travel bookings annually, we estimate that ~$640 billion is
associated with lodging. Within ~$640 billion of global room revenues, we estimate that ~
$220 billion is associated with OTAs, who generate approximately $30 billion in lodging-
related fees and spend $8-11 billion on lodging-related marketing ($7-11 billion, or 85-95%,
to Search alone). Factoring in the $14-44 billion of marketing spend from branded and
independent hotels collectively, we arrive at $22-55 billion of lodging industry marketing
spend. All in, between the ~$30 billion in OTA lodging-related fees and the $22-55 billion
of lodging industry marketing spend, we see agentic Al as having the potential to shape
$55-85 billion of industry spend through more direct bookings and new top-of-funnel
competition. Importantly, agentic Al can also shape the top-line, with ~$15 billion at play in
hotel C-corps.

Exhibit 9:  Sizing the lodging distribution opportunity points to $55-85bn in lodging
distribution-related spend and ~$640bn in global hotel bookings that agentic Al could
shift
@ I B (G i i B
Hotel C-Corps OTAs Google Branded Hotels Independent
Hotel
$15bn $30bn $9-$27bn $287-$414bn | | $223-$350bn
Revenue / Fees Revenue / Fees Revenue / Fees Revenue / Fees Revenue / Fees
- $8-$11bn - $7-$23bn $7-$21bn
Marketing Spend Marketing Spend Marketing Spend Marketing Spend Marketing Spend
— o = $8-$10bn $20-$22bn
OTA Spend OTA Spend OTA Spend OTA Spend OTA Spend
L S -

Note: Hotel C-Corps include Marriott, Hilton, Hyatt, Wyndham, Choice, IHG, and Accor. Source: STR, Phocuswright, Morgan Stanley Research

The current industry structure predominantly starts with Search / OTAs direct / Brands
Direct in leisure bookings (estimated 35-40%/25-30%/30-35%) and Corporate Booking
Tools / Direct for business bookings (estimated ~30%/40%). With the rise of agentic Al, a
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new competitor for Search and potentially direct is introduced with not only Gemini
(Google), but similar products from a host of companies. To better assess how this shift
may influence where bookings go and how pricing power may shift, we leverage new work
from our AlphaWise team along with a deeper dive into KPIs on direct bookings and
loyalty for both C-corps and OTAs.

Key Findings — Agentic Leading to More Direct Booking, Increased Value of Loyalty,
Lower Distribution Costs

1. LLMs currently favor brands over independents and Brand.com over OTAs

Initial indications from LLM search suggest that branded hotels and Brand.com links are
more likely to surface on LLMs vs. Google than independent hotels and OTA links. As
shown below, LLMs have more than double the mix of brand vs. independent in trip
planning compared to search, and the link type skews even more materially toward direct.
This finding from our baseline travel prompt suggests further LLM adoption for travel
planning should be conducive for more branded hotel stays and more direct booking on
Brand.com sites. Given that OTAs typically charge 10-20% commissions, compared with
~5% for Brand.com, the mix shift should lower commissions for branded hotel owners.

Exhibit 10: Comparing hotel type and link type results on Google Search for our
baseline trip planning prompt vs. results on LLMs, we see branded hotels and official
site links appear materially more frequently in LLM search results

Google vs LLM Results for US Destinations

100 Hotel Type Link Type
]
90% 13% 10%
0
80%
70% 59%
60%
50% 78%
40% 87%
30% /
20% 41%
0% :
Google LLM Google LLM

m Brand Independent m Official Site = OTA Link = Other

Note: For links with multiple listings, we take the hotel type of the top listing. Other includes websites like blogs. Aggregate results across Dallas,
Denver, Las Vegas, Los Angeles, Marco Island, Minneapolis, New York City, and Virginia Beach. Source: Google, Morgan Stanley Research.
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Exhibit 11: In Europe, which skews more to independent hotels vs. the US, the
European LLM output is similar to Search in terms of hotel type. Compared to the US,
the European LLM output also shows a shift toward more direct, but more muted than
the US.

Google vs LLM Results for European Destinations

Hotel Type Link Type
100%
0% 26%
80%
70% 58%
60% 83% 83%
50%
40% 74%
30%
33%
20%
8%
0%
Google LLM Google LLM

mBrand = Independent m Official Site = OTA Link m Other

Note: Aggregate results across London, Nice, and Florence. Source: Google, Morgan Stanley Research

2. Loyalty materially influences hotel type and distribution path in LLMs, creating
opportunity for big brands to widen their moat yet this also creates a path for OTAs
with loyalty & direct bookings to compete

Both hotel brand loyalty and OTA loyalty surfaced as the most influential impacts on LLM
results (both Brand vs. Independent and Direct vs. OTA). Al agents are more willing and
able to optimize for existing memberships, points, pricing and benefits. Importantly, LLMs
currently can have consumer preferences supersede search engine optimization priorities
as evidenced in loyalty shifting hotel type and link type nearly entirely toward the
corresponding loyalty brand (Exhibit 12 and Exhibit 13). As a result, branded hotels have
the opportunity to leverage their larger loyalty programs and technology integrations to
both take incremental share from independents and drive higher direct bookings. In fact,
the larger hotel brands tend to have a stronger impact from loyalty than smaller rivals.
The benefits of loyalty also extend to OTAs, but the lower frequency of these travelers
may mean there is an even bigger differential between competitors. As a proxy, we note
the OTAs have disclosed that a mid-60s% of B2C room nights/bookings at BKNG/EXPE

respectively are booked direct while both OTAs have a growing loyalty member base.
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Exhibit 12: Comparing hotel type and link type results on Google Search for our
baseline trip planning prompt vs. results on LLMs, we see branded hotels and official
site links appear materially more frequently in LLM search results in the US...

Impact of Loyalty Prompts on Hotel Type and Link Type Results in LLM for

Hotel T US Destinations Link T
otel e inl e
100% » o P

90% 1% 20%
80%
70%
60%
50% 100% 98% 7% 100% 100%
40% §7% 80% ok
30%
20%
10%

0%

LLM LLM +Brand LLM+OTA LLM +Brand LLM LLM +Brand LLM+OTA LLM +Brand
and OTA and OTA

= Brand Independent  m Official Site = OTA Site = Other

Note: For links with multiple listings, we take the hotel type of the top listing. Other includes websites like blogs. Aggregate results across Dallas,
Denver, Las Vegas, Los Angeles, Marco Island, Minneapolis, New York City, and Virginia Beach. Source: Google, Morgan Stanley Research.

Exhibit 13: ..and we observe a similar dynamic in Europe

Impact of Loyalty Prompts on Hotel Type and Link Type Results in LLM for European
Destinations

Hotel Type Link Type
100% 2 L
90%
80%
70%
60% 83% 79%
50% 100% 99% 100% 100%
0

40% 74%
30%
20%
10% 21%

0%

LLM LLM+Brand LLM+OTA LLM +Brand LLM +Brand LLM+OTA LLM +Brand
and OTA and OTA

mBrand  Independent m Official Site = OTASite = Other

Note: Aggregate results across London, Nice, and Florence. Source: Google, Morgan Stanley Research.

3. Agentic Al introduces new competition at top of funnel along with increased
personalization / option aggregation, all of which could drive lower distribution costs
for hotels and participants... at least in the near-to-intermediate term

Distribution costs in aggregate for branded and independent hotels should fall for three
reasons: 1) increased personalization should better match hotels with consumers,
increasing marketing efficiency; 2) increased top-of-funnel competition (Al-oriented
booking essentially becomes “paid search 2.0” to compete with Google); and 3) reduced
reliance on higher-cost OTAs. As noted, LLM-based distribution is currently estimated to
cost low-single-digits % of revenues vs. 10-20% for OTAs, so even a modest mix shift

could be meaningful — we estimate a 1% shift in OTA mix moves hotel owner EBITDA / C-
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corp EBITDA by 10-50bps / 25-45bps. Benefits should initially accrue to branded hotel
owners, with benefits later shared with hotel C-corps via higher royalty rates, justified by
RevPAR index premiums and direct booking generation. However, over time, LLMs may
ultimately seek to earn a bigger return on output, leading to more sponsored results. In
addition, if market share is more concentrated in select LLMs, distribution costs could
ultimately go up if the "winners" have even greater influence. Longer-term, agents will
continue to iterate toward the best overall lodging experience for any shopper/family or
business traveler. Given the OTAs have far more supply than hotel brands, increasing
connectivity across unstructured hotel data could lead to improved hotel discoverability
and actually bolster the OTAs.

Exhibit 14: We estimate that every 100bps change in 3rd party distribution costs would
amount to 12-14bps of margin for a typical branded hotel owner

MISB aCed
26.2% 26.0% 25.9% 25.7% 25.6% 25.4% 25.2%
26.1% 25.9% 25.7% 25.5% 25.3% 25.1% 24.9%
26.0% 25.7% 25.5% 25.2% 25.0% 24.8% 24.5%
25.8% 25.6% 25.3% 24.7% 24.4% 24.2%
25.7% 25.4% 25.1% 24.8% 24.4% 24.1% 23.8%
25.6% 25.2% 24.9% 24.5% 24.2% 23.8% 23.4%

25.5% 25.1% 24.7% 24.3% 23.9% 23.5% | 231%

OTA Commission Rate - Branded —

Mix - Branded
+120bps  +104bps  +88bps  +72bps  +56bps  +40bps  +24 bps
+108bps  +88bps  +68bps  +48bps  +28bps  +8bps  -12bps
+96bps  +72bps  +48bps  +24bps 0 bps -24bps  -48 bps
+84bps  +56bps  +28 bps -28bps  -56bps -84 bps
+72bps  +40bps  +8bps -24bps ~ -56bps ~ -88bps  -120 bps
+60bps  +24bps  -12bps  -48bps  -84bps  -120bps = -156 bps

+48bps  +8bps  -32bps  -72bps  -112bps  -152bps | -192bps |

Source: Morgan Stanley Research

Exhibit 15: For OTAs, every ~100bp change in take rate, a proxy for commission
charged for distribution, amounts to ~17% downside to BKNG EBITDA, assuming no
cost control in marketing to offset take rate compression...

BKNG - A in EBITDA ($mn)

d Net ($mn): $31,482 $30,929 $30,375 $29,822 $29,269
% change in overall take rate

(0.25%) (0.50%) (0.75%) (1.00%) (1.25%)
T a4% 1 (553) (1,107) (1,660) (2,213) (2,767)
Total Marketing a1% 0 (553) (1,107) (1,660) (2,213)
Expense as % of 3.9% 553 0 (553) (1,107) (1,660)
Bookings 3.6% 1,107 553 0 (553) (1,107)

3.4% 1,660 1,107 553 0 (553)

BKNG - % Upside (Downside) to '27 EBITDA

d Net R ($mn): $31,482 $30,929 $30,375 $29,822 $29,269
% change in overall take rate

(0.25%) (0.50%) (0.75%) (1.00%) (1.25%)
T a8% T (&%) (9%) (13%) (17%) (21%)

Total Marketing . a1% 0% (4%) (9%) (13%) (17%)
Expense as % of 3.9% 4% 0% (4%) (9%) (13%)
Bookings 3.6% 9% 4% 0% (4%) (9%)
3.4% 13% 9% 4% 0% (4%)

Note: BKNG EBITDA is adjusted for SBC for the purposes of comparability with EXPE. Take rates apply to lodging, flights, and other.

Source: Company Data, Morgan Stanley Research
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Exhibit 17: Every 100bps increase in direct booking mix could
drive 10-50bps (owners) / 25-45bps (brands) of EBITDA upside,

INSIGHT
Exhibit 16: ... While every 100bp change in take rate for EXPE amounts to ~30%
downside to EBITDA
EXPE - A in EBITDA ($mn)
lied Net R ($mn): $16,388 $16,543 $16,198 $15,853 $15,508
% change in overall take rate
(0.25%) (0.50%) (0.75%) (1.00%) (1.25%)
T 6.2% T (345) (690) (1,035) (1,380) (1,724)
Total Marketing 59% 0 (345) (690) (1,035) (1,380)
Expense as % of 5.7% 345 0 (345) (690) (1,035)
Bookings 5.4% 690 345 0 (345) (690)
5.2% 1,035 690 345 0 (345)
plied Net ($mn): $16,888 $16,543 $16,198 $15,853 $15,508
% change in overall take rate
(0.25%) (0.50%) (0.75%) (1.00%) (1.25%)
T 6.2% T &% (15%) (23%) (31%) (38%)
Total Marketing 59% 0% (8%) (15%) (23%) (31%)
Expense as % of 5.7% 8% 0% (8%) (15%) (23%)
Bookings 5.4% 15% 8% 0% (8%) (15%)
5.2% 23% 15% 8% 0% (8%)

Note: Take rates apply to lodging, flights, and other.

Source: Company Data, Morgan Stanley Research

Exhibit 18: ...and in turn could drive 20-120bps (owners) / 30-
60bps (brands) of price target upside, assuming multiples stay

assuming brands partially capture the savings... the same

0.5%

0.4%

0.3%

0.2%

0.1%

2028E EBITDA Sensitivity to
100bps Shift to Direct Mix

0.0%

Source: Company data, Morgan Stanley Research

PEB

HLT

IHG

DRH

WH

AC

MAR

1.3%
1.2%
1.1%
1.0%
0.9%
0.8%
0.7%
0.6%
0.5%
0.4%
0.3%
0.2%
0.1%
0.0%
CHH H PK HST PEB  HLT  DRH PK AC IHG  WH MAR CHH H HST

PT Sensitivity to 100bps Shift to
Direct Mix

Source: Company data, Morgan Stanley Research

Stock Implications / What the Market Is Missing

On the back of our analysis, we raise our estimates for the hotel C-corps and REITs in late
2027 and 2028. For the hotel REITs we factor in ~20bps on average of incremental margin
expansion for 2028 vs. our prior estimates with dispersion of 15-25bps based on brand
exposures. For the C-corps we now factor in ~10bps on average of incremental royalty
rate increase in 2028 vs. prior estimates to reflect value added to owners, again with
dispersion of 5-15bps reflecting the strength of loyalty and overall network using RevPAR
index premium / direct % / Loyalty % as proxies. Note we lower our EXPE estimates in
'27/28 given pressure on take rates from large chain hotels increasingly able to bring
agentic bookings directly to their sites, but our EXPE and BKNG PTs remain unchanged.
We flow these into our PTs, resulting in 1-3% changes to hotel REITs (8-18% overall,
inclusive of applied multiple changes) and ~1% to branded hotel price targets. Our base
case now assumes 340bps of mix shift and 65bps of rate reduction for brands on
average and 50bps of mix shift and 25bps of rate reduction for independents on
average ( Exhibit 19 ). We also factor in 100bps of incremental RevPAR growth and
~10bps of margin expansion across Hotel REITs bull cases in our risk-reward
framework along with 100bps of incremental RevPAR growth for C-corps flowed
through, improving the skew for the entire group.
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We acknowledge a wide range of potential outcomes, especially as we consider Al's impact
beyond agentic. Hotel brands may see marketing efficiencies drive lower charge-out rates
to owners, but they risk potential disintermediation and uncertain economics in pushing
these changes, warranting sharing in economics or simply driving incremental
development/conversion activity. Agentic Al's ability to match consumer preferences with
hotels may also lead to incremental overall revenue. Given the myriad outcomes, we
provide simplified sensitivities:

e Every 100bps change in 3rd party distribution costs would amount to 12-14bps of
margin for a typical branded hotel owner, amounting to 10-50bps incremental
EBITDA growth.

e For brands, every 100bps change in 3rd party distribution costs would likely either
drive incremental value to owners and spur development or lead to incremental
pricing power and increased royalty rates. We sensitize this to 25-65bps of
incremental EBITDA.

e For OTAs, every 100bps change in take rate amounts to ~17%/31% change to
EBITDA for BKNG/EXPE, assuming no cost control in marketing to offset take rate
compression.

¢ Related to GOOGL, a 500bp shift in unpaid traffic toward paid channels can offset
a 1400bp decline in effective take rates. But, it would require a 3,800bp shift in
unpaid toward paid channels to make GOOGL breakeven at a 5% take rate.

Exhibit 19: Our base case assumes a 250-400bps distribution mix shift away from
OTAs and a 50-75bps OTA commission rate reduction for hotel brands, which,
according to our AlphaWise-informed analysis, should benefit from branded hotel and
Brand.com oriented results on LLMs and support royalty rate increases in 2028

OTA Commission  2028E Royalty Rate

OTA Mix Shift

Change Increase
(bps) (o) (bps)

MAR (400) (75) 10
HLT (400) (75) 13
H (400) (75) 14
WH (250) (50) 7

CHH (250) (50) 7

Independents (50) (25) NA

Source: AlphaWise, Company Data, Morgan Stanley Research estimates
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Exhibit 20: Our base case also assumes hotel REITs should see agentic Al-related
margin and EBITDA benefits starting in 2H27 via lower distribution costs, which should

continue in 2028, albeit net of an increase in hotel brand royalty rate

2027E 2027E 2027E
Gross Margin Increase Net Margin Increase EBITDA Chg.
(bps) (bps) (bps)
DRH 8 8 29
HST 18 18 64
PK 19 19 77
PEB 9 9 38
2028E 2028E 2028E
Gross Margin Increase Net Margin Increase EBITDA Chg.
(bps) (bps) (bps)
DRH 24 20 72
HST 33 23 80
PK 34 20 81
PEB 18 17 76

Source: AlphaWise, Company Data, Morgan Stanley Research estimates

Exhibit 21: The resultant estimate changes related to agentic Al, not accounting for
changes in applied EV/EBITDA multiples, translate to 1-3% PT uplifts for hotel C-corps
and REITs. Our overall hotel REIT price target changes ultimately amount to 8-18% due
to changes in applied EV/EBITDA multiple.

m EBITDA/EBIT Impact PT Impact

4.0% Hotel C-Corps Hotel REITs OTAs
3.0% 3%

2.0% 2% 2% 1% 1%
1% % 10, 1% 1% 9 o
1.0% 1% 1% gy 1% 1% 1% 1% 1% 1%
0.0%
-1.0%
-2.0%
-3.0%
-4.0%
-5.0%
-6.0%

-7.0%
MAR  HLT H WH  CHH DRH HST PK  PEB BKNG EXPE

0% 0%

6%

Note: The above hotel C-corp and hotel REIT financial and price target impacts are those only associated with agentic Al related financial
benefits (i.e., royalty rate changes for hotel brands and distribution cost savings for REITs). Full lodging and price target impacts in this note
include changes in applied EV/EBITDA multiples for REITs. Source: Company data, Morgan Stanley Research
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Exhibit 22: Our C-corp estimate changes, which leave us broadly above 2028E
consensus, coupled with unchanged applied EV/EBITDA multiples, lead us to ~1%
overall changes in price targets

2028 Estimate Changes Multiple Changes PT Changes
New Prior % Change Consensus N;:lnv:' New Prior % Change New Prior % Change
MAR  $7,133  §7,022 2% $6,871 4% 18.3x 18.3x 0% $384 $380 1%
HLT $5,145  $5,067 2% $4,866 6% 18.7x 18.7x 0% $336 $332 1%
H $1,585  $1,565 1% $1,454 9% 15.9x 15.9x 0% $211 $209 1%
WH $867 $857 1% $840 3% 12.0x 12.0x 0% $92 $91 1%
CHH $634 $629 1% $672 6% 9.7x 9.7x 0% $92 $91 1%

Note: Estimate changes refer to adjusted EBITDA. Source: Visible Alpha, Morgan Stanley Research

Exhibit 23: Meanwhile we pair estimate changes with multiple changes, the latter of
which reflects optionality for improved distribution costs for owners, to arrive at 8-18%

overall PT changes for hotel REITs

2028 Estimate Changes Multiple Changes PT Changes
New Prior % Change Consensus Ng:nv:' New Prior % Change Prior % Change
DRH §337  $335 1% $334 1% 10.5x  10.0x 5% $12 $1 9%
HST  §$1,844  $1,829 1% $1,876 2% 11.0x  10.6x 4% $24 $22 8%
PEB $361 $358 1% $374 -4% 12.5x 12.0x 4% $14 $13 8%
PK $637 $632 1% $649 2% 10.5x 10.0x 5% $13 $1 18%
RHP  $1,146  §$1,137 1% $1,115 3% +H + + + + +

Note: Estimate changes refer to adjusted EBITDA. Source: Visible Alpha, Morgan Stanley Research. ++ The price target for this company has
been removed from consideration in this report because, under applicable law and/or Morgan Stanley policy, Morgan Stanley may be precluded
from issuing such information with respect to this company at this time
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Exhibit 24: BKNG Morgan Stanley Estimates vs Consensus

BKNG (Smns)

Room Nights
Bookings
Revenue
Adj. EBITDA
Margin
GAAP EPS

Consensus Estimates
Room Nights
Bookings
Revenue
Adj. EBITDA

Margin
GAAP EPS

Variance
Room Nights
Bookings
Revenue
Adj. EBITDA
Margin

GAAP EPS

2026

Morgan Stanley Estimates

1,309
204,371
29,477
10,954
37.2%
$10.43

1,305
203,410
29,259
10,846
37.1%
$10.52

0%
0%
1%
1%

9 bp
(1%)

2027

1,405
221,324
32,035
12,301
38.4%
$12.05

1,397
222,187
31,999
12,259
38.3%
$12.12

1%
(0%)
0%
0%
9 bp
(1%)

2028

1,502
238,773
34,724
13,524
38.9%
$13.85

1,487
239,549
34,614
13,559
39.2%
$14.22

1%
(0%)
0%
(0%)
(22) bp
(3%)

Source: FactSet, Company Data, Morgan Stanley Research

INSIGHT
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Exhibit 25: EXPE Morgan Stanley Estimates vs Consensus

EXPE (Smns) 2026
Morgan Stanley Estimates
Room Nights 436
Bookings 130,574
Revenue 16,230
Adj. EBITDA 4,115
Margin 25.4%
GAAP EPS $18.86
Consensus Estimates
Room Nights 434
Bookings 130,383
Revenue 16,214
Adj. EBITDA 4,130
Margin 25.5%
GAAP EPS $18.98
Variance
Room Nights 0%
Bookings 0%
Revenue 0%
Adj. EBITDA (0%)
Margin (12) bp
GAAP EPS (1%)

2027

459
137,956
17,233
4,522
26.2%
$21.42

458
138,696
17,369
4,561
26.3%
$21.57

0%
(1%)
(1%)
(1%)

(2) bp
(1%)

2028

482
145,387
18,120
4,923
27.2%
$24.48

482
146,463
18,700
5,045
27.0%
$25.54

(0%)
(1%)
(3%)
(2%)
19 bp
(4%)

Source: FactSet, Company Data, Morgan Stanley Research

INSIGHT
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Background: Sizing the Prize & the Players

What's in this section? We outline the dollar amounts at stake for key participants
in lodging from the emergence of agentic Al, with a focus on how the current
ecosystem for distribution may change across inspiration, search, and booking
preference.

Key Takeaways: Collectively, we estimate $70-100+ billion could be impacted in
lodging distribution, representing ~$30 billion in OTA fees, ~$15 billion in hotel
brand room-related fees, and $22-55 billion in marketing spend from OTAs,
branded hotels, and independent hotels.

Understanding the Size, Path, and History of Lodging Inspiration to Booking

Agentic Al has the potential to reshape one of the largest and rapidly growing revenue
sources in global commerce. Global travel bookings represented ~$1.7 trillion in 2025,
with lodging room revenues ~$640 billion, each growing a respective 4%/6% annually
over the past decade ( Exhibit 26 ). More recently, over the past two years, the space has
outpaced global personal consumption expenditures and nominal GDP (i.e., 7% vs. 5% vs.
5%) as consumers and businesses are increasingly prioritizing travel — secular trends we
anticipate will continue, particularly in a more Al-centric world where enhanced
productivity could drive more leisure demand. These Al agents are quickly becoming
capable of discovering, comparing and booking travel on behalf of consumers, which we
expect to change how traveler intent is created, routed and/or monetized. Even modest
shifts in customer acquisition will influence the allocation of billions of dollars across
search, OTAs, platforms, hotel brands and other participants in the travel distribution
ecosystem supporting >$4 trillion in market cap.

Exhibit 26: The ~S$1.7 trillion of Global Travel Bookings in 2025 included about $640
billion of lodging room revenue, or about 35% of the total. Global room revenue has
grown at a ~6% CAGR over the past 10 years, with a ~7% CAGR in 2023-25 as leisure
and business travel is of heightened importance post COVID.

Global Travel Bookings ($bn) $700
$351 s
Z 600
& 6% CAGR
& ss00
2
m Hotel S 400
air §637 & 800
m Other E
5 sm
4735 5100

2015
2025

Note: Other includes Rail, Package, Car Rental, and Cruise. 2015 and 2025 lodging figures based on global lodging room revenue from STR.
2025 Air and Other figures are estimates based on Phocuswright data. Source: STR, Phocuswright, Morgan Stanley Research
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OTAs play a key role in the current lodging booking ecosystem, influencing ~$220
billion out of ~$640 billion global lodging bookings or 35% ( Exhibit 27 ). On the ~
$200 billion in global lodging bookings through OTAs, we estimate that OTAs collect
~15%, or ~$30 billion ( Exhibit 28 ), in fees. Of this amount, Booking and Expedia likely
represent the vast majority.

Exhibit 27: Of the ~$640bn in 2025 global room revenue, ~$220bn stems from OTAs, a
number that has more than doubled over the past decade, with Booking and Expedia
making up the majority of global travel hotel bookings

Global Lodging Bookings ($bn) mBooking - Expedia m Other

i3
13

223

1% CAGR -

§78

2015 2025

&
2

m OTA Share of Booking

- |
a2

Non-0TA Share of Online
Booking

m Offline Booking

5223

$100

E

Global Travel Bookings through 0TAs - Hotels (Sbn)

$127

‘

Note: We use a 35% OTA share given that Phocuswright estimates an OTA share of one third of all hotel bookings. Source: Phocuswright,
Company data, Morgan Stanley Research

Hotel C-corps also influence substantial bookings, with the top seven public players
influencing ~$15 billion in room-related fees, or 70-75% of the total through direct
channels. Similar to the OTAs, the C-corps have also seen fees more than double in the
past decade ( Exhibit 28 ). Apart from COVID-impacted years, hotel C-corp fee growth
has been supported by a combination of LSD/MSD RevPAR and LSD/MSD net unit growth.
We believe the pathway to similar levels of fee growth over the next several years is
achievable.

Exhibit 28: In aggregate, OTAs and hotel C-corps have been able to grow fees at a
10%/8% CAGR over the past 10 years
wBooking  Expedia m Other EMAR ~HLT ®H =WH =CHH =IHG ® Accor

3§35 §160
$30

330

10% CAGR

8140
% CAGR
$120

$100
520

515

$10 I

Hotel-Related Fee Estimates ($bn)
Approx. Room-Related Fees in Billions (§)

z
=

$15

2015 2025 205 2025

Source: Company data, Morgan Stanley Research

Google also has a central role in the current ecosystem, accounting for $9-27 billion of
hotel-related search spend by our estimate. As Google has accounted for a large
percentage of search, advertising, and customer acquisition in the space, we estimate that
hotel industry spend on Google has grown at a high teens CAGR over the past 10 years. In
terms of exact figures, given the limited disclosure around Google share of OTA marketing
spend and hotel share of OTA businesses, we apply a range of assumptions around these
inputs to arrive at an estimate of OTA-related, branded hotel related, and independent
hotel related Google revenue ( Exhibit 29 ), which we peg at ~5% of Google's advertising
revenue. This is likely a pool of ad dollars that Meta's Muse will aim to capture in the



Morgan Stanley | researcw

INSIGHT

longer term, although near term we do not believe META plans to monetize the

transactions it drives within Muse in order to build out its partnership ecosystem.

Exhibit 29: We arrive at a relatively wide range of $9-27bn of spend by hotel industry
participants to Google, representing 4-12% of Google's Search and Other revenue...

Low Case  Base Case  High Case

OTA Performance Marketing Spend $15 $15 $15
x Google Share of OTA Marketing Spend 85% 90% 95%
=0TA Marketing Spend on Google $13.1 $13.9 $14.7
x Hotel Share of OTA Business 50% 60% 70%
=0TA Hotel-Google Revenue $6.6 $8.3 $10.3
Branded Hotels $1.1 $2.8 $6.8
Independent Hotels $1.7 $4.0 $9.5
Total $9.3 $15.1 $26.6
Total as % of Google Search & Other Rev. 4.1% 6.7% 11.8%
Total as % of Google Advertising Rev. 3.2% 5.1% 9.0%

Note: OTA marketing spend refers to Booking and Expedia only. Source: Company data, Morgan Stanley Research

Beyond Google, we estimate there is another $12-28 billion of marketing spend that
agentic Al may alter. This includes ~$1 billion of OTA spend, $6-16 billion of branded
hotel spend, and $5-12 billion of independent spend. The result is a $12-28 billion range of
non-Google related marketing spend, and a $22-55 billion range of total marketing spend
(Exhibit 30).

Exhibit 30: ...implying $12-28bn of total non-Google marketing spend and $22-55bn of
total marketing spend

Low Case  Base Case  High Case

Google-Related Spend $9.3 $15.1 $26.6
OTAs (Hotels) $6.6 $8.3 $10.3
Branded Hotels $1.1 $2.8 $6.8
Independent Hotels $1.7 $4.0 $9.5

Non-Google-Related Spend $12.3 $17.9 $28.0
OTAs (Hotels) $1.2 $0.9 $0.5
Branded Hotels $6.1 $9.5 $15.9
Independent Hotels $5.0 $§7.5 $11.6

Total Spend $21.6 $33.0 $54.6

Source: Company data, Morgan Stanley Research

Looking at the ecosystem from the perspective of hotel brands, independent hotels,
and hotel owners, we see potential for agentic Al to alter $90 billion of costs to book,
of which ~$40 billion is distribution-related and ~$45 billion is non-distribution-
related ( Exhibit 31). The rise of LLMs and agentic Al at a minimum could increase
fragmentation and lower costs associated with search while also changing the split of
economics throughout the chain (OTAs / Brands / etc.) as the determining factors for what
hotels are surfaced to consumers evolves from placement-driven to personalization-

oriented.
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Exhibit 31: Of the~$637bn in hotel room revenue generated in 2025, we estimate that ~
$40 billion, or ~6%, was paid annually to distribution, and ~$45 billion, or ~7%, was paid

for branding, marketing, loyalty, and other related fees — all of these line items could be

impacted by agentic.
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Note: Estimates based on publicly available data. Source: Company data, Morgan Stanley Research

The economic opportunity for agentic Al becomes clearer when viewed through the
lens of hotel owner economics. A guest may pay $200 for a hotel room, but the hotel
owner often retains materially less after paying OTA commissions, royalty fees, system
fees, loyalty fees, and/or independent brand marketing fees. Depending on the booking
channel, distribution and customer acquisition costs can consume 10-20% of gross room
revenue ( Exhibit 32 ). Within the context of these fees, agentic Al has the potential to
lower a hotel's reliance on OTAs, promote efficiencies at branded hotels that might spur
fee discounts, and lower marketing costs and other related costs at independent hotels.

Exhibit 32: ..and while branded hotels and independent hotels have different
components of costs to book, they have similar amounts of aggregate costs (11-16%
and 12-19%, respectively)

Branded Independent

Starting ADR 100% 100%
Royalty + Charge-Out Fees 9-13% 0%
Blended OTA Expense 2-3% 8-12%
Incremental Independent Fees 0% 4-7%
Net Retained 84-89% 81-88%

Note: Estimates based on publicly available data. Source: Company data, Morgan Stanley

Hotel booking is controlled by different participants at each stage, creating multiple
entry points for agentic Al. Today, Google drives discovery, OTAs such as Booking and
Expedia facilitate comparison and booking, and major hotel brands use loyalty programs
and direct relationships to drive repeat stays. Agentic Al could become a new layer across
this journey, helping travelers select destinations and hotels, compare prices and loyalty
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benefits, and ultimately book on their behalf. This could represent the third major shift in
hotel distribution, following the rise of OTAs as online travel aggregators and Google as

the dominant gateway for travel discovery.

Exhibit 33: In search-oriented hotel distribution, the framework of the past ~20 years,
the hotel booking timeline spans several key stages with different industry leaders. In
this emerging agentic Al era, Al agents may influence discovery, evaluation, and other
traveler decisions, which should have wide-ranging implications for all industry
participants

The Evolution of Hotel Distribution

f ERA1 |

The OTA Emergence
1990s - sarly 2000s

OTAs becoms the primary discovery and booking destinatio

@ —p —bhﬁﬂ

Traveler OTA Hotel
Booking com @ Expedia cic.

[ ERA2 |

The Search Era
early 2000s - 20205

Search becomes the starting paint: 0TAs compete for visibility & traffic

G)—»Q — & — B

Search Result & Ads OTA/Brand Hotel
{Googie) (0TAs, brands, Website
meta-search)
-
ERA 3_J
The Al Era

20205 and beyond

Al agents become a new declsion- supgort layer throughout the Journey

Traveler

Booking
(Maybe
completed
hara)
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How Agentic Al Might Impact the Status Quo

As we assess agentic Al's impact on the status quo, it is sensible to separate the
impact on leisure vs. business. This separation matters for two reasons. First, as we show
in Exhibit 34 , agentic Al should have a greater potential to reshape the leisure travel
process than the business travel process, given that leisure travel is less bound by specific
travel constraints / rules imposed by another party. For example, leisure travelers often
begin with a broad objective, such as planning a beach vacation or family trip, and must
sort through a large number of options before making a decision. Business travel is
somewhat different because travelers are often required to follow company travel policies
and book through approved channels, usually with a limited choice of hotels where
contracts have been signed. Even so, Al agents embedded within corporate travel
platforms could help automate hotel selection, booking and trip management while
remaining within policy guidelines. Second, C-corp exposures are far more skewed to

business than leisure compared to OTAs ( Exhibit 35 ), which are nearly all leisure.
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Exhibit 34: Agentic Al can more fully impact leisure travel, as business travel must often
comply with corporate policy and be booked within existing infrastructure

Leisure Travel Business Travel

Al can shape destination, dates,

Trip Planning / Inspiration budget & itinerary

Al searches a broad, open-ended

Hotel Discovery universe

Al navigates complex, subjective

Hotel Comparison trade-offs

Al can materially influence which

Hotel Selection .
hotel wins

Al can reshape which channel

LolElEechity captures the booking

Source: Morgan Stanley Research

Al can coordinate travel around
meetings, timing & policy

Al filters to the best compliant /
preferred options

Al optimizes across rate, location,
policy & traveler preferences

Al can increasingly make the choice
within corporate guardrails

Al can automate booking through
existing corporate infrastructure

Exhibit 35: Leisure exposure among C-corps in our coverage ranges from 40% to 70%

M Leisure Business m Other/ Group

o 80%
> 0

X %

= 70% 40% 43%
o o o 45%

-g 60% 33%

£ 50%

e

o

o

<

100%
13% 12%
oo =]

27% 30%
40%

21%

40%
30% N
20%  [Rakd 39% 7 % -
10%
0%
MAR  HLT  I1HG  AC

H WH CHH

Note: Approximate mixes based on recent management commentary on mix, which ranges from 2022-2026. Source: Company data, Morgan

Stanley Research

What is changing in leisure travel and where could disruption surface?

With respect to leisure travel, we see three main drivers behind the growth of agentic Al

adoption, which has been on the rise over the past several years ( Exhibit 36 ):

1. More personalized, easier trip planning. Al can use a traveler's preferences,

budget, and past behavior to recommend destinations, build itineraries, and

identify relevant booking options, reducing the time and effort required to plan a

trip.

2. A single interface for travel planning. Rather than navigating multiple search

engines, review sites, OTAs, and supplier websites, travelers could increasingly rely

on one Al interface to compare options and make recommendations across the

travel ecosystem.

3. Better support during the trip. Al can monitor flights, weather, reservations, and
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other trip details, helping travelers respond to disruptions and find relevant
activities, restaurants, and experiences while traveling.

Exhibit 36: Al adoption is on the rise in the leisure travel process
Used Al Platform to Plan a Vacation (Among Total)
mApr23 mSep'23 mMar24 mSep24 =Mar25 mSep25 =Mar'26

18% 17%
16%
14%
12%

10% god%

8%
5% 5‘9«?

5%;9; P
i i

ChatGPT Gemini Meta Al Perplexity Al Grok Any Al chatbot

4%
2%
0%

Source: AlphaWise, Morgan Stanley Research
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Exhibit 37: In the traditional ecosystem, leisure travelers either 1) use Google to book
through an OTA or hotel website, 2) book directly through an OTA, or 3) book directly
with a hotel website. In the new ecosystem, LLMs and Al agents may play a greater role
in leisure traveler search, comparison, recommendation, selection, booking, and/or

payment.
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What is changing in business travel and where could disruption surface?

In a similar vein, we see three main drivers behind the growth of agentic Al adoption in

business travel, where agentic Al is expected to have an increasingly important impact

(Exhibit 38):

1. Productivity through travel automation. Business travelers prioritize efficiency

and time savings. Agentic Al may autonomously coordinate flights, hotels, ground

transportation, meeting schedules, and expense preparation, reducing

administrative burden and allowing employees to focus on business objectives.

2. A centralized intelligent travel assistant. Business travelers often manage travel

across multiple booking tools, expense systems, corporate policies, and supplier

platforms. Agentic Al can serve as a unified travel assistant that understands
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company preferences, traveler habits, and trip objectives, providing a single
interface for planning, booking, managing, and modifying travel.

3. Proactive risk management and cost control. Agentic Al can continuously
monitor disruptions, safety concerns, policy requirements, and travel spend. It can
automatically recommend compliant alternatives, optimize costs, and help
organizations fulfill duty-of-care responsibilities while improving the traveler
experience.

Exhibit 38: Agentic Al is expected to play more of a role in business travel processes.

Expected Impact of Al Tools on Business Travel: April 2026 Survey

0% 5% 0% 5% 20% 5% 0% 5%

i Improve travel planning and trip management 33%
i Enable better integration with booking channels or platforms we use 33%

Help optimize travel budgets and spending 25%

Increase productivity during business trips 24%

Help identify better airline/hotel rates 24%
Help identify when in-person meetings are most valuable 5%
Reduce business travel 3%
Other 3%
No impact on business travel 14%

Source: AlphaWise, Morgan Stanley Research
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Exhibit 39: In the traditional ecosystem, business travelers leverage corporate booking
tools to then book through OTAs or hotel direct programs. In the new ecosystem, LLMs
and Al agents may be able to help find hotel options, recommend the best option(s),
and even book on behalf of business travelers, in accordance with corporate policies
and preferences.
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Source: Morgan Stanley Research

Al-generated referral traffic remains small today, but it provides an early indication of
how agentic Al may begin to influence travel demand over time. Early data indicates
that traffic originating from Al-powered platforms still represents only a small fraction of
total website visits for both OTAs and hotel brands ( Exhibit 40 ). As a result, Al is unlikely
to have a material impact on booking volumes in the near term. However, longer term, as
travelers begin using Al tools to research destinations, compare hotels, assess trade-offs
and navigate travel choices, Al-powered interfaces may become a more meaningful source
of influence within the customer-acquisition funnel. While it remains too early to draw
conclusions about the long-term impact on traditional search or existing distribution
channels, the emergence of Al-generated referrals provides an early indication that Al
agents are beginning to participate in parts of the traveler journey that have historically
been controlled by search engines, OTAs, and hotel brands.
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Exhibit 40: We see a continued upward trend of Al referral traffic from hotel brands. For

OTAs, the portion of Al referral traffic slightly declined around year-end 2025 and started
to revert back in 2Q26

——Brand OTA
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Source: SimilarWeb, Morgan Stanley Research
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Initial Insights from Al Prompts and Current Company
Strategies

What's in this section? First, we examine LLM search results, both by hotel type
(brand vs. independent) and link type (official site vs. OTA), from AlphaWise
analysis. Second, we highlight differences in how companies in our coverage have
positioned themselves so far amid the agentic Al distribution transition.

Key Takeaways: Compared with Google, generic LLM hotel searches feature fewer
OTA links and more direct hotel links, suggesting broader LLM adoption could
reduce OTA reliance; hotel brand loyalty also has greater impact than OTA loyalty.
Agentic Al positioning reflects the push to own the customer relationship, with
Marriott/Booking placing greater emphasis on it than Wyndham/Choice/Expedia.

AlphaWise-Related Takeaways

As a search era baseline, Google tends to surface mostly independent hotel options
and OTA links. For a generic hotel search, across various cities, Google returns 50% or
more OTA links each time. Consequently, given independent hotels' heavier reliance on
OTAs vs. brands, it makes sense that the distribution of hotel type in these results tends
to skew independent.

Exhibit 41: While results vary considerably by individual city, we see independent hotel
listings surface more frequently in aggregate on Google than branded hotels and OTA
links come up more than official site links

Google: Hotel Type and Link Type Results

100%
90%
80%
70% 59%

10%

60%
50% 78%
40%
30%
20%
10%

0%

Hotel Type Link Type
mBrand = Independent m Official Site = OTA Link = Other

Note: For links with multiple listings, we take the hotel type of the top listing. Other includes websites like blogs. Aggregate results across Dallas,
Denver, Las Vegas, Los Angeles, Marco Island, Minneapolis, New York City, and Virginia Beach. Source: Google, Morgan Stanley Research

As an agentic Al era baseline, LLMs tend to surface more Brand.com links and branded
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hotels vs. the Google results. For the same prompt, this LLM returns 50% or more
Brand.com links most of the time. In turn, as we might expect, branded hotels tend to

surface more than independent hotels.

Exhibit 42: Again, results vary considerably by individual city, but we generally see the
opposite outcome vs. Google search. That is, branded hotels surface more than
independent hotels and Brand.com links surface more than OTA links.

LLM: Hotel Type and Link Type Results

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

13%

Hotel Type Link Type
m Brand Independent m Official Site OTA Link = Other

Note: For links with multiple listings, we take the hotel type of the top listing. Other includes websites like blogs. Aggregate results across Dallas,
Denver, Las Vegas, Los Angeles, Marco Island, Minneapolis, New York City, and Virginia Beach. Source: Google, Morgan Stanley Research.
Within the LLM search, we then used the following prompt add-ons to test for how
materially they might change the initial output ( Exhibit 43 ). These add-ons are a list of
20+ factors that could materially change what hotel suggestions are surfaced by Al

platforms.
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Exhibit 43: Our prompt add-ons spanned conventionally top-of-mind booking

considerations to outright statements of preferences for brands and independents...

#
1

20

21

22

23

Factor

Location

Price / Value
Cleanliness

Reviews & Ratings
Room Comfort
Safety & Security
Wi-Fi Quality

Free Breakfast
Flexible Cancellation
Amenities

Service Quality
Room Size

Dining Options

Easy Check-In
Accurate Photos
Family Friendliness
Business Features
Pet Friendliness
Design & Atmosphere

Social Media Appeal

Brand Preference Flexibility

Prefer Independent

Prefer Brand

Source: Morgan Stanley Research

Prompt
“Find hotels in a convenient, central location near attractions, transit, and safe
areas.”

“Recommend hotels with the best balance of price, quality, and value.”

“Only show hotels with excellent cleanliness ratings and spotless recent reviews.”
“Prioritize hotels with high ratings and strong recent guest feedback.”

“Find hotels known for comfortable beds, quiet rooms, and good sleep quality.”
“Recommend hotels in safe neighborhoods with strong security measures.”
“Only include hotels with fast, reliable Wi-Fi suitable for work and streaming.”
“Find hotels that include a high-quality complimentary breakfast.”

“Prioritize hotels with flexible cancellation and refund policies.”

“Find hotels with excellent amenities like pools, gyms, spas, or lounges.”

“Only show hotels with exceptional customer service and responsive staff.”
“Find hotels with spacious rooms and comfortable layouts.”

“Recommend hotels with strong dining options and nearby restaurants.”

“Find hotels with smooth check-in/check-out and mobile options.”

“Only show hotels whose photos accurately reflect reality.”

“Recommend family-friendly hotels with kid-friendly amenities.”

“Find hotels optimized for business travelers with workspaces and meeting
facilities.”

“Find pet-friendly hotels with convenient pet policies.”
“Recommend hotels with beautiful design and unique atmosphere.”

“Find visually appealing hotels popular on social media.”

“I'm open to both branded hotel chains and independent boutique hotels. Prioritize
overall quality, experience, and value over brand affiliation.”

“Prioritize unique independent or boutique hotels over large hotel chains when
quality is comparable.”

“Prioritize large hotel chains over unique independent or boutique hotels when
quality is comparable.”

While multiple add-ons spurred meaningful shifts in output vs. baseline across

different cities, we highlight loyalty membership as having the most consistently

material impact on results. For example, across cities, when we added to the baseline

prompt that the traveler is a loyalty member of a specific hotel brand (e.g., Marriott), all

hotel type results were branded and all link results were official site links ( Exhibit 44 ). In

a similar exercise in which we mentioned loyalty to Booking or Expedia, the links surfaced
shifted from ~100% official hotel site links to 100% OTA links ( Exhibit 45).
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Exhibit 44: The impactful nature of the loyalty prompt add-on applied not only to
mentions of hotel brand loyalty...

Impact of Hotel Brand Loyalty Prompts on Hotel Type and Link Type Results in LLM

Hotel Type Link Type
100% 4%

90%
80%
70%
60%
50%
40%
30%

13%

100% 97%

20%
10%

0%

LLM LLM + Brand LLM LLM + Brand
mBrand  Independent m Official Site = OTA Site = Other

Note: Aggregate results across Dallas, Denver, Las Vegas, Los Angeles, Marco Island, Minneapolis, New York City, and Virginia Beach. Source:
Morgan Stanley Research

Exhibit 45: ..but also to mentions of OTA loyalty

Impact of OTA Loyalty Prompts on Hotel Type and Link Type Results in LLM
Hotel Type Link Type

100% 4%
N\

-
90% 19% 20%

80%
70%
60%
50%
40%
30%

100%

20%
10%

0%
LLM LLM + OTA LLM LLM + OTA

m Brand Independent  m Official Site = OTA Site = Other

Note: Aggregate results across Dallas, Denver, Las Vegas, Los Angeles, Marco Island, Minneapolis, New York City, and Virginia Beach. Source:
Morgan Stanley Research

The influence of loyalty membership in surfacing results is about equally important
across different hotel brands and OTAs ( Exhibit 46 and Exhibit 47). In terms of hotel
brands, a mention of loyalty membership for every brand was enough to shift results to
100% branded hotels and 100% official site links. In terms of OTAs, a mention of loyalty
membership of Booking or Expedia shifted hotel type results to a similar degree from the
baseline (i.e., a mention of either was enough to surface a 5-10% higher mix of
independent hotels) and equally resulted in 100% OTA link surfacing.
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Exhibit 46: The relative shifts in hotel type results across hotel brands and OTAs were
roughly equal across the board...

Impact of Loyalty Prompts on Hotel Type Surfacing, by Company Loyalty Program

100%

90% 13%

80%

70% 5%

60%

50% 100% 100% 100% 100% 100%
%

40% &

30%

20% 41%

10%

Google LLM LLM + LLM + LLM + LLM + LLM + LLM + LLM +
Marriott Hilton Hyatt ~ Wyndham  Choice Booking  Expedia

mBrand  Independent

Note: Aggregate results across Dallas, Denver, Las Vegas, Los Angeles, Marco Island, Minneapolis, New York City, and Virginia Beach. Source:
Morgan Stanley Research

Exhibit 47: ..and the same can be said of link type results

Impact of Loyalty Prompts on Link Type Surfacing, by Company Loyalty Program

100% -
10%
90%
80%
70%
60%
50% 8% 0% 100% 100% 100% 100% 100% 100% 100%
40%
30%
20%
10%
13%
0%
LLM

LLM + LLM + LLM + LLM + LLM + LLM + LLM +
Marriott Hilton Hyatt ~ Wyndham  Choice Booking  Expedia

m Official Site = OTA Site = Other

Google

Note: Aggregate results across Dallas, Denver, Las Vegas, Los Angeles, Marco Island, Minneapolis, New York City, and Virginia Beach. Source:
Morgan Stanley Research

Assessing the relative importance of hotel brand loyalty vs. OTA loyalty, we see that
hotel brand loyalty appears to matter more when surfacing results on this LLM. We
also looked at cases of result distributions upon mentioning both loyalty membership of a
hotel brand and loyalty membership of an OTA. In terms of hotel results, relative to the
baseline case of 87% branded hotel results with no mention of loyalty, prompts
mentioning both hotel brand loyalty and OTA loyalty still yielded results that were
significantly skewed toward branded hotels ( Exhibit 48 ). In terms of links, relative to the
base case of no mention of loyalty, it appears that hotel brand loyalty mentions influence

the link distribution more than OTA loyalty mentions.
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Exhibit 48: Results from prompts that mention both hotel brand loyalty and OTA loyalty
still skew heavily to branded hotels and official sites

Impact of Brand x OTA Loyalty Prompts on Hotel Type and Link Type Results in LLM

Hotel Type Link Type
100% %

13%

90%
80%
70%
60%
50%
40%
30%
20%
10%

0%
LLM + Brand and OTA LLM LLM + Brand and OTA
mBrand  Independent m Official Site = OTASite = Other

Note: Aggregate results across Dallas, Las Vegas, and New York City. Source: Morgan Stanley Research.

Moreover, the cross section of hotel brand loyalty and OTA loyalty prompt mentions
suggests differences in hotel brand strength. In terms of hotel type results, searches
with Marriott, Hilton, and Hyatt loyalty mentions surfaced predominantly branded hotel
results, even when Booking or Expedia loyalty was also mentioned ( Exhibit 49 ). By
contrast, searches with Wyndham and Choice loyalty mentions, paired with Booking and
Expedia mentions, still produced results that skewed to branded hotels, but below the
LLM baseline (i.e., prompt with no mention of loyalty). The distribution of hotel link
results with these loyalty cross sections yielded similar results ( Exhibit 50 ).

Exhibit 49: Mentions of MAR, HLT, and H loyalty alongside BKNG/EXPE loyalty yield
hotel results that still skew significantly toward branded hotels, with WH and CHH
loyalty mentions (alongside BKNG/EXPE loyalty mentions) yielding branded hotel
results below the LLM baseline mix...

Hotel Type Surfaced by Brand + OTA Loyalty Prompt
100% g
10% i 10% 10% B
90%
27%
80%
50%
: I
88%

70%

13%

27%
36%

60%
50%
40%
30%
20%
10%

Google LLM LLM + MAR LLM+HLT LLM+H+ LLM+WH + LLM + CHH LLM + MAR LLM+HLT LLM+H+ LLM+WH + LLM + CHH
+BKNG  +BKNG BKNG BKNG +BKNG +EXPE +EXPE EXPE EXPE +EXPE

0%

mBrand  Independent

Note: Aggregate results across Dallas, Las Vegas, and New York City. Source: Morgan Stanley Research.
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Exhibit 50: ..and a similar dynamic can be observed with link type distribution

100%
10%

90%

80%

70%

60%
50% 78%

40%

Official Site vs OTA by Brand + OTA Loyalty Prompt
30%
20%

5%
1% 10%
15% 17%
27% 29%
42%
61%
9 o 95%
89% o 90% s
73% %
58%
39%
10%
13%
0%

Google LLM LLM + MARLLM +HLT+ LLM+H+ LLM+WH + LLM + CHH LLM + MAR LLM+HLT+ LLM+H+ LLM+WH + LLM + CHH
+BKNG BKNG BKNG BKNG +BKNG +EXPE EXPE EXPE EXPE +EXPE

m Official Site = OTA Site = Other

Note: Aggregate results across Dallas, Las Vegas, and New York City. Source: Morgan Stanley Research

Turning to Europe, we also see 1) an LLM results skew to official site links, 2) the
importance of loyalty (both hotel brand loyalty and OTA loyalty), and 3) hotel brand
loyalty having a more pronounced influence on LLM search results than OTA loyalty

( Exhibit 51 and Exhibit 52 ). In our simulation of results of a European traveler
searching for hotels in European destinations (e.g., London, Nice, Florence), we note that
the distribution of link results was especially sensitive to loyalty mentions. Hotel type also
exhibited sensitivity but Europe's higher concentration of independent hotels vs. the US

makes for a meaningfully different lodging option set.

Exhibit 51: In Europe, which skews more to independent hotels vs. the US, the
European LLM output is similar to Search in terms of hotel type. Compared to the US,
the European LLM output also shows a shift toward more direct, but more muted than

the US.
Google vs LLM Results for European Destinations
Hotel Type Link Type
100%
90% 26%
80%
70% 58%
60% 83% 83%
50%
40% 74%
30%
33%
20%
8%
0%
Google LLM Google
mBrand  Independent m Official Site = OTA Link S

Note: Aggregate results across London, Nice, and Florence. Source: Google, Morgan Stanley Research.
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Exhibit 52: Like US results, Europe results for the LLM are also strongly influenced by
hotel brand loyalty and OTA loyalty, with hotel brand loyalty proving more influential

Impact of Loyalty Prompts on Hotel Type and Link Type Results in LLM for European
Destinations

100% Hotel Type Link Type
b
90%
80%
70%
60%
50% 100% 99% 100% 100%
40%
30%
20%
10% 17/0
0%
LLM LLM +Brand LLM+OTA LLM +Brand LLM +Brand LLM+OTA LLM +Brand
and OTA and OTA

= Brand Independent m Official Site = OTA Site = Other

Note: Aggregate results across London, Nice, and Florence. Source: Google, Morgan Stanley Research.

What Are Companies Doing? What Are the Initial Outcomes?

Given the potential material ramifications of agentic Al on the travel distribution
ecosystem, we review the strategies currently being deployed by brands, OTAs, and
Google.

Brand Strategies

We start with brands, who, while positioned to likely be net beneficiaries, also
acknowledge risks involved with agentic Al. We also stress the importance of not looking
at the impact of agentic Al on brands uniformly, given differences in brands' room network
sizes, loyalty programs, and willingness to share inventory with LLMs. That is, in essence,
we expect some c-corps to lean on LLMs as external parties and give up varying degrees of
data vs. others who may be more guarded with what they share and try to influence LLMs
while developing their own internal capabilities. What is more universal across brands is 1)
Al platforms have yet to establish a clear monetization model, with advertising, referral
fees, and transaction-based economics and 2) hotel brands have generally invested in Al
software capabilities rather than paying Al platforms for customer acquisition.

Agentic Al could emerge as a new distribution layer for hotels: Brands increasingly view
Al agents and LLM-powered interfaces as potential demand-generation and booking
channels that could influence traveler discovery and booking behavior, creating an
opportunity to drive more traffic toward direct booking channels (e.g., LLM app launches
as seen in Exhibit 53)

Brands differ in how they are approaching agent-driven distribution: Wyndham and
Choice appear more willing to enable Al-driven discovery and booking experiences, while
Marriott and Hilton have emphasized preserving ownership of the customer relationship,
loyalty ecosystem, and first-party data. Accor, Hyatt, and IHG appear to sit between these
approaches ( Exhibit 53 and Exhibit 54 ).

OTA disruption appears limited in the near term: Brands continue to view OTAs as
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important distribution partners, and no major hotel company has indicated an intent to
materially reduce OTA participation. Over time, however, Al agents could assume some of

the discovery and comparison functions currently performed by OTAs.

Exhibit 53: The large brands are likely to prioritize partnerships that preserve their direct
guest relationships, while Wyndham and Choice are more likely to prioritize partnerships
that expand distribution and drive incremental demand

Company Al Distribution Posture Notes

WH Wide open, multiple LLMs Multlple thlrd-_par}y A_I integrations since ‘25 (latest Aug ‘26); Al framed as
incremental distribution and owner ROI

CHH Wide open, checkout included Rl search pfmner with GOQgIe Pay checkout (Aug 2§); Al ad pilot; AWS-led
Al across discovery, booking and channel optimization

. Third-party Al app live (Jan ‘26); open to third-party discovery, but
AC Open, but keeps the booking bookings route through ALL Accor
H Balanced Third-party Al app live (by Feb ‘26), plus native natural-language search on

Hyatt.com

Third-party Al app live (Jun ‘26) and Al search partner (Aug ‘26); owned
conversational search (US beta, Jul ‘26); external Al framed as
complementary

Works with multiple Al search and assistant providers, including a

HLT Direct-first, loyalty-led connector in development; points bookings redirect to Hilton.com;
stresses direct, loyalty-driven relationships

Open, with owned channels

HG alongside

Ask Bonvoy (Jun ‘26); Al search partner (Aug ‘26); Al ad pilot; stresses

MAR DI T A direct booking and the Bonvoy relationship

Source: Company data, Morgan Stanley Research

Exhibit 54: We see Wyndham and Choice as generally more willing to accept another
distribution channel (LLMs) for its potential to bring in profitable new bookings for
franchise owners, even if said new guests may be less willing to join loyalty programs

—e—More Al Inventory Sharing (LHS) More Control of Customer Relationship and Data (RHS)

More Al Inventory Sharing
More Control of Customer Relationship and Data

WH CHH ACC H IHG HLT MAR

Note: Scores are subjective and based on management commentary and company updates. Source: Company data, Morgan Stanley Research
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OTA Strategies

Expedia and Booking.com were launch partners for LLM apps in October 2025. Both
have since expanded into other Al interfaces, including Google's agentic hotel-booking
efforts. Both BKNG and EXPE derive 60-70% of traffic from direct channels, which
represent the most valuable part of their businesses given the associated customer
relationship, repeat behavior, loyalty engagement, and lower acquisition costs. To the
extent agentic Al shifts the starting point for travel discovery away from OTA apps and
websites toward third-party interfaces, both Booking and Expedia could therefore face
meaningful pressure on direct traffic and customer ownership.

We see a big distinction in the quality and differentiation of the supply each platform
brings to an agentic ecosystem. BKNG is better positioned, in our view, because roughly
90% of its lodging inventory consists of independent, boutique, and small-chain
properties. That fragmented supply is more difficult to aggregate, normalize, merchandise,
and understand than standardized inventory, and BKNG has accumulated substantial
proprietary insight into that supply through years of customer interactions, conversion
data, reviews, pricing, availability, payments, and servicing. As Al agents become more
important in helping travelers identify the best property for a specific trip, we believe that
differentiated inventory and data will become increasingly valuable, both in improving
BKNG's own on-platform experience and in making BKNG an important source of supply
and intelligence for third-party agentic interfaces. EXPE is exposed to many of the same
risks around direct traffic, but a greater portion of its business is tied to more
standardized or commoditized travel supply, including air and large-chain hotels. Those
categories may be easier for Al platforms to compare and access across multiple sources,
potentially limiting the degree to which EXPE's inventory itself creates a differentiated
advantage. While EXPE's B2B capabilities remain an important part of its business, we
would not view B2B as providing a structural offset to the loss of direct consumer
engagement or as making EXPE inherently better positioned in an agentic-Al world.

Put together, agentic Al should pose a more nuanced risk to the OTAs than
disintermediation. The key question is whether consumers continue to begin and
increasingly complete their travel journeys directly within OTA ecosystems. If that
behavior weakens, both companies risk losing some of their highest-value traffic. However,
we believe BKNG's differentiated lodging supply, particularly its depth in independent and
boutique properties, together with the data and merchandising capabilities built around
that inventory, gives it a stronger ability to remain relevant, extract value, and deliver a
differentiated travel experience as discovery becomes more agentic.
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Exhibit 55: BKNG's in-app agent has personalized recommendation capabilities such as
building itineraries and providing specific information about listings... and we look for
tools like this to continue to improve and scale:

Al chat (beta)

Al chat (bata) £ Al chat (beta)

Hotel Al Codega

ek b

US$1,046

Day 1: Arrival and Exploring

Continue plann
= the Heart of Venice

Why Booking.com?

(5

Day 2: Art and Culture

Source: Company data, Morgan Stanley Research

Exhibit 56: Early agentic flows looked similar to paid search rather than full OTA
disintermediation:

1. User Enters Search Query on Google [ 4. User Makes Selections

Sercotel Hotel Rosellon
ok [ Genks

5/ hotels in barcelona near sagrada familia x 4 & Q o

2. Google Displays Sponsored Results

Pt barseiors e s Farmoka x & @a

Sponsored results

a

Hotels near Sagrada Familia

- i
o i
Booking com - Sagrada Familia | Booking com - Resort
s g i 8 ; Sercotel Hotel Rosellon
o Torght. Bk el B A ore e
Check Check=out

4 Booking.com

Fri, Jun 5, 2026 Meon, Jun B, 2026

Search resorts in
Sagrada Familia

$1,016.24

Source: Company data, Morgan Stanley Research
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Exhibit 57: If OTAs can create highly effective agents and continue increasing direct
traffic mix, unit economics are attractive, just like the traditional paid search model:

1. OTAs Bid on Ads in Paid Search to Win Traffic/Transactions LI DataiRelargan;%;‘;l‘:\sl?{el: LU Al S

n Booking.com
John, have you booked your flight to France yet?

p Check our exclusive deals on our app!
“hotels in south france” _ Xeyword Match

. - I Cheap hotelsin |
south france hotels’ | .
“beach vacation france” A
Sponsored:
Stay at the Best Hotels in the 4. OTAs Generate a Majority of EBITDA Through Direct Traffic
South of France!
2, Travelers Book Through the OTAs, Which Capture User and j
Purchase Data

Direct Traffic Economics

n User Pays OTA

Paid Search Economics

n User Pays OTA

You're Booked!

'
'
i
]
I
|
|
1
Hotel Belle Plage l i
‘OTA Pays Search Player :
Check-in Guests for Keyword Bids '
Fri, Jun 5, 2026 - Mon, | 2 Adults '
Jun 8, 2026 !
Contact Information Payment 1 ~4% [:mrl:)hul:?n Margin E ~12%;}ﬁnnf1lr)|bubt‘mn Margin
John Smith $574.13 (rotbente), festoney
(XXX) XXX-XHXX Paid to Booking.com via Apple Pay '

Source: Company data, Morgan Stanley Research

Google

GOOGL Is Moving Further Down the Travel Funnel: At I/O '26, GOOGL showcased
Gemini Spark and Canvas itinerary planning, with BKNG/EXPE among announced
partners...setting the table for more personalized, actionable travel experiences. More
recently, GOOGL began rolling out hotel booking within Al Mode in the U.S., bringing
property comparison, room selection and Google Pay checkout into one conversation,
with partners spanning BKNG/EXPE and hotel brands including MAR/HLT/IHG/WH/CHH.
Importantly, hotels/OTAs remain merchants of record and handle customer service,
preserving their fulfillment role even as more of the consumer interaction stays within
GOOGL. New Al Mode ad tests and plans to extend Direct Offers to travel also provide a
path to monetize these interactions as adoption scales. We see GOOGL's leading
distribution and data as important advantages, but product execution and adoption remain
key ... as competing agents capturing commercial behavior could pressure Search

monetization.


https://blog.google/products-and-platforms/products/search/book-travel-ai-mode/
https://blog.google/products/ads-commerce/google-marketing-live-search-ads/
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Exhibit 58: We Believe Current "Effective Search Take Rates" Are 5-10X Higher than
Where We Could See Early Agentic Commission Offerings...

80%
70%
. 60% Assume Industry
= Average of ~33%
O 50%
E’ 40%
% 40%
®
T 30% ®
g
2 20%
10% 20% 9%
° T
0% 30,
Agentic Est.
Cost per Click Transaction Take
Rate

Source: Company data, Morgan Stanley Research

Consider that we estimate current search per transaction "effective take rates" (ad spend
as a percent of GMV) are 5-10X higher than potential early agentic take rate offerings
(~33% for search vs single digits for agent offerings). We acknowledge the rates may
change and expect all agentic players to layer in paid ads within agentic results too...
which could close some of this gap. But this monetization gap is material.

Exhibit 59: ..But 80%+ of Retailer Online Traffic is Still Free, so an Agentic Traffic Shift
Toward Paid Channels Can Offset Lower Take Rates. A 500bp Shift in Direct/Unpaid
Retailer Traffic Toward Paid Channels Can offset a 1,400 bp Decline in Net Effective

Take Rate
100% S
0% 6%
T%
o] : : mEmail % Change in Search E-commerce Revenue
o | : = Display
60% : 1  Referrals
]
50% I 1 m Social 500 bps
I
0% . : uPaid 1000 bps 151% 97% 4% -10% -64%
| I Organic 1500 bps 226% 157% 87% 17% -53%
a0 : 54% I o Dk 2000 bps 302% 216% 130% 4% -42%
20% | : 2500 bps 377% 275% 173% T1% -31%
10% : i
]
[ | —— l

Source: Company data, Morgan Stanley Research

This speaks to the importance that Alphabet continues shipping next gen products and
agentic offerings across its leading corpuses of users (and leverages its leading data) to
stay at the top of the agentic funnel... and drive more transactions for advertisers. But as
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a further offset, consider that 80%+ of retailer online traffic is still unpaid/direct. We
expect this to fall over time from agentic offerings ... and our sensitivity shows how
shifting unpaid traffic toward paid commission traffic can offset lower "per transaction
take rates." As an example, a 500bp shift in unpaid traffic toward paid channels can
offset a 1,400bp decline in effective take rates. But, it would require a 3,800bp shift in
unpaid toward paid channels to make GOOGL break even at a 5% take rate. This again
speaks to how retailers need to be focused on incrementality, transaction profitability and
preserving their high margin direct business ... because Alphabet's incentive to use its
next generation agents to eat into its high margin direct business is likely to only grow
over time.
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Implications of Al Findings for Distribution and Fees

What's in this section? We contextualize the findings from the AlphaWise data in
terms of implications for lower distribution costs.

Key Takeaways: More widespread agentic Al usage could lower distribution costs,
at least initially, through 1) increased top-of-funnel competition, 2) mix shift to
direct, and 3) more efficient marketing spend. While independents have more to
gain given higher OTA and marketing costs, our AlphaWise analysis suggests
brands may capture more of the benefit given greater branded hotel and official-
site surfacing on LLMs vs. Google Search. These outcomes may not be mutually
exclusive as we anticipate both large branded hotels could take share via loyalty
AND small independents gain exposure & bolster bigger OTAs via experiences
winning — the result is pressure in the middle.

Independent Hotels Would Benefit More Than Branded Hotels from Lower OTA Costs

Related to Lower Booking Mix and/or Commission Rate...

The OTA sensitivity analysis shows a margin sensitivity gap between a typical branded and
a typical independent hotel driven largely by OTA booking mix. Because independent
hotels tend to see far more bookings through OTAs than branded hotels, independent
hotels carry substantially more margin exposure to the same percentage point move.

e For branded hotels, every 100bps change in OTA commission rate moves margin by
approximately 14bps

e For branded hotels, every 100bps change in OTA booking mix moves margin by
approximately 12bps

e Forindependent hotels, every 100bps change in OTA commission rate moves
margin by approximately 25bps

¢ Forindependent hotels, every 100bps change in OTA booking mix moves margin

by approximately 20bps
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Exhibit 60: Branded hotels can see a 12-14bps margin benefit from 100bps OTA mix
shifts or commission rate shifts...

Mix - Branded
26.2% 26.0% 25.9% 25.7% 25.6% 25.4% 25.2%
26.1% 25.9% 25.7% 25.5% 25.3% 25.1% 24.9%
26.0% 25.7% 25.5% 25.2% 25.0% 24.8% 24.5%
25.8% 25.6% 25.3% 24.7% 24.4% 24.2%
25.7% 25.4% 25.1% 24.8% 24.4% 24.1% 23.8%
25.6% 25.2% 24.9% 24.5% 24.2% 23.8% 23.4%
25.5% 25.1% 24.7% 24.3% 23.9% 235% | 231%
OTA Commission Rate - Branded —

Mix - Branded
+120bps  +104bps  +88bps  +72bps  +56bps  +40bps = +24 bps
+108bps  +88bps  +68bps  +48bps  +28bps  +8bps -12 bps
+96bps  +72bps  +48bps  +24 bps 0 bps -24 bps -48 bps
+84bps  +56bps  +28 bps -28 bps -56 bps -84 bps
+72bps  +40 bps +8 bps -24 bps -56bps  -88bps  -120 bps
+60bps  +24bps  -12bps  -48bps  -84bps  -120bps = -156 bps
+48bps  +8bps -32bps  -72bps  -112bps  -152bps | -192bps
Source: Morgan Stanley Research

Exhibit 61: ...while independent hotels can see an even bigger margin benefit at 20-

25bps

Mix - Indep.
24.6% 24.4% 24.2% 24.0% 23.8% 23.6% 23.4%
23.9% 23.6% 23.3% 23.0% 22.7% 22.4% 22.1%
23.2% 22.8% 22.4% 22.0% 21.6% 21.2% 20.8%
225%  22.0%  21.5% 205%  20.0%  19.5%
21.8% 21.2% 20.6% 20.0% 19.4% 18.8% 18.2%
21.1% 20.4% 19.7% 19.0% 18.3% 17.6% 16.9%
20.4% 19.6% 18.8% 18.0% 17.2% 16.4%  15.6%

OTA Booking OTA Commission Rate - Indep. —
+360 bps  +340bps +320bps +300bps +280 bps +260 bps  +240 bps
+290bps  +260bps +230bps +200bps +170bps +140bps  +110 bps
+220bps +180bps +140bps +100bps +60bps  +20bps  -20 bps
+150bps  +100bps  +50 bps -50bps  -100bps  -150 bps
+80bps  +20bps  -40bps  -100bps -160bps -220bps  -280 bps
+10bps ~ -60bps  -130bps -200bps -270bps  -340bps  -410 bps
-60bps  -140bps  -220bps  -300bps  -380bps  -460 bps | -540bps |
Source: Morgan Stanley Research

...and Independent Hotels Would Benefit More Than Branded Hotels from Lower Marketing
Costs...

The marketing sensitivity analysis shows a margin sensitivity gap between branded and
independent hotels, driven largely by the level of paid digital acquisition spend rather than
by the Google-to-LLM cost differential itself. Because independent hotels spend far more
on paid digital acquisition as a share of revenue than branded hotels, independent hotels
carry more margin exposure to a given shift in marketing cost efficiency, even though both
hotel types show the same dollar-for-dollar sensitivity to spend level itself.

* For branded hotels, every 100bps change in marketing cost efficiency (Google vs.



Morgan Stanley | researcw

LLM) moves margin by approximately 2bps

INSIGHT

e For branded hotels, every 100bps change in paid digital acquisition spend level

moves margin by approximately 100bps

¢ For independent hotels, every 100bps change in marketing cost efficiency moves

margin by approximately 6bps

e Forindependent hotels, every 100bps change in paid digital acquisition spend level

moves margin by approximately 100bps

Exhibit 62: Branded hotels can see a 2-100bps margin benefit from marketing spend
shifts...
d Digital Acq.

Spend
% of Rev
0.5%

26.6%

1.0% 26.2% 26.1%
1.5% 25.8% 25.7%
2.0% 25.4% 25.2%
2.5% 25.0% 24.8%
3.0% 24.6% 24.3%
3.5% 24.2% 23.9%

26.6%

26.1% 26.0%
25.6% 25.5%
2513
24.6% 24.5%
24.2% 24.0%
23.7% 23.5%

26.0%
25.4%
24.9%
24.4%
23.9%
23.3%

26.5%
25.9%
25.4%
24.8%
24.3%
23.7%
23.2%

Marketing Spend Needed for Same Bookings - Branded, vs. Today —

% Less | No Change
26.5% 26.5% 26.5%

26.4%
25.8%
25.2%
24.6%
24.0%
23.4%

Paid Digital Acq. Marketing Spend Needed for Same Bookings - Branded, vs. Today —

Spend
(% of Rev)

+160bps  +155bps  +153bps  +150bps  +148 bps
+120bps  +110bps  +105bps  +100bps  +95 bps
+80bps  +65bps  +58bps  +50bps  +43bps
+40bps  +20bps  +10bps -10 bps

-0 bps -25 bps -38 bps -50bps  -63 bps

-40bps ~ -70bps  -85bps  -100bps  -115bps
-80bps  -115bps  -133bps  -150bps  -168 bps

Source: Morgan Stanley Research

+145 bps
+90 bps
+35 bps
-20 bps

-75 bps

-130 bps
-185 bps

+140 bps
+80 bps
+20 bps
-40 bps
-100 bps
-160 bps

Exhibit 63: ...while independent hotels can see a slightly higher margin benefit at 6-

100bps

(% of Rev) - Indep.

3.0 24.6%
4.0% 23.8%
5.0% 23.0%
6.0% 22.2%
7.0% 21.4%
8.0% 20.6%
9.0% 19.8%

24.3%
23.4%
22.5%
21.6%
20.7%
19.8%
18.9%

24.2%
23.2%
22.3%
21.3%
20.4%
19.4%
18.5%

Paid Digital Acq. Spend Marketing Spend Needed for Same Bookings - Indep., vs. Today —
24.0%

23.9% 23.7% 23.4%
23.0% 22.8% 22.6% 22.2%
22.0% 21.8% 21.5% 21.0%
207%  20.4% 19.8%
20.0% 19.7% 19.3% 18.6%
19.0% 18.6% 18.2% 17.4%
18.0% 17.6% 17.1% | 16.2%

Paid Digital Acq. Spend Marketing Spend Needed for Same Bookings - Indep., vs. Today —

(% of Rev.) - Indep.

3.0% +360 bps
4.0% +280 bps
5.0% +200 bps
6.0% +120 bps
7.0% +40 bps
8.0% -40 bps

9.0% -120 bps

w
o
g
[}
@
=
S
8
[}
3
)
5
=5
@D
2
pe)
[0}
2
@
8
(e}
-0

+330 bps
+240 bps
+150 bps
+60 bps
-30 bps
-120 bps
-210 bps

+315 bps
+220 bps
+125 bps
+30 bps
-65 bps
-160 bps
-255 bps

+300 bps  +285 bps
+200 bps  +180 bps
+100 bps  +75 bps
30 bps
-100 bps ~ -135bps
-200 bps  -240 bps
-300bps  -345bps

+270 bps
+160 bps
+50 bps
-60 bps
-170 bps
-280 bps
-390 bps

+240 bps
+120 bps
0 bps
-120 bps
-240 bps
-360 bps
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...but Branded Hotels Can Better Execute on Effectuating These Changes...

As we established in the previous section, branded hotels and Brand.com links more
frequently surface on LLMs, which is conducive to lower reliance on OTAs and digital ad

spend.

Hotel brands' loyalty programs underpin the branded hotel and Brand.com link
frequency and have grown materially since pre-COVID, though the hierarchy of loyalty
program size remains roughly the same. Over the last six years, hotel C-corps have
executed on their shared goal of increasing their loyalty membership size, with some hotel
loyalty programs even doubling in size. Hotel C-corps have grown said loyalty programs
by making membership free and immediately valuable through member-only rates and
benefits, while using loyalty to drive direct bookings and reduce reliance on OTAs. co-
branded credit cards and partnerships have further expanded engagement beyond hotel
stays and created an increasingly important, high-margin, asset-light profit stream.

While the OTAs have not disclosed exact loyalty member counts, loyalty programs
continue to grow. BKNG and EXPE loyalty programs have been growing with BKNG's
Genius level 2 and 3 members making up >30% of Booking.com's active traveler base and
a high-50s% share of room nights, both up y/y in 2Q26. Similarly, EXPE's active loyalty
members increased ~LSD% in 2Q26 with faster growth in higher tiers.

Exhibit 64: C-corps continue to increase their loyalty membership base over time

300

271
243
o 250
S
Z 200
£
> 160
1 141
2 150 122
[5 115
g 103 100
> 100 81 77
=§, 64 63
3 44
0
MAR HLT IHG WH Accor CHH H

w2025 =2019
Source: Company data, Morgan Stanley Research

In turn, hotel REITs with the highest exposure to the hotel brands (MAR/HLT/H) with
high LLM surfacing characteristics should be best positioned to capture agentic Al
margin uplift benefits. In the context of our lodging REITs coverage, HST, PK, and RHP
have all or nearly all of their room exposure to MAR/HLT/H/ ( Exhibit 65 ). While we
acknowledge the relative operational flexibility that comes with independent hotels, DRH
and PEB, who have more exposure to independents are not as well positioned to capture
said benefits in our view. We see agentic Al related margin uplift to hotel REITs starting in
2H27, largely informed by MAR/HLT/H exposure, with some of this upside shared with c-
corps in 2028 ( Exhibit 66 ).
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Exhibit 65: Among the lodging REITs in our coverage, HST, PK, and RHP have the most
exposure to Marriott, Hilton, and Hyatt, the hotel brands best positioned to benefit from
further agentic Al adoption...

Room Mix by Combined Brand Category (2Q26-end)
m Independents Other Brands ~ ® Marriott + Hilton + Hyatt

100%

90%

80%

70% o
g 60%
o
S 50% 100% 100%
‘s
2 40%

- 19%

20%

10% a5

0%

DRH HST PK PEB RHP

Source: Company data, Morgan Stanley Research

Exhibit 66: ...which should contribute to cost savings that would, in turn, support better
margin and EBITDA uplift in 2027 and 2028

2027E 2027E 2027E
Gross Margin Increase Net Margin Increase EBITDA
(bps) (bps) (bps)
DRH 8 8 29
HST 18 18 64
PK 19 19 77
PEB 9 9 38
2028E 2028E 2028E
Gross Margin Increase Net Margin Increase EBITDA
(bps) (bps) (bps)
DRH 24 20 72
HST 33 23 80
PK 34 20 81
PEB 18 17 76

Note: In 2027, we assume agentic Al related benefit will emerge in 2H27. In 2028, we assume brands charge an incremental royalty fee, which
helps explain the difference between the gross margin increase and the net margin increase. Source: Company data, Morgan Stanley Research

...and in Turn Support Higher Royalty Fees for Hotel Brands.

As we've previously written — see Gaming & Lodging: Ambling with Grambling #27:

Agentic Al coming to a hotel near you (27 Apr 2026) and Gaming & Lodging: Ambling with
Grambling #38: Travel Muse-ings (28 Sep 2026) — lower distribution costs and marketing
would manifest themselves in lower charge outs associated with system funds and brands

could seek to capture incremental increases in royalty rate.

To this end, we incorporate 7-14bps of royalty rate expansion for C-corps — sensitized


https://ny.matrix.ms.com/eqr/article/webapp/ab29ed50-3fdd-11f1-9722-317872234fd6?ch=rp&sch=sr&sr=10
https://ny.matrix.ms.com/eqr/article/webapp/ab29ed50-3fdd-11f1-9722-317872234fd6?ch=rp&sch=sr&sr=10
https://ny.matrix.ms.com/eqr/article/webapp/31e22cde-b8fd-11f1-a440-99a719172027?ch=rp&sch=ar
https://ny.matrix.ms.com/eqr/article/webapp/31e22cde-b8fd-11f1-a440-99a719172027?ch=rp&sch=ar
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based on AlphaWise analysis results, RevPAR index premium, and charge out %
(Exhibit 67). The AlphaWise analysis takeaways on relative brand strength inform the
degree to which we assume each brand can shift distribution mix toward direct, a range of
250-400bps, and lower OTA commission rates, a range of 50-75bps. We assume these
shifts can take form in late 2027 and support branded hotel owner margins. Then, in 2028,
we look at RevPAR index premium less all-in brand fees for owners to inform differences
in brands' ability to share in these savings with owners via a higher royalty rate (Exhibit
68 ); we also incorporate Hyatt's luxury skew. Resultant royalty rate increases also reflect
variances in branded hotel owner sensitivities to changes in OTA mix shift and OTA
commission change based on hotel brands' disclosed OTA mixes and our OTA commission

rate assumptions.

Exhibit 67: Our base case assumes a 250-400bps distribution mix shift away from
OTAs and a 50-75bps OTA commission rate reduction for hotel brands, which,
according to our AlphaWise-informed analysis, should benefit from branded hotel and
Brand.com oriented results on LLMs and support 2028 royalty rate increases that flow
through to higher 2028 EBITDA estimates

OTA Mix Shift OTA Commission Brand Capture  2028E Royalty Rate 2028E EBITDA

(bps) Change Rate of Owner Increase Increase
P (bps) Margins Savings (bps) (bps)
MAR (400) (75) 35% 10 157
HLT (400) (75) 40% 13 153

H (400) (75) 35% 14 107
WH (250) (50) 20% 7 117
CHH (250) (50) 20% 7 89
Independents (50) (25) NA NA NA

Source: AlphaWise, Company Data, Morgan Stanley Research

Exhibit 68: Marriott and Hilton garner significant RevPAR premium indices, particularly
relative to their brand-related fees

RevPAR Premium

Approx. All-in

Index Above Brand Fees Difference
100%
MAR 12.9% 11.7% 1.2%
HLT 20.8% 13.6% 7.2%
H 5.8% 10.5% -4.7%
WH 4.0% 10.9% -6.9%
CHH 0.0% 11.7% -11.7%

Note: Representative brand/flag used for each c-corp: MAR (Courtyard), HLT (Hampton), H (Hyatt Place), Wyndham (Super 8), Choice (Comfort)
Source: Company data, Morgan Stanley Research.

Broader Sensitivities

Below is a rubric for how distribution changes and commission changes flow to EBITDA
for hotel brands, hotel owners, and OTAs.
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Exhibit 69: Every 100bps increase in direct booking mix could drive ~10-50bps
(owners) / ~25-45bps (brands) of EBITDA upside, assuming brands partially capture the
savings...

0.5%
0.4%
0.3%
0.2%

0.1%

2028E EBITDA Sensitivity to
100bps Shift to Direct Mix

0.0%
PEB HLT IHG DRH WH AC  MAR CHH H PK HST

Source: Company data, Morgan Stanley Research

Exhibit 70: ...and in turn could drive 20-120bps (owners) / 30-60bps (brands) of price
target upside, assuming multiples stay the same

1.3%
1.2%
1.1%
1.0%
0.9%
0.8%
0.7%
0.6%
0.5%
0.4%
0.3%
0.2%
0.1%
0.0%

PT Sensitivity to 100bps Shift to
Direct Mix

PEB HLT DRH PK AC IHG WH MAR CHH H HST

Source: Company data, Morgan Stanley Research

Exhibit 71: Every 100bps reduction in OTA commission rates could drive 15-65bps / 25-
65bps (owners / brands), again assuming brands partially capture the savings...

0.8%
0.7%
0.6%
0.5%
0.4%
0.3%
0.2%
0.1%
0.0%

2028E EBITDA Sensitivity to
100bps Lower Commission Rate

IHG PEB  WH AC MAR DRH HLT CHH PK H HST

Source: Company data, Morgan Stanley Research
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Exhibit 72: ...and in turn could drive 20-170bps (owners) / 30-80bps (brands) of price
target upside, assuming multiples stay the same

2.0%
2 18%
=

& 1.5%
2% 0
-§ n=: 1.3%
25 1.0%
24

ZE 08%
28 s
az [&] . 0
& 03%
-

o 0.0%

PEB AC WH PK IHG DRH HLT MAR CHH H HST

Source: Company data, Morgan Stanley Research

Exhibit 73: For brands, every 100bps increase in direct booking mix could drive 25-
45bps of 2028E EBITDA upside, while every 100bps reduction in OTA commission rates
could drive 25-65bps of 2028E EBITDA upside, assuming brands partially capture the
savings

Increase in Royalty Rate
from 100bps OTA Mix

Increase in Royalty Rate from

Change in 2026E EBITDA 100bps OTA Commission

Change in 2028E EBITDA vs.

Shift (bps) vs. Prior Estimate (bps) Change (bps) Prior Estimate (bps)
MAR 2 30 3 49
HLT 3 43 4 43
H 3 23 5 23
WH 2 34 4 65
CHH 2 27 3 43

Source: Company data, Morgan Stanley Research
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Exhibit 74: For owners, every 100bps increase in direct booking mix could drive 10-
50bps of 2028E EBITDA upside (assuming brands partially capture the savings)...

2027E 2027E 2027E
Gross Margin Increase Net Margin Increase from EBITDA Chg. From
from 100bps Mix Shift 100bps Mix Shift 100bps Mix Shift
(bps)
DRH 4 4 14
HST 4 4 13
PK 3 3 13
PEB 7 7 29
2028E
Gross Margin Increase Net Margin Increase from EBITDA Chg. From
from 100bps Mix Shift 100bps Mix Shift 100bps Mix Shift
(bps) (bps) (bps)
DRH 11 10 38
HST 7 4 13
PK 7 4 17
PEB 13 11 47

Note: 2027 is a half year impact (2H27). Source: Company data, Morgan Stanley Research

Exhibit 75: ...while every 100bps reduction in OTA commission rates could drive 15-
65bps EBITDA upside (again, assuming brands partially capture the savings)

2027E 2027E 2027E
Gross Margin Increase from  Net Margin Increase from  EBITDA Chg. From 100bps
100bps Com. Rate Lower 100bps Com. Rate Lower Com. Rate Lower
(bps)
DRH 7 7 26
HST 4 4 13
PK 6 6 23
PEB 8 8 35
2028E
Gross Margin Increase from  Net Margin Increase from  EBITDA Chg. From 100bps
100bps Com. Rate Lower 100bps Com. Rate Lower Com. Rate Lower
(bps) (bps) (bps)
DRH 15 14 49
HST 11 4 13
PK 11 7 28
PEB 17 15 67

Note: 2027 is a half year impact (2H27). Source: Company data, Morgan Stanley Research
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INSIGHT

Exhibit 76: If OTAs lower take rates due to competitive pressures from agents routing
consumers direct to hotels, every ~100bps change in take rate amounts to ~17%
downside to BKNG EBITDA, assuming no cost control in marketing to offset take rate
compression...

BKNG - A in EBITDA ($mn)

Implied Net Revenue ($mn): $31,482 $30,929 $30,375 $29,822 $29,269
% change in overall take rate

(0.25%) (0.50%) (0.75%) (1.00%) (1.25%)
T aa% T (553) (1,107) (1,660) (2,213) (2,767)
Total Marketing a1 0 (553) (1,107) (1,660) (2,213)
Expense as % of 3.9% 553 0 (553) (1,107) (1,660)
Bookings 3.6% 1,107 553 0 (553) (1,107)

3.4% 1,660 1,107 553 0 (553)

BKNG - % Upside (Downside) to '27 EBITDA

Implied Net R ($mn): $31,482 $30,929 $30,375 $29,822 $29,269
% change in overall take rate

(0.25%) (0.50%) (0.75%) (1.00%) (1.25%)
T 48% T @% (9%) (13%) (17%) (21%)
Total Marketing a1% 0% (4%) (9%) (13%) (17%)
Expense as % of 3.9% 4% 0% (4%) (9%) (13%)
Bookings 3.6% 9% 4% 0% (4%) (9%)
3.4% 13% 9% 4% 0% (4%)

Note: BKNG EBITDA is adjusted for SBC for the purposes of comparability with EXPE

Source: Company Data, Morgan Stanley Research

Exhibit 77: ... While every 100bps change in take rate for EXPE amounts to ~30%
downside to EBITDA

EXPE - A in EBITDA ($mn)

Implied Net Revenue ($mn): $16,888 $16,543 $16,198 $15,853 $15,508
% change in overall take rate
(0.25%) (0.50%) (0.75%) (1.00%) (1.25%)
T 6.2% T (389 (690) (1,035) (1,380) (1,724)
Total Marketing 5.9% 0 (345) (690) (1,035) (1,380)
Expense as % of 5.7% 345 0 (345) (690) (1,035)
Bookings 5.4% 690 345 0 (345) (690)
5.2% 1,035 690 345 0 (345)

EXPE - % Upside (Downside) to '27 EBITDA

Implied Net R ($mn): $16,888 $16,543 $16,198 $15,853 $15,508
% change in overall take rate

(0.25%) (0.50%) (0.75%) (1.00%) (1.25%)
T 6.2% T (8% (15%) (23%) (31%) (38%)
Total Marketing 59% 0% (8%) (15%) (23%) (31%)
Expense as % of 5.7% 8% 0% (8%) (15%) (23%)
Bookings 5.4% 15% 8% 0% (8%) (15%)
5.2% 23% 15% 8% 0% (8%)

Source: Company Data, Morgan Stanley Research

Exhibit 78: If agentic layers can bring incremental bookings to the OTAs, we estimate
every ~1% of incremental bookings from agentic is ~1% upside to BKNG's EBITDA
assuming a ~MSD% take rate to a 3P agentic layer...

BKNG - A in EBITDA ($mn)

implied Bookings Through Agentic ($mn): $2,213 $4,426 $6,640 $8,853 $11,066
% Incremental Bookings (100% Indirect)
___________ 1% 2% 3% a% 5%
) i 9% ) i W% 8 66 250 333 416
i 8% Indirect 5% 111 2 333 443 554
Take Rate to Contribution
! 6% ! % 139 277 416 554 693
3rd party Agentic Margin
5% " 8% 166 332 499 665 831
Layer % of Bookings
% 9% 194 388 582 775 969
BKNG - % Upside (Downside) to '27 EBITDA
implied Bookings Through Agentic ($mn): $2,213 $4,426 $6,640 $8,853 $11,066
% Incremental Bookings (100% Indirect)
____________ 1% 2% 3% % 5%
i 9% i W% % % % % %
[ N
EEed 8% ndirect 5% 1% 2% 3% 3% %
Take Rate to Contribution
: 6% ! % 1% 2% 3% a% 5%
3rd party Agentic Margin
5% " 8% 1% 3% % 5% %
Layer % of Bookings
% 9% 1% 3% % % 7%

Note: BKNG EBITDA is adjusted for SBC for the purposes of comparability with EXPE.

Source: Company Data, Morgan Stanley Research
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Exhibit 79: ..While every 1% of incremental bookings from agentic is ~2% upside to
EXPE's EBITDA assuming a MSD% take rate to a 3P agentic layer

EXPE - A in EBITDA ($mn)

Implied Bookings Through Agentic ($mn): $1,380 $2,759 $4,139 $5,518 $6,898
% Incremental Bookings (100% Indirect)
1% 3% 4% 5%
Take Rate to o Contribution b b - el iy 00
3rd party Agenti Margi
4 Pﬂlay:rs e 6% % of :‘:5::" 5 5% 69 139 208 277 347
U 4% s 7% 97 194 291 388 485
EXPE - % Upside (Downside) to '27 EBITDA
Implied Bookings Through Agentic ($mn): $1,380 $2,759 $4,139 $5,518 $6,898
% Incremental Bookings (100% Indirect)
1% 3% 4% 5%
Take Rate to Contribution N
3rd party Agentic &3 Margin &3 % 2% 3% 4% 5%
v 6% e 5% 2% 3% 5% % 8%
U 4% E 7% 2% 4% 6% 9% 11%

Source: Company Data, Morgan Stanley Research

Exhibit 80: If agentic layers are not incremental and simply shift bookings that may
have gone direct to go indirect, we estimate every 1% shift of bookings from direct to
indirect is <1% downside to BKNG EBITDA assuming a ~MSD% take rate to a 3P agentic

layer...
Implied Bookings Through Agentic ($mn): $1,217 $2,435 $3,652 $4,869 $6,086
% mix shift of Bookings from direct to indirect
e 1% 2% 3% 4% 5%
I s O 2 o
Take Rate to Contribution
T AT 6% p— 6% (69) (138) (207) (276) (345)
Layer 5% % of Bookings 8% (54) (108) (161) (215) (269)
4% 9% (39) (77) (116) (154) (193)
BKNG - % Upside (Downside) to 27 EBITDA
implied Bookings Through Agentic ($mn): $1,217 $2,435 $3,652 $4,869 $6,086
% mix shift of Bookings from direct to indirect
____________ 1% 2% 3% 4% 5%
) i 9% ) &% (%) 2% %) %) @%)
el T ppalreL 5% (1%) (1%) (2%) (3%) (3%)
Take Rate to Contribution
3rd party Agentic 2% Margin & (1%) (1%) (2% (%) (3%)
s 5% e 8% (%) (1%) (1%) (2%) 2%)
4% 9% (0%) (1%) (1%) (1%) (1%)

Note: BKNG EBITDA is adjusted for SBC for the purposes of comparability with EXPE

Source: Company Data, Morgan Stanley Research

Exhibit 81: ...While every 1% shift of bookings from direct to indirect is ~1% downside
to EXPE EBITDA assuming a ~MSD% take rate to a 3P agentic layer

$1,518 $2,276 $3,035 $3,794

Implied Bookings Through Agentic ($mn): $759
% mix shift of Bookings from direct to indirect
e 1% 2% 3% 4% 5%
\mplied 1% N 1% (85) (170) (255) (340) (425)
Take Rate to 0% Contribution 2 (70) (140) (209) (279) (349)
3rd party Agentic 8% Margin 3% (55) (109) (164) (218) (273)
T 6% O SN 5% (39) (79) (118) (158) (197)
% 7% (24) (48) (73) (97) (121)
EXPE - % Upside (Downside) to '27 EBITDA
Implied Bookings Through Agentic ($mn): $759 $1,518 $2,276 $3,035 $3,794
% mix shift of Bookings from direct to indirect
____________ 1% 2% 3% 4% 5%
i 1% . -1% (2%) (4%) (6%) (8%) (9%)
T hateto e Contoton = B o SN o B BN
3rd party Agentic 8% Margin 3% (1%) (2%) (4%) (5%) (6%)
La oX % of Bookings 5% (1%) (2%) %) (%) (4%)
yer g:
% 7% (1%) (1%) (2%) (2%) (3%)

Source: Company Data, Morgan Stanley Research
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Lodging Model Changes

Higher C-Corp Estimates Informing Higher C-Corp PTs
Key drivers behind our changes include:

e Increases in 2028 royalty rates to reflect sharing in agentic Al related upside with
hotel owners, with differences in royalty rate increases informed by our AlphaWise
analysis and RevPAR index premium data

Exhibit 82: C-corp price target changes in the 1% range for C-corps...

2027 Estimate Changes 2028 Estimate Changes Multiple Changes PT Changes
New Prior % Change New Prior % Change New Prior % Change New Prior % Change
MAR  $6,540  $6,540 0% $7,133  $7,022 2% 18.3x 18.3x 0% $384 $380 1%
HLT  $4585 $4585 0% $5145 §5067 2% 187x  18.7x 0% $336  $332 1%
H $1,415  §1,415 0% $1,585  $1,565 1% 15.9x  15.9x 0% $211 $209 1%
WH $794 $794 0% $867 $857 1% 12.0x  12.0x 0% $92 $91 1%
CHH $624 8624 0% $634 $629 1% 9.7x 9.7x 0% $92 $91 1%

Note: Estimate changes refer to adjusted EBITDA. Source: Company data, Morgan Stanley Research

Higher REIT Estimates and Higher Multiples Informing Higher REIT PTs
Key drivers behind our changes include:

e Increases in margin driven by lower OTA mix of distribution and lower OTA
commission rates, starting in 2H27

e Sharing of margin uplift benefits with hotel C-corps starting in 1Q28

e Multiple expansion (~0.5x turn higher for each name) to reflect optionality for
improved distribution costs for hotel owners

Exhibit 83: ...and 8-18% for lodging REITs

2027 Estimate Changes 2028 Estimate Changes Multiple Changes PT Changes
New Prior % Change New Prior % Change New Prior % Change New Prior % Change
DRH $332 $331 0% $337 $335 1% 10.5x  10.0x 5% $12 $1 9%
HST  §$1,812  §$1,800 1% $1,844  $1,829 1% 11.0x  10.6x 4% $24 $22 8%
PEB $352 $351 0% $361 $358 1% 12.5x  12.0x 4% $14 $13 8%
PK $631  $626 1% $637  $632 1% 10.5x  10.0x 5% $13 $11 18%
RHP  §$1,092  $1,087 0% $1,146  $1,137 1% ++ ++ ++ ++ ++ ++

Note: Estimate changes refer to adjusted EBITDA. Source: Company data, Morgan Stanley Research. ++ The price target for this company has
been removed from consideration in this report because, under applicable law and/or Morgan Stanley policy, Morgan Stanley may be precluded
from issuing such information with respect to this company at this time.
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Supplemental Background Section Exhibits

Exhibit 84: Taking the remaining portion of marketing spend from the above analysis,
we arrive at ~$1bn of non-Google marketing spend for OTAs...

Low Case Base Case High Case

OTA Marketing Spend $15 $15 $15
x Hotel Share of OTA Business 50% 60% 70%
=0TA Hotel-Related Marketing Spend $7.7 $9.3 $10.8
x Google Share of Marketing Spend 85% 90% 95%
=0TA Hotel-Google Revenue $6.6 $8.3 $10.3
OTA Hotel Non-Google Revenue $1.2 $0.9 $0.5

Source: Company data, Morgan Stanley Research

Exhibit 85: ...$6-16bn of non-Google marketing spend for branded hotels...

Low Case Base Case High Case

Global Hotel Bookings $637 $637 $637
x Branded Share of Bookings 45% 55% 65%
=Branded Hotel Bookings $287 $350 $414
Marketing Spend as % of Gross Bookings 2.5% 3.5% 5.5%
=Total Branded Marketing Spend $7.2 $12.3 $22.8
Google Share of Marketing Spend 15% 22.5% 30%
=Branded Marketing Spend on Google $1.1 $2.8 $6.8
Branded Marketing Spend on non-Google $6.1 $9.5 $15.9

Source: Company data, Morgan Stanley Research

Exhibit 86: ...and $5-12bn of non-Google marketing spend for independent hotels...
Low Case  Base Case  High Case

Global Hotel Bookings $637 $637 $637
x Independent Share of Bookings 35% 45% 55%
=Independent Hotel Bookings $223 $287 $350
Marketing Spend as % of Gross Bookings 3% 4% 6%
=Total Independent Marketing Spend $6.7 $11.5 $21.0
Google Share of Marketing Spend 25% 35% 45%
=Ind. Marketing Spend on Google $1.7 $4.0 $9.5
Ind. Marketing Spend on non-Google $5.0 §7.5 $11.6

Source: Company data, Morgan Stanley Research
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MORGAN STANLEY RESEARCH

Exhibit 87: In search-oriented hotel distribution, the framework of the past ~20 years,

INSIGHT

the hotel booking timeline spans six key stages with different industry leaders...

THE TRAVELER JOURNEY: WHO CONTROLS EACH STAGE TODAY?

WHAT HAPPENS?

OTHER PARTICIPANTS

,—O‘ﬂ r-mﬂ r—hﬂ rwﬁ r—Nﬁ —

bl Tran
INSPIRATION veler gels inspired and
"Q‘ & INTENT decides where to go and P Golee
g what type of trip to take. (Search}
Traveler searches for
Q SEARCH & available hotels, destinations Google
DISCOVERY and options that fit their M
needs. et Maral ittt
Traveler compares hotels
COMPARE & based on price, reviews, OTAs
CONSIDER location, amenities and (Booking, Expedia)
loyaity benefits. o
Teaveler completes the E g{:};m Expedia)
BOOKING transaction and reserves .
E their room. Large Hotel Brands Small Hatel Brands Indapandant Hotels
(arrioty, Hilton, Hyat, HG) SApain b
walaais Traveler manages their E oTas
TRIP Uipy modifies reservations, Rovk Eonch), Corporate Travel Platforms
m MANAGEMENT handles disruptions, gets Large Hotel Brands (Egeneis, Ames OBT, 3AP Eoncs)
support and updates. (Mamiott, Hiton, Hyatt, IHG)
Traveler stays at the hotel,
STAY & earns loyalty benefits and Large Hotel Brands
LOYALTY decides where to stay (etarsiolt, Borvay, Hilon ‘Small Hotel Brands  Independent Hotels. OTAs
Nt e, Honors, World of Hyatt) [ [ e, Do

Source: Company data, Morgan Stanley Research

Exhibit 88: ...which should have wide-ranging implications for all industry participants

Agentic Al's Extensive Scope to Impact the Lodging Landscape

Google
Digital marketing &
custemeracquisition spend

| G

Agentic Al could shift Giscovery activity
from traditional search to Al-powerad

intertaces, impacting ratfic and

ad spend.

OTAs
Commission revenue
OTAS can pawer Al-driven travel

oW rAVears compara and selact
Motels before baoking.

*——e
axparioncas, but agents may influsnce J

Royalty, loyalty, reservation &

Agents can help travelers maximize
Ioyalty benefits—or shift attention
toward broades cross-band comparisons

Large Hotel Brands
ﬁ marketing fees

Source: Company data, Morgan Stanley Research

Agentic Al

A new layer

in the treveler journey:
Discover, Compare,

Decide, Book.

[ -

Small Hotel Brands

Lower customer-acquisition costs

& greater visibility
Agentic Al may Improve access 1o

| raduce miance on imermadiaries.

demand outside traditional channels and

Lower customer-acquisition

costs & direct access to demand
Agentic Al may surface mare relevant

Independent Hotels
E S drk.
options for tr; axpanding

directaccess and reducing dependency

on OTAs.

LLMs / Al Agents

Potential to capture a share of the

distribution value chain

Opportunity to become a trusted Layer for
travel discovery, comparison and decision

SUDPOIT, Currerly captures little
economics.

59
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Additional Insights from Al Prompts

alphawise [
AlphaWise LLM Hotel Recommendation Simulation Methodology
Leveraging the LLM API and its web search tool, we ran a generic hotel
recommendation 100 times for each destination and hotel factor to consider. The
number of hotels could vary in LLM responses each time. To standardize the

output, we asked it to output only one hotel for each run.
In addition to the generic prompt, we also asked:
1. Tell me why you recommend this property.

2. Tell me how you find this hotel. Is it via Online Travel Agency (OTA) or
hotel's official websites?

3. Also share the url of recommended hotel. If it is via OTA, share the link via
OTA; if it is via official website, share the link of official website.

Note that the recommendation is based on prompt guided web search results
directly from LLM API calls. It could be different from any other LLM app/web
platforms where there is a black-box agentic layer wrapped around underlying
LLM, which might impact how LLM generates responses.
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Ryman Estimate Changes

INSIGHT

Exhibit 89: Our Ryman estimates move up modestly to reflect lower distribution costs

1026 2026 3Q26E 4026 | 2026E | 1Q27E  2027E 3027 4Q27E | 2027E | 1028E  2Q28E  3Q28E  4Q28E | 2028E
Total hotel revenue - New $585  $605  $519  $747] S2456|  $688  $705  S608  §774| S2,775|  §720  $730 629 $801) 2,879
Total hotel revenue - Old $585  $605  $519  §747| $2.456|  $688  $705  $608  §774| $2,775|  §720  $730  $629  $801) $2,.879
% Change 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
$ Change $0 $0 0 $0 $0 $0 $0 $0 0 $0 $0 50 $0 $0 $0
Comparable RevPAR - New 21%  52%  45%  65%  47%  50%  35%  35%  35%  3.9%  30%  3.0%  3.0%  3.0%  3.0%
Comparable RevPAR - Old 21%  52%  45%  65%  47%  50%  35%  35%  35%  3.9%  30%  3.0%  3.0%  3.0%  3.0%
% Change 00%  00%  00%  00%  00%  0.0%  00%  00%  00%  00%  00%  00%  0.0%  00%  0.0%
Total Entertainment revenue - New $79  $14a S99 §118  $440 $84  $166  $105  $126|  $481 $89 %176 $111 $133]  $509)
Total Entertainment revenue - Old $79  $148 $99  $118)  $440 $84  $166  $105  $126|  $481 $89  $176  $111 $133) 8509
% Change 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
§ Change 30 $0 $0 $0) $0) $0 30 $0 $0 50 50 $0 $0 50 50
Hospitality EBITDA - New $213 $223  $168  $238)  $s42|  $253  §262  $214  $251)  $981  S265  $273  $222  $260 1,020
Hospitality EBITDA - Old $213  $223  $168  $238  $842|  $253  $262  $214  $251)  $981|  S265  $273  $222  $260  $1,020
% Change 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
$ Change $0 $0 $0 50 $0 $0 $0 $0 $0 50 $0 $0 $0 $0 $0
Entertainment EBITDA - New $16 $44 $30 $30| 8128 $21 $52 $32 sa1)  $146 $22 $55 $33 sa4|  $154
Entertainment EBITDA - Old $16 $44 $30 $39| 8128 $21 $52 $32 $41)  $146) $22 $55 $33 sa4|  $154
% Change 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
$ Change $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Corporate EBITDA - New ($9) $9) 10§10 (@7 ($11) ($2) $9)  ($13)  ($39) ($9) $1 $8) (515 ($30)
Corporate EBITDA - Old ($9) $9)  ($100  ($10) @37 ($11) 62 (1) (19  ($40) (810 $0)  ($10 (17| ($37)
% Change 0% 0% 0% 0% 0% 0% 0% 21% 5% 12%|  -12%  678%  20%  -12%  -18%
§ Change $0 $0 $0 $0 $0 $0 $0 $2 $2 $5 $1 $1 $2 $2 7
[Adjusted EBITDA - New $219  $258  $188 267 |  $932| $263  $312  $237  $280| S1,002| $279  $328  $247 289 | $1,143
[Adjusted EBITDA - Old $219  §258  $188 6267 | $932| $263  §312  $235  $277| $1,087| $278  §327  $245 287 | $1,137
% Change 0% 0% 0% 0% 0% 0% 0% % 1% 0% 0% 0% % 1% 1%
$ Change $0 $0 30 $0 $0 $0 $0 $2 $2 §5 §1 §1 $2 $2 $7
[AFFO - New $231  $2.66  $1.57  $271| $9.5| $2.73  $3.36  $238  $3.02| $11.49| $2.09  $3.71  $259  §3.24| $12.52
[AFFO - 0ld $231  §2.66  $1.57  $271| $9.25| $273  §3.36  $235  $2.99| $11.43| $2.97  $3.69  $256  §3.21| $12.43
% Change 0% 0% 0% 0% 0% 0% 0% % % 1% % 0% % 1% 1
$ Change $0.00  $0.00  $0.00  ($0.00) ($0.00)| (S0.00) ($0.00)  $0.03  $0.03| $0.07| $0.02  $0.02  $0.03  $0.03| $0.10

Source: Company data, Morgan Stanley Research estimates
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Risk Reward — Marriott International Inc (MAR.O)

From Beta Bellwether to A-cyclical Alpha

PRICE TARGET $384.00

We value MAR on a sum-of-the-parts basis that equates to 18.2X consolidated fwd-24m
EBITDA (vs. historical 3-year average 14.8x NTM EV/EBITDA pre-pandemic). Our valuation
implies a ~5% FCF Yield (vs. Lodging average of 5%) and P/fwd-24m EPS of ~24.7X (vs. pre-
pandemic of ~21.5X). We apply 10.5X to the owned/leased portfolio and 18.5X to managed
and franchised.

$280.00 ? $425.00

MS PT
Mean 4 Morgan Stanley Estimates

Consensus Price Target Distribution

Source: Refinitiv, Morgan Stanley Research

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

usb
600 .
$501.00(+36.93%)  Prob (>501.00)~10.3%
PR
450
$384.00(+4.95%)
3;3»65183/. #————— Prob (>384.00)~49.6%
300
PO
150 $238.00(34.95%)  Prob (<238.00)~7.6%
0
OCT 25 APR 26 OCT 26 ocT 27

Key: — Historical Stock Performance ® Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research, Morgan Stanley Institutional Equities Division. The probabilities of our Bull,
Base, and Bear case scenarios playing out were estimated with implied volatility data from the options market as of 9
Oct 2026. All figures are approximate risk-neutral probabilities of the stock reaching beyond the scenario price in either
three-months’ or one-years’ time. View explanation of Options Probabilities methodology here

BULL CASE $501.00 $384.00

21x F-24m EV/EBITDA

Systemwide RevPAR in 2026e/2027e is
+6.1%/+6.1% YoY

BASE CASE
19.2x F-24m EV/EBITDA

Systemwide RevPAR in 2026e/2027e is
+3.6%/+3.1% YoY

4.0%/%41% systemwide expansion in
2026e/2027e

5.0%/5.1% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$5,831/$6,905 2026e/2027e EBITDA of ~$5411m/$5,950m

INSIGHT

OVERWEIGHT THESIS

Marriott has transformed its business over
the past 10 years, shedding owned real
estate, spinning off timeshare, and shifting
management contracts to be more variable.
We believe these shifts provide dramatically
lower cyclicality that should prompt a
further re-rating as the company bucks the
"high beta" label pegged on the stock as a
bellwether for the traditionally cyclical
lodging industry. The company's scale also
provides a unique opportunity to rethink the
"hotel of the future", which we believe fits in
the palm of your hand (Bonvoy loyalty
program and app) and offers additional non-
RevPAR fee growth potential.

Consensus Rating Distribution

o I 47% Overweight
| 50% Equal-weight
| 3% Underweight

® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes

Contrarian: Positive

View descriptions of Risk Rewards Themes here

BEAR CASE $238.00
15.5x F-24m EV/EBITDA

Systemwide RevPAR in 2026e/2027e is
-8%/+5% YoY

3.7%/3.7% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$4,662/$5,083m
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Risk Reward — Marriott International Inc (MAR.O)

KEY EARNINGS INPUTS

Drivers Dec 2025  Dec 2026e
EBITDA Margin (%) 77.1 775
RevPAR Growth (%) 2.0 3.6

Unit Growth (%) 43 2.9
INVESTMENT DRIVERS

« US RevPAR recovery
« Unit growth accelerates
« Accretive acquisitions

GLOBAL REVENUE EXPOSURE
APAC, ex Japan, Mainland
® 0-10% Ching and India
® 0-10% Europe ex UK
/ ©0-10% India
,’,‘ ® 0-10% Japan ‘
0-10% Latin America
® 0-10% MEA
0-10% Mainland China
®0-10% UK
80-90% North America

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

MS ALPHA MODELS
2/5 24 Month 1/5 3 Month
BEST Horizon MOST Horizon

Source: Refinitiv, FactSet, Morgan Stanley Research; 1is
the highest favored Quintile and 5 is the least favored
Quintile

Dec 2027e  Dec 2028e
78.7 79.9

3.1 3.1

4.0 5.3

RISKS TO PT/RATING
RISKS TO UPSIDE

« US RevPAR / rooms growth recovers stronger
« Greater credit card fees

« Better cost containment

« Accretive asset sales

RISKS TO DOWNSIDE

« Permanent demand destruction in key upper
upscale exposure

« Further degradation in pipeline and net rooms
growth actualization from ongoing supply
chain constraints and/or tight capital markets

« Competition driving incremental need for key
money, weighing on free cash flow conversion

OWNERSHIP POSITIONING

Inst. Owners, % Active 51.1% .

HF Sector Long/Short Ratio 1.8x .
HF Sector Net Exposure 11.3% .

Refinitiv; MSPB Content. Includes certain hedge fund
exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
trends. Long/Short Ratio = Long Exposure / Short
exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure — Short Exposure).

MS ESTIMATES VS. CONSENSUS

FY Dec 2027e

EPS

©) 12.73

EBITDA

(8, mm) 6,285

Sales /
Revenue

(8, mm)

27,482

14.68
@ 14.68

6,540
TS 6,676

31,131
& 31374

Mean € Morgan Stanley Estimates

Source: Refinitiv, Morgan Stanley Research

INSIGHT
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Risk Reward — Hilton Worldwide Holdings Inc (HLT.N)

Best in-class FCF compounder

PRICE TARGET $336.00

We value Hilton on a SOTP basis that equates to ~18.7x Fwd-24m EBITDA (vs. historical 3-
year average ~14.5x NTM EV/EBITDA pre-pandemic). Our valuation implies an ~4.0% FCF
Yield (vs. Lodging average of 5%) and P/Fwd-24m EPS of ~28x (vs. pre-pandemic of 24.5X).
We apply 9.2x to the owned/leased portfolio and ~19x to managed and franchised.

$272.33 L 4
MS PT

Mean 4 Morgan Stanley Estimates

Consensus Price Target Distribution $394.00

Source: Refinitiv, Morgan Stanley Research

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

usD
600
$425.00(+3014%)  Prob (>425.00)~16.1%
450
PO |
$336.00(+2.89%)
432656 8 4——— Prob (>336.00)~54.5%
300
G |
150
$211.00(-35.39%) Prob (<211.00)~8.2%
0
OCT 25 APR 26 OCT 26 OCT 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research, Morgan Stanley Institutional Equities Division. The probabilities of our Bull,
Base, and Bear case scenarios playing out were estimated with implied volatility data from the options market as of 9
Oct 2026. All figures are approximate risk-neutral probabilities of the stock reaching beyond the scenario price in either
three-months’ or one-years' time. View explanation of Options Probabilities methodology here

BULL CASE $425.00 $336.00

21.5x F-24m EV/Bull EBITDA

Systemwide RevPAR in 2026e/2027e grows
6.4%/6.2% YoY

BASE CASE

~19.7x F-24m EV/Base EBITDA

Systemwide RevPAR in 2026e/2027e grows
3.9%/3.2% YoY

6.8%/7.0% systemwide expansion in
2026e/2027e

7.8%/8.0% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$4,129/$4,944m 2026e/2027e EBITDA of ~$3,864/$4,378m

INSIGHT

OVERWEIGHT THESIS

We see an attractive risk-reward stemming
from Hilton's high visibility, asset-light
model, which should help sustain high teens
EPS growth even in a decelerating RevPAR
environment. Hilton has among the highest
mix of franchise fees plus variable
management fees among the c-corps.
Concurrently, the company consistently
delivers net unit growth at or near the top
of the publicly traded peer group with the in
construction pipeline representing ~19% of
existing rooms, which should support 6%+
growth over the next three years.

Consensus Rating Distribution

o I 59% Overweight
| 41% Equal-weight
0% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes

Positive
Positive

Contrarian:
Secular Growth:

View descriptions of Risk Rewards Themes here

BEAR CASE $211.00
16.0x F-24m EVEBITDA

Systemwide RevPAR in 2026e/2027e is
-6%/+5% YoY

6%/6% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$3,409/$3,755m
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Risk Reward — Hilton Worldwide Holdings Inc (HLT.N)

KEY EARNINGS INPUTS
Drivers Dec 2025 Dec 2026e  Dec 2027e  Dec 2028e
EBITDA Margin (%) 75.2 76.9 80.0 81.8
RevPAR Growth (%) 0.3 3.9 3.2 3.1
Unit Growth (%) 6.6 6.8 7.0 6.9
INVESTMENT DRIVERS RISKS TO PT/RATING MS ESTIMATES VS. CONSENSUS
+ RevPAR growth RISKS TO UPSIDE FY Dec 2026e
. Syste.m growth « US RevPAR and unit growth is higher than we 916
« Margins expect EPS : )
« Greater flow-through ©®) 8.89 * 9.26
GLOBAL REVENUE EXPOSURE « Upside from non-RevPAR related fees
i RISKS TO DOWNSIDE
©0-10% éEAC, ede‘:a%an, Mainland 4077
Ina and india «+ Weaker than expected actualization of the EBITDA 3548 9 1,085
® 0-10% Europe ex UK pipeline ($, mm) ' ’
"’, ©0-10% India « Greater than expected permanent demand
o ©010% Japan destruction in business travel
0-10% Latin America « Higher operating de-leverage in a slowing Mean @ Morgan Stanley Estimates
©0-10% MEA environment than anticipated, particularly on Source: Refinitiv, Morgan Stanley Research

0-10% Mainland China

the owned/leased hotel segment
®0-10% UK

Weaker contribution from non-revPAR related

80-90% North America fees
Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here OWNERSHIP POSITIONING
MS ALPHA MODELS Inst. Owners, % Active 58.7% .
HF Sector Long/Short Ratio 1.8x .
2/5 24 Month 1/5 3 Month HF Sector Net Exposure 11.3% [ |
BEST Horizon MOST Horizon
Refinitiv; MSPB Content. Includes certain hedge fund
Source: Refinitiv, FactSet, Morgan Stanley Research; 1is exposures held with MSPB. Information may be
the highest favored Quintile and 5 is the least favored inconsistent with or may not reflect broader market
Quintile trends. Long/Short Ratio = Long Exposure / Short

exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure — Short Exposure).
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Risk Reward — Hyatt Hotels Corp (H.N)

Shift to Asset Light Drives Alpha

PRICE TARGET $211.00

We value Hyatt on a sum-of-the-parts basis that equates to ~15.8x consolidated forward 24
month EBITDA of $1.8B. Our valuation implies an ~5% FCF Yield (vs. Lodging average of
~5%). We apply 13.5x/12.5x pre-tax to the owned/leased portfolio and unconsolidated JV,
~17.0x managed and franchised, and 8.0x Distribution EBITDA.

Consensus Price Target Distribution

Source: Refinitiv, Morgan Stanley Research

RISK REWARD CHART

usb

240

180

$161.94,4

120

60

0
oCT 25 APR 26 0CT 26

$165.00 L 4

$222.00
MS PT

Mean 4 Morgan Stanley Estimates

$243.00(+50.06%)

4 $211.00(+30.30%)

$104.00(-35.78%)

oCT 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research

BULL CASE
16.5x F-24m Bull EBITDA

Systemwide RevPAR in 2026e/2027e grows
6.9%/6.5% YoY

$243.00

6.9%/74% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$1,295/$1,581m

BASE CASE
16.9x F-24m Base EBITDA

Systemwide RevPAR in 2026e/2027e grows
4.4%/3.5% YoY

$211.00

5.6%/6.1% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$1,147/$1,351m

OVERWEIGHT THESIS

Similar to C-Corp peers before them, Hyatt
is on the path to moving asset light, which
has driven an inflection in FCF/share and
valuation. We expect Hyatt to generate >
~$1,200/$1400mn in 2026/2027 EBITDA
implying leverage of ~2.5x before
considering buyback. We see upside in risk-
reward given valuation that informs our
Overweight rating.

Consensus Rating Distribution

60% Overweight
40% Equal-weight
0% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes
Self-help:

View descriptions of Risk Rewards Themes here

Positive

BEAR CASE
11.5x F-24m Bear EBITDA

Systemwide RevPAR in 2026e/2027e is
-9%/+5% YoY

$104.00

4.2%/4.0% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$1,020/$1,148m

INSIGHT
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Risk Reward — Hyatt Hotels Corp (H.N)

KEY EARNINGS INPUTS
Drivers Dec 2025 Dec 2026e  Dec 2027e  Dec 2028e
EBITDA Margin (%) 31.8 37.4 429 45.8
RevPAR Growth (%) 2.9 44 3.5 3.2
Unit Growth (%) 7.7 5.6 6.1 6.4
INVESTMENT DRIVERS RISKS TO PT/RATING MS ESTIMATES VS. CONSENSUS
+ RevPAR trends RISKS TO UPSIDE FY Dec 2026e
+ Unit growth - Accelerating RevPAR 330
+ Asset dispositions « Higher proceeds from owned/leased asset sales EPS 204 ) 453
.+ Better NUG © LA 4 :
GLOBAL REVENUE EXPOSURE « Take on incremental leverage at lower rates
©0-10% APAC, ex Japan, Mainland RISKS TO DOWNSIDE
China and India « Cyclicality from the ALG drives downside EBITDA 1147 1213
© 0-10% EUF_ODE ex UK « Lower proceeds from owned/leased asset sales ~ ($, mm) ' ’
"’, ©0-10% India and/or misallocation of proceeds
o ©010% JaPa” ] « Higher operating de-leverage in a slowing
0-10% Latin America environment Sales / 7,134
© 0-10% ME_A ) - Greater margin pressure in owned/leased Revenue 6.998 < 7343
0-10% Mainland China « Deteriorating room growth and/or pipeline (S, mm)
®0-10% UK 2
-90% North Ameri
80-90% Horth Americs OWNERSHIP POSITIONING v
Source: Morgan Stanley Research Estimate Mean 4 Morgan Stanley Estimates
View explanation of regional hierarchies here Inst. Owners, % Active 68.7% . Source: Refinitiv, Morgan Stanley Research
HF Sector Long/Short Ratio 1.8x .
MS ALPHA MODELS HF Sector Net Exposure 11.3% .
3/5 24 Month 4/5 3 Month Refinitiv; MSPB Content. Includes certain hedge fund
BEST Horizon MOST Horizon exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
Source: Refinitiv, FactSet, Morgan Stanley Research; 1is trends. Long/Short Ratio = Long Exposure / Short
the highest favored Quintile and 5 is the least favored exposure. Sector % of Total Net Exposure = (For a
Quintile particular sector: Long Exposure - Short Exposure) /

(Across all sectors: Long Exposure — Short Exposure).
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Risk Reward — Wyndham Hotels & Resorts Inc (WH.N)

INSIGHT

Accelerating Room Growth + Resilient End-Markets = Attractive Risk-Reward, OW

PRICE TARGET $92.00

We apply ~12x EV/EBITDA, which is slightly below the c-corp average asset light multiple we
apply across the group given WH's purely franchised model and low capital intensity. In fact,
our implied fwd-24m FCF yield is ~6% (vs. c-corp average of ~5%), reflecting historically
lower growth and uncertainty associated with lower retention rates.

$80.00 L 4
MS PT

Mean 4 Morgan Stanley Estimates

Consensus Price Target Distribution $115.00

Source: Refinitiv, Morgan Stanley Research

RISK REWARD CHART

usb
$126.00(+70.13%)

120

90
'\V\[\'\f’\/\w\‘ﬁﬂ@_{s‘/ﬂ

® $92.00(+24.22%)

60

30 $45.00(-39.24%)
0
oCT 25 APR 26 0CT 26 ocT 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research

BULL CASE $126.00 BASE CASE $92.00
14.0x F-24m Base EBITDA ~12.0x F-24m Base EBITDA

Systemwide RevPAR in 2026e/2027e is Systemwide RevPAR in 2026e/2027e is
+4.0%/+5.3% YoY +0.5%/+2.3% YoY

3.8%/4.5% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$673/$737m

+4.8%/+5.5% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$718m/$836m

OVERWEIGHT THESIS

We see accelerating room growth in a
capital efficient model driving a re-rating of
Wyndham shares. At the same time,
Wyndham's focus on lower end chainscales
has proven itself to be more resilient across
economic cycles, which limits downside and
supports an attractive risk-reward.

Consensus Rating Distribution

82% Overweight

18% Equal-weight
0% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes

Contrarian: Positive

View descriptions of Risk Rewards Themes here

BEAR CASE $45.00
10x F-24m Base EBITDA

Systemwide RevPAR in 2026e/2027e is
-5%/+4% YoY

+3.0%/+3.5% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$565m/$603m
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Risk Reward — Wyndham Hotels & Resorts Inc (WH.N)

KEY EARNINGS INPUTS

Drivers Dec 2025  Dec 2026e
EBITDA Margin (%) 82.7 80.1
RevPAR Growth (%) 0.0 0.0

Unit Growth (%)

INVESTMENT DRIVERS

« RevPAR trends
« Unit growth

GLOBAL REVENUE EXPOSURE

APAC, ex Japan, Mainland
® 0-10%  Ching and India

® 0-10% Europe ex UK
® 0-10% India
’,”‘ ® 0-10% Japan ‘
0-10% Latin America
® 0-10% MEA
0-10% Mainland China
®0-10% UK
80-90% North America

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

MS ALPHA MODELS
2/5 24 Month 2/5 3 Month
BEST Horizon MOST Horizon

Source: Refinitiv, FactSet, Morgan Stanley Research; 1is
the highest favored Quintile and 5 is the least favored
Quintile

Dec 2027e Dec 2028e
79.1 80.0
0.0 0.0

86,890,000.0 90,170,136.7 94,236,666.7 98,175,453.2

RISKS TO PT/RATING
RISKS TO UPSIDE

« Higher retention supports overall net rooms
growth
« WH portfolio benefits from greater trade down

RISKS TO DOWNSIDE

Softening low end spending weighs on RevPAR
without a commensurate offset from trade-
down

Unforeseen owner attrition drivers weaker net
rooms growth

Incremental key money is required to support
room growth, limiting free cash flow
conversion / generation

Higher rates impact owners more than peers

OWNERSHIP POSITIONING
Inst. Owners, % Active 64.3% .
HF Sector Long/Short Ratio 1.8x .

HF Sector Net Exposure

11.3% [ |

Refinitiv; MSPB Content. Includes certain hedge fund
exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
trends. Long/Short Ratio = Long Exposure / Short
exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure — Short Exposure).

MS ESTIMATES VS. CONSENSUS

FY Dec 2026e

EPS
®)

EBITDA

(8, mm) 665

Sales /
Revenue

(8, mm)

1,454

474
2 2 492

745

@ 1,497

Mean € Morgan Stanley Estimates

Source: Refinitiv, Morgan Stanley Research

INSIGHT
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Risk Reward — Choice Hotels International Inc (CHH.N)

Downward revisions likely to drive re-rating

PRICE TARGET $92.00

We apply ~10x EV/EBITDA, which is slightly below MAR and relatively in-line with the C-Corp
average asset light multiple we apply across the group given CHH's purely franchised model,
low capital intensity and track record through cycle. Our implied FCF yield is ~4%.

Consensus Price Target Distribution $91.00 & $129.00
MS PT
Source: Refinitiv, Morgan Stanley Research Mean @ Morgan Stanley Estimates
RISK REWARD CHART
usb $175.00(+65.66%)
160
120
$105%M
4 $92.00(-12.91%)
80
40 $54.00(-48.88%)
0
oCT 25 APR 26 0CT 26 ocT 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research

$175.00 BASE CASE $92.00

~10.0x F-24m EV/EBITDA

Systemwide RevPAR in 2026e/2027e is
0.3%/0.1% YoY

BULL CASE
13.0x F-24m EV / Bull EBITDA

Systemwide RevPAR in 2026e/2027e is
+3.8%/+2.1% YoY

+0.3%/+0.1% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$598/$592m

2.3%/1.2% systemwide expansion in
2026e/2027e

2026e/2027e EBITDA of ~$672/$732m

INSIGHT

UNDERWEIGHT THESIS

We see downside to consensus estimates
based on 1) losing share in development to
larger scale peers; and 2) underperforming
RevPAR on a chain scale weighted basis
amidst competitive pressures in midscale. In
addition, CHH's focus on moving upstream is
coming at the expense of weaker FCF
conversion with a step-up in key money and
capex.

Consensus Rating Distribution

|
]
o [lm
® MS Rating

19% Overweight
56% Equal-weight
25% Underweight

Source: Refinitiv, Morgan Stanley Research

BEAR CASE $54.00
9.0x F-24m EV / Bear EBITDA

Systemwide RevPAR in 2026e/2027e is
-7%/+2% YoY

-1.7%/-2.8% systemwide contraction in
2026e/2027e

2026e/2027e EBITDA of ~$508m/$503m
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Risk Reward — Choice Hotels International Inc (CHH.N)

KEY EARNINGS INPUTS
Drivers Dec 2025 Dec 2026e  Dec 2027e  Dec 2028e
EBITDA Margin (%) 88.0 156.2 176.5 174.4
RevPAR Growth (%) (1.2) 0.3 0.1 0.1
Unit Growth (%) 0.5 1.3 0.2 0.2
INVESTMENT DRIVERS RISKS TO PT/RATING MS ESTIMATES VS. CONSENSUS
« Unit growth RISKS TO UPSIDE FY Dec 2027e
+ Economy/mid-tier hotel trends « Better RevPAR in CHH chain scales relative to 746
C-corp peers EPS 6.89 ) 824
GLOBAL REVENUE EXPOSURE + Higher synergies from the Radisson acquisition ~ ($) ) ¢ )
) « Lower capex to drive growth across brands
@ 0-10% APAC, ex Japan, Mainland
® China and India RISKS TO DOWNSIDE 624
© 0-10%  Europe ex UK « Worse owner attrition drives differences in net ~ EBITDA 6244 675
",’ © 0-10% India rooms growth (8, mm)
= ©0-10% Japan ) « Worse signings and openings of Radisson
0-10%  Latin America branded properties
© 0-10% mE‘AI i « Changes in competition in core chain scales Sales / 1646
0-10% !
o010 U;m and Lhina from larger branded peers. Revenue 1630 @ 1813
80-90% North America (§, mm)
I OWNERSHIP POSITIONING
Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here Inst. Owners, % Active 71.3% . Mean 4 Morgan Stanley Estimates
HF Sector Long/Short Ratio 1.8x . Source: Refinitiv, Morgan Stanley Research
MS ALPHA MODELS HF Sector Net Exposure 11.3% .
2/5 24 Month 3/5 3 Month Refinitiv; MSPB Content. Includes certain hedge fund
BEST Horizon MOST Horizon exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
Source: Refinitiv, FactSet, Morgan Stanley Research; 1is trends. Long/Short Ratio = Long Exposure / Short
the highest favored Quintile and 5 is the least favored exposure. Sector % of Total Net Exposure = (For a
Quintile particular sector: Long Exposure - Short Exposure) /

(Across all sectors: Long Exposure — Short Exposure).
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Risk Reward — DiamondRock Hospitality Co (DRH.O)

Best ranking in REIT framework

PRICE TARGET $12.00

Our 12-month price target of $12 is based on 10.5x F-24m EV/EBITDA, essentially in-line with
historical average and our REIT average multiple to reflect the company's strong score on our
REIT framework, partially offset by less recovery to go vs. peers.

Consensus Price Target Distribution

Source: Refinitiv, Morgan Stanley Research

RISK REWARD CHART

usb

o]

OCT 25 APR 26 OCT 26

$11.00 L 2

$16.00
MS PT

Mean 4 Morgan Stanley Estimates

$15.00(+18.86%)

@ $12.00(-4.91%)

$5.00(-60.38%)

OCT 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research

BULL CASE $15.00

11.0x F-24m EV/Base EBITDA ($4,078 MM
Implied EV)

2026e/2027e Systemwide RevPAR grows
+5.3%/+4.8% YoY

EBITDA margin is 28.8%/30.2% in
2026e/2027e vs. 28% in 2019

BASE CASE $12.00

10.6x F-24m EV/Base EBITDA ($3,491 MM
Implied EV)

2026e/2027e Systemwide RevPAR grows
3.8%/2.8% YoY

EBITDA margin is 28.0%/28.0% in
2026e/2027e vs. 28% in 2019

INSIGHT

EQUAL-WEIGHT THESIS

DiamondRock was ahead of shifts that
accelerated in the pandemic, namely
demand for small, leisure resort properties.
As a result, the company has seen among
the fastest recoveries with still limited
competitive supply growth ahead. When
combined with discounted valuation vs.
peers, history and private markets, DRH has
among the best risk-reward of the REITs.
That said, with risk-rewards still better
among several of the C-corps, we are Equal-
weight.

Consensus Rating Distribution

50% Overweight
50% Equal-weight
0% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes
Contrarian: Negative

View descriptions of Risk Rewards Themes here

BEAR CASE $5.00

9.5x F-24m EV/Base EBITDA ($2,247 MM
Implied EV)

2026e/2027e Systemwide RevPAR
-10%/+3% YoY

EBITDA margin is 22.9%/234% in
2026e/2027e vs. 28% in 2019
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Risk Reward — DiamondRock Hospitality Co (DRH.O)

KEY EARNINGS INPUTS

Drivers Dec 2025
EBITDA Margin (%) 26.6
RevPAR Growth (%) 1.1

Non-Room Revenue Growth (%) 1.2

INVESTMENT DRIVERS

« Cadence of RevPAR recovery
« Expense outlook
« Asset valuations

GLOBAL REVENUE EXPOSURE
North America

@ 100%

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

Dec 2026e Dec 2027e Dec 2028e

28.0 28.0 27.8
3.8 2.8 2.3
2.7 1.8 1.9

RISKS TO PT/RATING

MS ESTIMATES VS. CONSENSUS

RISKS TO UPSIDE FY Dec 2026e
« Accretive acquisitions or dispositions (to
unlevered FCF/share and/or ROIC) 40381
« Better RevPAR in key markets relative to peers EPS not sufficient bro
either due to geographic exposure or ® con 4 for this metric
investments
« Post COVID-19 recovery stronger than
expected
« Accretive asset transactions EBITDA 208 323
($, mm)
RISKS TO DOWNSIDE
« Cost pressures weigh on margins
« Worse RevPAR in key markets relative to peers  gajes/ 1,154
either due to geographic exposure or Revenue 1,131 V'S 1163
investments ($, mm)
« Downside from ROI projects
OWNERSHIP POSITIONING Mean @ Morgan Stanley Estimates
Source: Refinitiv, Morgan Stanley Research
Inst. Owners, % Active 41.1% .

1.4x
1.9%

HF Sector Long/Short Ratio

B
HF Sector Net Exposure .
Refinitiv; MSPB Content. Includes certain hedge fund
exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
trends. Long/Short Ratio = Long Exposure / Short
exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure — Short Exposure).

INSIGHT
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Risk Reward — Host Hotels & Resorts Inc (HST.O)

Balanced Risk/Reward at current levels

PRICE TARGET $24.00

Our 12-month price target of $24 is based on 11.0x F-24m EV/EBITDA, at a slight discount
with historical average and our REIT average multiple to reflect the company's strong score
on our REIT framework.

$21.00 L 4
MS PT

Mean 4 Morgan Stanley Estimates

$29.00

Consensus Price Target Distribution

Source: Refinitiv, Morgan Stanley Research

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

usD
40
» $27.00(+19.21%) Prob (>27.00)~21.8%
$24.00t596%) "
$22765-@ Prob (>24.00)~43.9%
20
QR |
10
$13.00(-42.60%) Prob (<13.00)~7.5%
0
ocT 25 APR 26 oCT 26 ocT 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research, Morgan Stanley Institutional Equities Division. The probabilities of our Bull,
Base, and Bear case scenarios playing out were estimated with implied volatility data from the options market as of 9
Oct 2026. All figures are approximate risk-neutral probabilities of the stock reaching beyond the scenario price in either
three-months’ or one-years’ time. View explanation of Options Probabilities methodology here

BULL CASE $27.00 BASE CASE $24.00
11.0x F-24m EV/Base EBITDA ($22,053 MM 10.5x F-24m EV/Base EBITDA ($20,397 MM
Implied EV) Implied EV)

2026e/2027e Systemwide RevPAR grows 2026e/2027e Systemwide RevPAR grows
+6.0%/+5.2% YoY +4.5%/+2.7% YoY

EBITDA margin is 30.3%/30.3% in
2026e/2027e vs. 28% in 2019

EBITDA margin is 29.6%/28.7% in
2026e/2027e vs. 28% in 2019

INSIGHT

EQUAL-WEIGHT THESIS

Recent performance in the stock has left
valuation below peers and at trough levels
(ex-pandemic), creating a more balanced risk
reward. While the stock's fundamentals are
likely to be challenged by deteriorating
trends in key markets, HST has already seen
greater downward revisions vs. peers. While
we still see downside to consensus, HST has
the best balance sheet of the hotel REITs
and the highest RevPAR & EBITDA / room.
With this balance of trough valuation (even
EV is at lows ex-pandemic) and lower
estimates, we see a more balanced risk-
reward.

Consensus Rating Distribution

57% Overweight

43% Equal-weight
0% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes
Contrarian: Negative

View descriptions of Risk Rewards Themes here

BEAR CASE $13.00

11.5x F-24m EV/Base EBITDA ($13,434 MM
Implied EV)

2026e/2027e Systemwide RevPAR
-10%/+3% YoY

EBITDA margin is 23.7%/22.2% in
2026e/2027e vs. 28% in 2019
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Risk Reward — Host Hotels & Resorts Inc (HST.O)

KEY EARNINGS INPUTS

Drivers Dec 2025

EBITDA Margin (%) 28.7 296

RevPAR Growth (%) 3.8 5.2
11.0

Non-Room Revenue Growth (%) (0.9)

INVESTMENT DRIVERS

« US RevPAR recovery
« More meaningful expense pressure
« Asset valuations decline

GLOBAL REVENUE EXPOSURE

® 0-10% Latin America
® 90-100% North America

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

MS ALPHA MODELS
3/5

BEST

24 Month
Horizon

3 Month
Horizon

1/5

MOST

Source: Refinitiv, FactSet, Morgan Stanley Research; 1is
the highest favored Quintile and 5 is the least favored
Quintile

Dec 2026e Dec 2027e Dec 2028e

28.7 28.4
2.7 2.2
3.8 3.0

RISKS TO PT/RATING
RISKS TO UPSIDE

« US RevPAR recovers stronger than expected

« Accretive acquisitions or dispositions (to
unlevered FCF/share and/or ROIC)

« Greater impact from ROl investments

RISKS TO DOWNSIDE

Worse RevPAR in key markets relative to peers
either due to geographic exposure or
investments

Downside to margins from execution of
initiatives

More meaningful expense pressure

Group (convention) recovery lags

Asset valuations decline

OWNERSHIP POSITIONING
2% l

1.4x B
1.9% [ |

Refinitiv; MSPB Content. Includes certain hedge fund
exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
trends. Long/Short Ratio = Long Exposure / Short
exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure — Short Exposure).

Inst. Owners, % Active
HF Sector Long/Short Ratio
HF Sector Net Exposure

MS ESTIMATES VS. CONSENSUS
FY Dec 2027e

1.02

EPS 099 @

©) 113

1,812

EBITDA 1718 *

(8, mm) 1,939

6,322
5,904 L 2

Sales /
Revenue

(8, mm)

6,427

Mean € Morgan Stanley Estimates

Source: Refinitiv, Morgan Stanley Research

INSIGHT
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Risk Reward — Park Hotels & Resorts Inc (PK.N)

More challenged position in REIT framework reflected in valuation

PRICE TARGET $13.00

Our 12-month price target of $13 is based on ~10.5x fwd-24m EV/EBITDA, a greater than 1x

discount to historical average.

Consensus Price Target Distribution

Source: Refinitiv, Morgan Stanley Research

RISK REWARD CHART

usb
24
.8
ek )
» M
6
0
OCT 25 APR 26 OCT 26

$11.00 L 2

$20.00
MS PT

Mean 4 Morgan Stanley Estimates

$26.00(+71.39%)

4 $13.00(-14.30%)

$4.00(-73.63%)

oCT 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research

BULL CASE $26.00

10.5x F-24m EV/Bull EBITDA ($8,816 MM
Implied EV)

2026e/2027e Systemwide RevPAR grows
+8.2/5.6% YoY

EBITDA margin is 28.2%/29.6% in
2026e/2027e vs. 27% in 2019

BASE CASE $13.00

~10.1x F-24m EV/Base EBITDA ($6,454MM
Implied EV)

2026e/2027e Systemwide RevPAR grows
+5.2%/+3.6% YoY

EBITDA margin is 24.1%/23.8% in
2026e/2027e vs. 27% in 2019

INSIGHT

EQUAL-WEIGHT THESIS

Park Hotels & Resorts has the third weakest
scoring in our REIT framework due to its
combination of elevated leverage (5.4x vs.
peer avg 4.8x) and lower capital investment.
However, with valuation now at a discount
to history (2025e EV/EBITDA is ~10.5x vs.
11x pre-pandemic) and to private transaction
values in their markets (-40% discount on
both price/key and cap rate), we believe that
much of this uncertainty is priced in. This
dynamic is reflected in our risk-reward,
where downside is somewhat limited vs.
peers with the current enterprise value
closer to pandemic lows yet upside could be
substantial given leverage levels.

Consensus Rating Distribution

| 29% Overweight
o I 59% Equal-weight

|| 12% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes

Positive
Positive

Contrarian:
Special Situation:

View descriptions of Risk Rewards Themes here

BEAR CASE $4.00

11x F-24m EV/Bear EBITDA ($4,930 MM
Implied EV)

2026e/2027e Systemwide RevPAR grows
-10%/+3% YoY

EBITDA margin is 16.5%/214% in
2026e/2027e vs. 27% in 2019
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Risk Reward — Park Hotels & Resorts Inc (PK.N)

KEY EARNINGS INPUTS

Drivers Dec 2025
EBITDA Margin (%) 24.0
RevPAR Growth (%) (1.8)

Non-Room Revenue Growth (%) 0.6

INVESTMENT DRIVERS

« Cadence of RevPAR recovery
« Expense outlook
« Asset valuations

GLOBAL REVENUE EXPOSURE

® 100% North America

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

Dec 2026e Dec 2027e Dec 2028e

249

247 24.2
3.6 2.0
2.8 3.8

RISKS TO PT/RATING
RISKS TO UPSIDE

Accretive acquisitions or dispositions (to
unlevered FCF/share and/or ROIC)

Better RevPAR in key markets relative to peers
either due to geographic exposure or
investments

RISKS TO DOWNSIDE

« Downside to margins from execution of
initiatives

« Lower impact from ROl investments

OWNERSHIP POSITIONING

Inst. Owners, % Active 39.1% .
HF Sector Long/Short Ratio 1.4x
HF Sector Net Exposure 1.9%

B
|
Refinitiv; MSPB Content. Includes certain hedge fund
exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
trends. Long/Short Ratio = Long Exposure / Short
exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure — Short Exposure).

MS ESTIMATES VS.
FY Dec 2026e

EPS

©) 0.36

FFO per
share 1.86

®)

EBITDA

(8, mm) 569

Sales /
Revenue 2,425
(8, mm)

Mean € Morgan Stanley Estimates

CONSENSUS

€0.67

1.92
¢ 2.00

623
> 637

2,503
L 2 2,617

Source: Refinitiv, Morgan Stanley Research

INSIGHT
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Risk Reward — Pebblebrook Hotel Trust (PEB.N)

Elevated Leverage & Premium Valuation Drive Unfavorable Risk-Reward

PRICE TARGET $14.00

We apply a ~12.5x F-24m EV/EBITDA, a discount to PEB's 3-year pre-pandemic average of
14.7x NTM EV/EBITDA due to high leverage and potential pent-up maintenance capex (among
the lowest capex-D&A / key of peers). We are above our Hotel REIT average multiple.

Consensus Price Target Distribution

Source: Refinitiv, Morgan Stanley Research

RISK REWARD CHART

usb
20 " w
15
10
5
0
OCT 25 APR 26 OCT 26

$13.00 o $22.00
MS PT
Mean 4 Morgan Stanley Estimates
$23.00(+20.29%)
# $14.00(-26.78%)
$7.00(-63.39%)
OCT 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research

BULL CASE $23.00

14.0x F-24m EV/Base EBITDA ($5,429 MM
Implied EV)

Systemwide RevPAR in 2026e/2027e grows
+9.1%/+5.0% YoY

EBITDA margin is 23.9%/24.2% in
2026e/2027e vs. 33% in 2019

BASE CASE $14.00

12.6x F-24m EV/Base EBITDA ($4,281 MM
Implied EV)

Systemwide RevPAR in 2026e/2027e is
+6.1%/+2.5% YoY

EBITDA margin is 22.8%/22.0% in
2026e/2027e vs. 33% in 2019

UNDERWEIGHT THESIS

While we view Pebblebrook as having one of
the most unique strategies among REITs
given a greater mix of smaller, independent
properties with terminable at will
management agreements, valuation is
already reflective at 13x EV/EBITDA vs.
peers at 12x. When combined with high
financial leverage, we see a wide risk-reward,
albeit unfavorable relative to our coverage.

Consensus Rating Distribution

. 27% Overweight

| 53% Equal-weight
o lm 20% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes
Contrarian: Negative

View descriptions of Risk Rewards Themes here

BEAR CASE $7.00

15.0x F-24mEV/Base EBITDA ($3,530) MM
Implied EV

Systemwide RevPAR in 2026e/2027e
-10%/+3% YoY

EBITDA margin is 17.3%/18.5% in
2026e/2027e vs. 33% in 2019

INSIGHT
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Risk Reward — Pebblebrook Hotel Trust (PEB.N)

KEY EARNINGS INPUTS

Drivers Dec 2025 Dec 2026e Dec 2027e Dec 2028e

EBITDA Margin (%) 23.3 23.4 229 22.9

RevPAR Growth (%) (0.4) 6.1 2.5 2.0

Non-Room Revenue Growth (%) 4.6 1.7 3.0 2.8

INVESTMENT DRIVERS RISKS TO PT/RATING MS ESTIMATES VS. CONSENSUS
« US RevPAR recovery RISKS TO UPSIDE FY Dec 2026e

+ Expense growth « Stronger than expected macro in key markets

+ Asset valuations drives RevPAR upside EBITDA 337 393 357
« Accretive acquisitions/disposition activity drives ($, mm) *
GLOBAL REVENUE EXPOSURE upside to FFO/share and/or lowers leverage vs.
expectations
« More benign competitive supply growth FFO per 163
supports better recovery than anticipated )
® 100% North America PP Y P share 1.52 3 1.83
RISKS TO DOWNSIDE ()
« RevPAR recovers weaker than expected
Source: Morgan Stanley Research Estimate + Rising interest rates expand cap rates (0.31)
View explanation of regional hierarchies here (Es[;s (0.67) & (027)
OWNERSHIP POSITIONING
Inst. Owners, % Active 46.8% . Mean € Morgan Stanley Estimates
HF Sector Long/Short Ratio 1 4x . Source: Refinitiv, Morgan Stanley Research
HF Sector Net Exposure 1.9% .

Refinitiv; MSPB Content. Includes certain hedge fund
exposures held with MSPB. Information may be
inconsistent with or may not reflect broader market
trends. Long/Short Ratio = Long Exposure / Short
exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure — Short Exposure).
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Risk Reward — Expedia Inc. (EXPE.O)

Improving Execution, Weakest Consumer Position

PRICE TARGET $235.00

Our $235 price target is based on a ~10X multiple of '27/28 average GAAP EPS of ~$23. Our
PT implies EXPE normalizes to trade at a ~45% discount to BKNG on a P/E basis, slightly

below the 4-year average discount.

Consensus Price Target Distribution

Source: Refinitiv, Morgan Stanley Research

$235.00 ¢

$417.00
MS PT

Mean 4 Morgan Stanley Estimates

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

usb
480
360

MW$':7 -Z'i\-'
240

120

o]

OCT 25 APR 26 OCT 26

$330.00(+20.34%)  Prob (>330.00)~25.5%

$235.00(-14.30%)
¢——— Prob (<235.00)~41.2%

Prob (<165.00)~19.8%

$165.00(-39.83%)

oCT 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research, Morgan Stanley Institutional Equities Division. The probabilities of our Bull,
Base, and Bear case scenarios playing out were estimated with implied volatility data from the options market as of 9
Oct 2026. All figures are approximate risk-neutral probabilities of the stock reaching beyond the scenario price in either
three-months’ or one-years’ time. View explanation of Options Probabilities methodology here

BULL CASE $330.00

~13X $25 of Bull Case '27/28 Avg GAAP
EPS

Our bull case assumes EXPE sees HSD%
revenue growth long term, driven by
improved marketing ROl and travel specific
Al lifting conversion. Cost discipline and
platform consolidation drive EBITDA
margins to the high 20s%, as reduced
marketing intensity offset the lower-margin
mix from B2B growth outpacing higher-
margin direct consumer demand.

BASE CASE $235.00

~10X $23 of Base Case '27/28 Avg GAAP
EPS

Our base case assumes EXPE sees ~MSD%
revenue growth long term, reflecting
continued B2B strength and modest B2C
improvement, offset by structurally slower
consumer growth versus peers. EBITDA
margins reach the high 20s%, as cost
discipline and platform consolidation
provide moderate leverage, partially offset
by B2B's lower-margin mix and ongoing
marketing investment needed to sustain
competitive positioning.

UNDERWEIGHT THESIS

m EXPE's execution has improved in terms of
platform consolidation, cost discipline, and
marketing returns, but screens the weakest
across the three OTAs on supply
differentiation and engagement.

m EXPE can benefit from the same travel-
specific Al tailwinds as peers, but its weaker
consumer engagement and higher exposure
to chain hotels/air leave it more exposed to
agentic risk.

m B2B is a real growth contributor but
screens as lower quality growth as agentic
adoption increases.

Consensus Rating Distribution

| 42% Overweight

| 55% Equal-weight
ol 3% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

BEAR CASE $165.00

~8X $20 of Bear Case '27/28 Avg GAAP
EPS

Our bear case assumes EXPE sees MSD%
revenue growth long term, as MAU
deceleration continues and horizontal
agents disintermediate its chain hotel/air-
heavy supply, structurally weakening
consumer share. EBITDA margins reach the
mid-20s% in the medium term, driven by
rising B2B mix diluting take rates, continued
marketing spend needed to defend
engagement, and limited pricing power as
EXPE cedes the customer relationship to
agentic intermediaries.

INSIGHT
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Risk Reward — Expedia Inc. (EXPE.O)

KEY EARNINGS INPUTS

Drivers Dec2025 Dec2026e Dec2027e Dec 2028e

% change Y/Y (%) 8.0 6.8 5.8 49

Total Revenue ($, mm) 14,733 16,230 17,233 18,120

Adjusted EBITDA ($, mm) 3,501 4,115 4,522 4,923

INVESTMENT DRIVERS RISKS TO PT/RATING MS ESTIMATES VS. CONSENSUS
« Lodging Room Nights Booked RISKS TO UPSIDE FY Dec 2026e

« Lodging Gross Bookings

« Increased direct traffic mix
« Net Revenue Take Rate

« Marketing leverage Sales / 16,230
+ Direct Marketing Spend as a % of Gross « Resulting in faster than expected revenue Revenue 16,022 > 16,408
Bookings growth/EBITDA margin expansion (8, mm)
- EBITDA/FCF « Alinnovation drives bookings and conversion
meaningfully i1
GLOBAL REVENUE EXPOSURE RISKS TO DOWNSIDE EBITDA 4006 '< 4957
@ 0-10% APAC, ex Japan, Mainland « Share loss to competition (5, mm)
" 010 Shlna and India « Direct traffic mix decreases
© 0-10% Japan « Marketing deleverage
" ©0-10%  Latin America « Resulting in slower than expected revenue Net income 2,556
® 0-10% Mainland China growth/EBITDA margin expansion (s‘ mm) 1,938 > 3,013
0-10% UK « Horizontal agents direct bookings direct to
© 20-30% Europe ex UK chain hotel/air players
50-60% North America 2042
Source: Morgan Stanley Research Estimate OWNERSH'P POSlTlONlNG EPS 18.02 ( 24.09
View explanation of regional hierarchies here (S)
Inst. Owners, % Active 49.6% .
MS ALPHA MODELS HF Sector Long/Short Ratio 1.8x . Mean @ Morgan Stanley Estimates
HF Sector Net Exposure 11.3% . Source: Refinitiv, Morgan Stanley Research
1/5 24 Month 1/5 3 Month
BEST Horizon MOST Horizon Refinitiv; MSPB Content. Includes certain hedge fund
exposures held with MSPB. Information may be
Source: Refinitiv, FactSet, Morgan Stanley Research; 1is inconsistent with or may not reflect broader market
the highest favored Quintile and 5 is the least favored trends. Long/Short Ratio = Long Exposure / Short
Quintile exposure. Sector % of Total Net Exposure = (For a

particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure — Short Exposure).
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Risk Reward — Booking Holdings Inc (BKNG.O)

Unigue Supply and an Underrated Agentic Position

PRICE TARGET $230.00

Our $230 price target is based on a ~18X multiple on an average of '27/28 GAAP EPS of
~$13, below BKNG's long-term avg. P/E of ~20X (ex-2020/2021). This implies a '27 adj.
EBITDA multiple of ~13X, closer to comparable internet marketplace leaders UBER/DASH

and its closest accommodation peer ABNB.

Consensus Price Target Distribution

Source: Refinitiv, Morgan Stanley Research

$180.00 <

$301.00
MS PT

Mean 4 Morgan Stanley Estimates

RISK REWARD CHART AND OPTIONS IMPLIED PROBABILITIES (12M)

usb
320
240

160 $160.347@®

80

o]

OCT'25 APR 26 0OCT 26

$275.00(+71.51%) Prob (>275.00)~2.7%

$230.00(+4345%)
———— Prob (>230.00)~11.9%

$130.00(-18.92%) Prob (<130.00)~31.2%

ocT 27

Key: — Historical Stock Performance @ Current Stock Price 4 Price Target

Source: Refinitiv, Morgan Stanley Research, Morgan Stanley Institutional Equities Division. The probabilities of our Bull,
Base, and Bear case scenarios playing out were estimated with implied volatility data from the options market as of 9
Oct 2026. All figures are approximate risk-neutral probabilities of the stock reaching beyond the scenario price in either

three-months’ or one-years' time. View explanation of Options Probabilities methodology here

BULL CASE $275.00
~20X our '27/28 avg bull case EPS of ~$14

Our bull case assumes BKNG sees faster
revenue and earnings growth as micro
innovation drives incremental revenue. This
enables BKNG to increase its mix of direct
business and further grow its top/bottom
line. This implies the multiple reverts back
to its long-term average (ex-2020/2021) of
~20X.

BASE CASE $230.00

~18X of our '27/28 avg base case EPS of
~$13

Our base case assumes BKNG sees high
single digits % revenue growth near-term as
the company continues to increase its direct
traffic and drive leverage, equating to low-
teens % plus, EPS growth. Our price target
is based on an ~18X multiple on '27/28
average GAAP EPS of ~$13, below BKNG's
long-term avg. P/E of ~20X (ex-2020/2021).

INSIGHT

OVERWEIGHT THESIS

m BKNG's fragmented, scaled, and unique
lodging supply gives it leverage over agentic
platforms' travel capabilities. Given this, we
believe BKNG can negotiate favorable terms
with partners and continue to grow the
business at similar unit economics.

m Historically, acquisition of users/direct
traffic from search has been one of BKNG's
core competencies. In our view, current
agentic travel products function similarly to
search and we believe BKNG can use current
integrations to continue driving direct traffic
and repeat future traffic.

m GenAl disruption fears have caused BKNG
to de-rate below pandemic troughs. As
these fears dispel, the multiple could see
recovery closer to its historical avg.

Consensus Rating Distribution

82% Overweight

18% Equal-weight
0% Underweight
® MS Rating

Source: Refinitiv, Morgan Stanley Research

Risk Reward Themes

Secular Growth: Positive

View descriptions of Risk Rewards Themes here

BEAR CASE $130.00
~12X our '27/28 avg bear case EPS of ~$11

Our bear case assumes BKNG sees slower
revenue and earnings growth as agentic
travel on external platforms improve and
gain adoption. This leads to BKNG
decreasing high-margin direct traffic. This
implies it trades slightly below COVID
trough multiples of ~14x.
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Risk Reward — Booking Holdings Inc (BKNG.O)

KEY EARNINGS INPUTS

Drivers

Total Room Nights Sold (%)

Total Revenue ($, mm)

Adjusted EBITDA (new Non-GAAP

method) ($, mm)

Dec 2025 Dec 2026e Dec 2027e Dec 2028e

8.0
26,917

9,937

INVESTMENT DRIVERS

« Room Nights
« Bookings

« EBITDA

« EPS

GLOBAL REVENUE EXPOSURE

® 0-10%

® 0-10%
® 0-10%
® 0-10%
0-10%
® 10-20%
60-70%

v,

4

APAC, ex Japan, Mainland
China and India

Japan

Latin America
Mainland China
North America
UK

Europe ex UK

Source: Morgan Stanley Research Estimate
View explanation of regional hierarchies here

MS ALPHA MODELS
2/5  2aMonth  1/5 3 Month
BEST Horizon MOST Horizon

Source: Refinitiv, FactSet, Morgan Stanley Research; 1is
the highest favored Quintile and 5 is the least favored

Quintile

5.9 7.3 6.9
29,477 32,035 34,724
10,954 12,301 13,524

RISKS TO PT/RATING

RISKS TO UPSIDE

« Stable leisure travel demand, micro innovation
from BKNG (its own, domain specific agent)
drives increasing direct traffic, share gains,

faster growth and leverage

RISKS TO DOWNSIDE

Agentic take share of top of funnel travel

search driving mix shift to lower margin paid

traffic

Platform shift levels performance marketing

playing field (EXPE, Hotel direct become more

competitive in bidding/acquiring traffic)

OWNERSHIP POSITIONING

Inst. Owners, % Active
HF Sector Long/Short Ratio
HF Sector Net Exposure

57%
1.8x
11.3%

Refinitiv; MSPB Content. Includes certain hedge fund

exposures held with MSPB. Information may be

inconsistent with or may not reflect broader market

trends. Long/Short Ratio = Long Exposure / Short

exposure. Sector % of Total Net Exposure = (For a
particular sector: Long Exposure - Short Exposure) /
(Across all sectors: Long Exposure — Short Exposure).

MS ESTIMATES VS. CONSENSUS

FY Dec 2026e

Sales /
Revenue

(8, mm)

28,941

EBITDA

(8, mm) 10,713

Net income

(8, mm) 7,791

10.15

Mean @ Morgan Stanley Estimates

7,974

10.27
4

29,477

10,954

Source: Refinitiv, Morgan Stanley Research

29,759

11,072

8,463

10.75

INSIGHT
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Risk Reward Reference links

1. View explanation of Options Probabilities methodology -
Options_Probabilities_Exhibit_Link.pdf

2. View descriptions of Risk Rewards Themes - RR_Themes_Exhibit_Link.pdf
3. View explanation of regional hierarchies - GEG_Exhibit_Link.pdf

4. View explanation of Theme/Exposure methodology -
ESG_Sustainable_Solutions_External_Link.pdf

5. View explanation of HERS methodology - ESG_HERS_External_Link.pdf


https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/Options_Probabilities_Exhibit_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/RR_Themes_Exhibit_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/GEG_Exhibit_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/ESG_Sustainable_Solutions_External_Link.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/ESG_HERS_External_Link.pdf
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receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Kun Chen; Matthew Cost; Stephen W Grambling; Brian Nowak, CFA; Jamie
Rollo.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at www.morganstanley.com/institutional/research/conflictpolicies. A

Portuguese version of the policy can be found at www.morganstanley.com.br

Important Regulatory Disclosures on Subject Companies

The analyst or strategist (or a household member) identified below owns the following securities (or related derivatives): Kun Chen - Amazon.com Inc(common or preferred stock); James F
Koehne, CFA - Alphabet Inc.(common or preferred stock), Amazon.com Inc(common or preferred stock), Meta Platforms Inc(common or preferred stock), Opendoor Technologies Inc(common
or preferred stock), Trade Desk Inc(common or preferred stock).

As of September 30, 2026, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in Morgan Stanley Research: Airbnb Inc,
Alphabet Inc, Amazon.com Inc, ApplLovin Corp, Booking Holdings Inc, Boyd Gaming Corp, Bumble Inc, Caesars Entertainment Inc, Chewy Inc, Choice Hotels International Inc, Criteo SA,
DiamondRock Hospitality Co, DoorDash Inc, DoubleVerify Holdings Inc, DraftKings Inc, Duolingo Inc, eBay Inc, Etsy Inc, Expedia Inc., FIGS, Inc,, Gaming and Leisure Properties Inc, Hilton Grand
Vacations Inc, Hilton Worldwide Holdings Inc, Host Hotels & Resorts Inc, Hyatt Hotels Corp, Instacart, Lyft Inc, Marriott International Inc, Marriott Vacations Worldwide Corp, Match Group Inc,
Meta Platforms Inc, MGM Resorts International, Opendoor Technologies Inc, Park Hotels & Resorts Inc, Pebblebrook Hotel Trust, Peloton Interactive, Inc, PENN Entertainment Inc,, Pinterest
Inc, Red Rock Resorts Inc, Reddit Inc, Revolve Group Inc, Roblox Corporation, Ryman Hospitality Properties Inc,, Snap Inc,, Take-Two Interactive Software, Trade Desk Inc, Travel & Leisure Co,,
Uber Technologies Inc, Unity Software Inc, Wyndham Hotels & Resorts Inc, Wynn Resorts, Limited, Yelp Inc, Zillow Group Inc.

Within the last 12 months, Morgan Stanley managed or co-managed a public offering (or 144A offering) of securities of Airbnb Inc, Alphabet Inc,, Amazon.com Inc, Compass, Inc,, eBay Inc, Gaming
and Leisure Properties Inc, Host Hotels & Resorts Inc, Las Vegas Sands Corp, Liftoff Mobile Inc, Meta Platforms Inc, MGM Resorts International, Ryman Hospitality Properties Inc., Uber
Technologies Inc, VICI Properties Inc.

Within the last 12 months, Morgan Stanley has received compensation for investment banking services from Airbnb Inc, Alphabet Inc,, Amazon.com Inc, Chewy Inc, DoorDash Inc, eBay Inc, Gaming
and Leisure Properties Inc, Host Hotels & Resorts Inc, Instacart, Las Vegas Sands Corp, Liftoff Mobile Inc, Meta Platforms Inc, MGM Resorts International, Ryman Hospitality Properties Inc,
Sportradar Group AG, Uber Technologies Inc, VICI Properties Inc, Wynn Resorts, Limited.

Inthe next 3months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from Airbnb Inc, Alphabet Inc., Amazon.com Inc, AppLovin Corp, Booking
Holdings Inc, Boyd Gaming Corp, Bumble Inc,, Caesars Entertainment Inc, Chewy Inc, Choice Hotels International Inc, Criteo SA, DiamondRock Hospitality Co, DoorDash Inc, DoubleVerify Holdings
Inc, DraftKings Inc, Duolingo Inc, eBay Inc, Etsy Inc, ExpediaInc,, FIGS, Inc., Gaming and Leisure Properties Inc, Hilton Worldwide Holdings Inc, Host Hotels & Resorts Inc, Hyatt Hotels Corp, Instacart,
Las Vegas Sands Corp, Liftoff Mobile Inc, Lyft Inc, Marriott International Inc, Match Group Inc, Meta Platforms Inc, MGM Resorts International, MNTN Inc, Opendoor Technologies Inc, Park Hotels
&Resorts Inc, Peloton Interactive, Inc, PENN Entertainment Inc, Pinterest Inc, Playtika Holding Corp, Red Rock Resorts Inc, Reddit Inc, Revolve Group Inc, Roblox Corporation, Ryman Hospitality
Properties Inc, Snap Inc,, Sportradar Group AG, Take-Two Interactive Software, Trade Desk Inc, Travel & Leisure Co., Uber Technologies Inc, Unity Software Inc, VICI Properties Inc, Webtoon
Entertainment Inc, Wynn Resorts, Limited, Yelp Inc, Zillow Group Inc.

Within the last 12 months, Morgan Stanley has received compensation for products and services other thaninvestment banking services from Airbnb Inc, Alphabet Inc., Amazon.com Inc, AppLovin
Corp, Booking Holdings Inc, Boyd Gaming Corp, Caesars Entertainment Inc, Chewy Inc, DoorDash Inc, DraftKings Inc, eBay Inc, Expedia Inc.,, Gaming and Leisure Properties Inc, Hilton Worldwide
Holdings Inc, Host Hotels & Resorts Inc, Hyatt Hotels Corp, Instacart, Las Vegas Sands Corp, Liftoff Mobile Inc, Marriott International Inc, Match Group Inc, Meta Platforms Inc, MGM Resorts
International, Opendoor Technologies Inc, Park Hotels & Resorts Inc, Peloton Interactive, Inc,, PENN Entertainment Inc,, Pinterest Inc, Playtika Holding Corp, Reddit Inc, Revolve Group Inc, Ryman
Hospitality Properties Inc,, Snap Inc., Sportradar Group AG, Take-Two Interactive Software, Travel & Leisure Co., Uber Technologies Inc, Unity Software Inc, VICI Properties Inc, WW International
Inc, Wyndham Hotels & Resorts Inc, Wynn Resorts, Limited.
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Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client relationship with, the following company: Airbnb
Inc, Alphabet Inc,, Amazon.com Inc, AppLovin Corp, Booking Holdings Inc, Boyd Gaming Corp, Bumble Inc, Caesars Entertainment Inc, Chewy Inc, Choice Hotels International Inc, Compass, Inc,,
Criteo SA, DiamondRock Hospitality Co, DoorDash Inc, DoubleVerify Holdings Inc, DraftKings Inc, Duolingo Inc, eBay Inc, Etsy Inc, Expedia Inc,, FIGS, Inc, Gaming and Leisure Properties Inc, Hilton
Worldwide Holdings Inc, Host Hotels & Resorts Inc, Hyatt Hotels Corp, Instacart, Las Vegas Sands Corp, Liftoff Mobile Inc, Lyft Inc, Marriott International Inc, Match Group Inc, Meta Platforms
Inc, MGM Resorts International, MNTN Inc, Opendoor Technologies Inc, Park Hotels & Resorts Inc, Peloton Interactive, Inc, PENN Entertainment Inc,, Pinterest Inc, Playtika Holding Corp, Red
Rock Resorts Inc, Reddit Inc, Revolve Group Inc, Roblox Corporation, Ryman Hospitality Properties Inc,, Snap Inc,, Sportradar Group AG, Take-Two Interactive Software, Trade Desk Inc, Travel
& Leisure Co., Uber Technologies Inc, Unity Software Inc, VICI Properties Inc, Webtoon Entertainment Inc, Wynn Resorts, Limited, Yelp Inc, Zillow Group Inc.

Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past has entered into an agreement to provide
services or has a client relationship with the following company: Airbnb Inc, Alphabet Inc,, Amazon.com Inc, AppLovin Corp, Booking Holdings Inc, Boyd Gaming Corp, Caesars Entertainment
Inc, Chewy Inc, DoorDash Inc, DraftKings Inc, eBay Inc, Etsy Inc, Expedia Inc,, Gaming and Leisure Properties Inc, Hilton Worldwide Holdings Inc, Host Hotels & Resorts Inc, Hyatt Hotels Corp,
Instacart, Las Vegas Sands Corp, Liftoff Mobile Inc, Lyft Inc, Marriott International Inc, Match Group Inc, Meta Platforms Inc, MGM Resorts International, Opendoor Technologies Inc, Park Hotels
&Resorts Inc, Peloton Interactive, Inc., PENN Entertainment Inc,, Pinterest Inc, Playtika Holding Corp, Reddit Inc, Revolve Group Inc, Ryman Hospitality Properties Inc.,, Snap Inc,, Sportradar Group
AG, Take-Two Interactive Software, Travel & Leisure Co., Uber Technologies Inc, Unity Software Inc, VICI Properties Inc, WW International Inc, Wyndham Hotels & Resorts Inc, Wynn Resorts,
Limited, Zillow Group Inc.

An employee, director or consultant of Morgan Stanley is a director of eBay Inc. This person is not a research analyst or a member of a research analyst's household.

Morgan Stanley & Co. LLC makes a market in the securities of Boyd Gaming Corp, Choice Hotels International Inc, DiamondRock Hospitality Co, DoubleVerify Holdings Inc, FIGS, Inc., Grindr
Inc., Hilton Grand Vacations Inc, Hyatt Hotels Corp, Marriott Vacations Worldwide Corp, Pebblebrook Hotel Trust, Playtika Holding Corp, Red Rock Resorts Inc, Revolve Group Inc, Ryman
Hospitality Properties Inc, Travel & Leisure Co., Webtoon Entertainment Inc, Wyndham Hotels & Resorts Inc, Yelp Inc.

The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, including quality
of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking revenues. Equity Research analysts' or strategists' compensation is not
linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing liquidity, fund management,
commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in
Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report. Morgan Stanley trades or may trade
as principal in the debt securities (or in related derivatives) that are the subject of the debt research report.

Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan Stanley does not assign ratings of Buy,
Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold and sell. Investors should carefully read the definitions of all
ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan
Stanley Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as investment advice. An investor's decision
to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.

Global Stock Ratings Distribution

(as of September 30, 2026)

The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.

For disclosure purposes only (in accordance with FINRA requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of Overweight, Equal-weight, Not-Rated
and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy,
hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a
buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Other Material Investment Services

Coverage Universe Investment Banking Clients (IBC) )
Clients (MISC)
Stock Rating % of Rating % of Total Other
Count % of Total Count % of Total IBC Count
Category Category MISC
Overweight/Buy 1599 43% 455 48% 28% 783 44%
Equal-weight/Hold 1563 42% 394 42% 25% 763 43%
Not-Rated/Hold 2 0% 1 0% 50% 1 0%
Underweight/Sell 570 15% 96 10% 17% 227 13%
Total 3,734 946 1774

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment banking compensation in the
last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly 100 percent.

Analyst Stock Ratings

Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCl Index or the average total return of the analyst's industry (or industry
team's) coverage universe, on a risk-adjusted basis over the next 1218 months.

Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant country MSCl Index or the average total return of the analyst's industry (or
industry team's) coverage universe, on a risk-adjusted basis over the next 12-18 months.

Not-Rated (NR) - Currently the analyst does not have adequate conviction about the stock's total return relative to the relevant country MSClIndex or the average total return of the analyst's
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industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U or Under) - The stock's total return is expected to be below the total return of the relevant country MSCl Index or the average total return of the analyst's industry (or industry
team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as indicated
below.

In-Line ([): The analyst expects the performance of his or her industry coverage universe over the next 1218 months to be in line with the relevant broad market benchmark, as indicated below.
Cautious (O): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan - TOPIX; Asia -
relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Important disclosures regarding any material conflict of interest that can reasonably be expected to have influenced Morgan Stanley Smith Barney LLC's choice of a third-party research provider
or the subject company of a third-party research report, are available on the Morgan Stanley Wealth Management disclosure website at www.morganstanley.com/online/researchdisclosures.
For Morgan Stanley specific disclosures, you may refer to https://www.morganstanley.com/egr/disclosures/webapp/generalresearch.

Each Morgan Stanley research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the same person who reviews the

research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

A member of Research who had or could have had access to the research prior to completion owns securities (or related derivatives) in the Alphabet Inc,, Amazon.com Inc, Booking Holdings
Inc, Meta Platforms Inc, Uber Technologies Inc. This person is not a research analyst or a member of research analyst's household.

Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on developments with the issuer, the
sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain Research publications are intended to be updated on a regular periodic
basis (weekly/monthly/quarterly/annual) and will ordinarily be updated with that frequency, unless the Research Analyst and Research Management determine that a different publication
schedule is appropriate based on current conditions.

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of Section 975 of the
Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or views expressed
in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a particular stock, please contact
your sales representative or go to Matrix at http://www.morganstanley.com/matrix.

Morgan Stanley Researchis provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to clients. Certain, but not all, Morgan
Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as a convenience. For access to all
available Morgan Stanley Research, please contact your sales representative or go to Matrix at http:/www.morganstanley.com/matrix.

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http//www.morganstanley.com/terms.html). By accessing and/or using Morgan Stanley
Research, you are indicating that you have read and agree to be bound by our Terms of Use (http/Awww.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing
your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy (http//www.morganstanley.com/privacy_pledge.htm), including for the purposes of
setting your preferences and to collect readership data so that we can deliver better and more personalized service and products to you. To find out more information about how Morgan Stanley
processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge html). Please use
the provided link to review the Terms and Conditions and Most Important Terms and Conditions for Morgan Stanley India Company Private Limited (https;/Awww.morganstanley.com/assets/
pdfs/about-us-global-offices/india/Terms_and_conditions.pdf) and the following link to review the audit report (https//ny.matrixms.com/eqgr/research/webapp/researchdocs/
MSICPL_Morgan_Stanley_Research_Audit_Report.pdf).

If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not access our research.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and objectives of those
who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser.
The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research
may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the
solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary because of changes
ininterest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There
may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject
company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors,
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive
factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the
profitability or revenues of particular trading desks.

The "Important Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of common
equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in securities/instruments or
derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not involved in the
preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies mentioned and may trade them in ways different

from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.
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With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, comprehensive
information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan Stanley Research change apart from
whenwe intend to discontinue equity research coverage of a subject company. Facts and views presentedin Morgan Stanley Research have not been reviewed by, and may not reflect information
known to, professionals in other Morgan Stanley business areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated expenses unless
pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.

To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited (MSTL".
Such information is for your reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan Stanley Research
may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley. Any non-customer reader within the scope of Article
7-10f the Taiwan Stock Exchange Recommendation Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan Stanley Research to any third party
(including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley Research which may create or give the
appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation
or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.

Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan Stanley Asia Limited.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitute an offer to sell or
the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant
approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. Neither this report nor any part of it is intended as, or shall constitute, provision
of any consultancy or advisory service of securities investment as defined under PRC law. Such information is provided for your reference only.

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley CTV.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, Sdo Paulo - SP, Brazil; and is regulated by the Comissao
de Valores Mobiliarios; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de CV which is regulated by Comision Nacional Bancaria y de Valores. Paseo de los Tamarindos 90, Torre 1,
Col. Bosques de las Lomas Floor 29, 05120 Mexico City; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related research reports only, Morgan Stanley Capital Group
Japan Co,, Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Bank Asia Limited; in Singapore by Morgan Stanley Asia
(Singapore) Pte. (Registration number 1992062987) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of
Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or in connection with, Morgan Stanley Research) and by Morgan
Stanley Bank Asia Limited, Singapore Branch (Registration number T14FCOTI8)); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley
Australia Limited ABN. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail
clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (ABN. 19 009 145 555, holder of Australian financial services license
No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited having
Corporate Identification No (CIN) U22990MH1998PTC115305, regulated by the Securities and Exchange Board of India (“SEBI") and holder of licenses as a Research Analyst (SEBI Registration
No. INHOOO0OTI05); Stock Broker (SEBI Stock Broker Registration No. INZO00244438), Merchant Banker (SEBI Registration No. INMOOOO11203), and depository participant with National
Securities Depository Limited (SEBI Registration No. IN-DP-NSDL-567-2021) having registered office at Altimus, Level 39 & 40, Pandurang Budhkar Marg, Worli, Mumbai 400018, India;
Telephone no. +91-22-61181000; Compliance Officer Details: Mr. Tejarshi Hardas, Tel. No.: +91-22-61181000 or Email: tejarshi.hardas@morganstanley.com; Grievance officer details: Mr. Tejarshi
Hardas, Tel. No.: +91-22-61181000 or Email: msic-compliance@morganstanley.com. Morgan Stanley India Company Private Limited (MSICPL) may use Al tools in providing research services.
Allrecommendations contained herein are made by the duly qualified research analysts; in Germany and the European Economic Area where required by Morgan Stanley Europe S.E., authorised
and regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin) under the reference number 149169; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its
contents. Morgan Stanley & Co. International plc, authorized by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority,
disseminates in the UK research that it has prepared, and research which has been prepared by any of its affiliates, only to persons who (i) are investment professionals falling within Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order"); (ii) are persons who are high net worth entities falling within Article 49(2)(a)
to (d) of the Order; or (ii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000,
asamended) may otherwise lawfully be communicated or caused to be communicated. RMB Morgan Stanley Proprietary Limited is amember of the JSE Limited and A2X (Pty) Ltd. RMB Morgan
Stanley Proprietary Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by
FirstRand Limited. Morgan Stanley Research is disseminated in Canada by Morgan Stanley Canada Limited and Morgan Stanley Wealth Management Canada Inc., members of the Canadian
Investment Regulatory Organization (CIRO). The information in Morgan Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital Market Authority in
the Kingdom of Saudi Arabia, and is directed at Sophisticated investors only.

Morgan Stanley Hong Kong Securities Limited is the liquidity provider/market maker for securities of Las Vegas Sands Corp, MGM Resorts International listed on the Stock Exchange of Hong
Kong Limited. An updated list can be found on HKEx website: http:/Awww.hkex.com.hk.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the DFSA)
or by Morgan Stanley & Co. International plc (ADGM Branch), regulated by the Financial Services Regulatory Authority Abu Dhabi (the FSRA), and is directed at Professional Clients only, as
defined by the DFSA or the FSRA, respectively. The financial products or financial services to which this research relates will only be made available to a customer who we are satisfied meets
the regulatory criteria of a Professional Client. A distribution of the different MS Research ratings or recommendations, in percentage terms for Investments in each sector covered, is available
upon request from your sales representative.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority
(the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment
advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and recommendations stated here are general in nature. These
opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not bring about
outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations relating
to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global Industry Classification Standard (GICS) was
developed by and is the exclusive property of MSCl and S&P.
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Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/1071, or any other similar framework.

The issuers and/or fixed income products recommended or discussed in certain fixed income research reports may not be continuously followed. Accordingly, investors should regard those
fixed income research reports as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or individual fixed income products.

Morgan Stanley may hold, from time to time, material financial and commercial interests regarding the company subject to the Research report.
Registration granted by SEBI and certification from the National Institute of Securities Markets (NISM) in no way guarantee performance
of the intermediary or provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read

all the related documents carefully before investing.
References to any prediction market or event contract do not constitute an offer, solicitation, recommendation, or endorsement to participate in any such market or contract. Morgan Stanley
Research may not be distributed or made available in any jurisdiction where such distribution would be unlawful or otherwise prohibited by applicable law.

INDUSTRY COVERAGE: Gaming & Lodging

COMPANY (TICKER) RATING (AS OF) PRICE* (10/09/2026)

Ronald Kamdem, CFA
Gaming and Leisure Properties Inc (GLPI.O) E (01/15/2025) $38.28
VICI Properties Inc (VICI.N) E (12/15/2021) $22.88

Stephen W Grambling
Boyd Gaming Corp (BYD.N) E (02/24/2025) $68.93
Caesars Entertainment Inc (CZR.0) ++ $29.50
Choice Hotels International Inc (CHH.N) U (01/14/2025) $105.64
DiamondRock Hospitality Co (DRH.O) E (12/05/2022) $12.62
DraftKings Inc (DKNG.O) 0 (01/26/2022) $19.58
Hilton Grand Vacations Inc (HGV.N) E (01/16/2026) $34.53
Hilton Worldwide Holdings Inc (HLT.N) 0 (12/05/2022) $326.56
Host Hotels & Resorts Inc (HST.0) E (03/21/2025) $22.65
Hyatt Hotels Corp (H.N) 0 (10/22/2025) $161.94
Las Vegas Sands Corp (LVS.N) E (01/14/2025) $36.17
Marriott International Inc (MAR.O) 0(12/05/2022) $365.88
Marriott Vacations Worldwide Corp (VAC.N) U (01/16/2026) $105.34
MGM Resorts International (MGM.N) U (01/16/2026) $29.27
Park Hotels & Resorts Inc (PK.N) E (12/05/2022) $15.17
Pebblebrook Hotel Trust (PEB.N) U (12/05/2022) $19.12
PENN Entertainment Inc. (PENN.O) E (11/21/2022) $15.48
Red Rock Resorts Inc (RRR.0) E (01/09/2024) $49.51
Ryman Hospitality Properties Inc. (RHP.N) ++ $120.28
Sportradar Group AG (SRAD.O) E (11/21/2022) $12.49
Travel & Leisure Co. (TNL.N) 0 (01/05/2025) $62.62
Wyndham Hotels & Resorts Inc (WH.N) 0 (12/05/2022) $74.06
Wynn Resorts, Limited (WYNN.O) 0 (09/26/2024) $75.15

Stock Ratings are subject to change. Please see latest research for each company.

* Historical prices are not split adjusted.

INDUSTRY COVERAGE: Internet

COMPANY (TICKER) RATING (AS OF) PRICE* (10/09/2026)

Brian Nowak, CFA
Alphabet Inc. (GOOGL.0) 0(08/11/2015) $351.66
Amazon.com Inc (AMZN.0) 0 (04/24/2015) $262.43
DoorDash Inc (DASH.0) 0 (02/21/2024) $196.50
Instacart (CART.O) E (01/29/2024) $47.76
Lyft Inc (LYFT.0) E (10/24/2019) $16.22
Meta Platforms Inc (META.O) 0 (03/20/2023) $718.67
Pinterest Inc (PINS.N) 0 (07/20/2025) $21.40
Reddit Inc (RDDT.N) 0 (12/08/2024) $159.91
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Snap Inc. (SNAPN) E (07/22/2024) $6.23
Uber Technologies Inc (UBER.N) ++ $71.51
Matthew Cost
Airbnb Inc (ABNB.O) E (09/16/2026) $165.87
AppLovin Corp (APP.O) 0 (04/10/2025) $277.04
Booking Holdings Inc (BKNG.0) 0 (02/23/2026) $160.34
Compass, Inc. (COMPN) E (01/12/2026) $9.39
Criteo SA (CRTO.0) E (01/26/2016) $15.73
DoubleVerify Holdings Inc (DV.N) E (06/25/2024) $13.49
Expedia Inc. (EXPE.O) U (09/16/2026) $274.22
Liftoff Mobile Inc. (LFT0.0) E (06/29/2026) $15.41
MNTN Inc (MNTN.N) E (06/16/2025) $10.19
Opendoor Technologies Inc (OPEN.O) E (07/24/2023) $2.22
Playtika Holding Corp (PLTK.0) E (11/27/2022) $2.29
Roblox Corporation (RBLX.N) 0 (11/04/2024) $48.09
Take-Two Interactive Software (TTWO.O) 0(02/01/2018) $213.44
Trade Desk Inc (TTD.O) E (09/10/2025) $12.08
Unity Software Inc (U.N) 0 (09/02/2024) $46.88
Webtoon Entertainment Inc (WBTN.O) E (07/22/2024) $10.35
Yelp Inc (YELPN) U (01/10/2019) $18.59
Zillow Group Inc (Z.0) E (04/18/2018) $29.01
Nathan Feather
Bumble Inc. (BMBL.O) E (03/08/2021) $2.54
Chewy Inc (CHWY.N) 0 (10/31/2023) $18.95
Duolingo Inc (DUOL.0) E (02/27/2026) $149.92
eBay Inc (EBAY.O) 0 (04/18/2024) $112.19
Etsy Inc (ETSY.N) E (07/20/2025) $76.71
FIGS, Inc. (FIGS.N) E (02/29/2024) $15.78
Grindr Inc. (GRND.N) 0 (07/01/2026) $15.03
Match Group Inc (MTCH.0) E (04/18/2024) $41.09
Peloton Interactive, Inc. (PTON.O) U (09/08/2026) $5.12
Revolve Group Inc (RVLV.N) E (10/20/2024) $21.69
WW International Inc (WW.0) E (08/01/2025) $14.86

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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