ACCOR S.A. (AC.PA)

Comprehensive Equity Research Analysis

Report Date: January 13, 2026
Current Price: €47.63 | Target Entry: €42.00-45.00
Exchange: Euronext Paris (CAC 40 Component)

QUICK SNAPSHOT

Investment Recommendation HOLD - Buy on Weakness at €42-45
Current Rating 6.5/10.0

Risk Level MEDIUM for 10+ year horizon
10-Year Fair Value €85-110 | Implied CAGR: 6-9%
Probability-Weighted CAGR ~12.5% (Below 30% hurdle rate)

One-Line Thesis:

Accor is a high-quality, asset-light hospitality leader with strong management and disciplined capital
allocation, but current valuation offers only market-rate returns (10-15% CAGR) rather than the 30%+
asymmetric opportunity required for aggressive positioning.

Key Alert Flags:
* FX headwinds: ~€60M negative EBITDA impact in FY2025 from currency fluctuations

» China weakness: Persistent negative RevPAR in China market (18% of APAC region)
» European softness: Q3 2025 showed -4.6% RevPAR decline in Europe/North Africa post-Olympics
* Valuation not cheap: P/E of 21x and EV/EBITDA of ~12x near historical averages



STAGE 1: SECTOR CONTEXT & TOP-DOWN THESIS

1.1 Sector Assessment

Sector: Hospitality / Hotels & Lodging
Sector YTD Return (Travel ETFs): +16-25% (2024: +25%, 2023: +35%)

12M Return vs. Market: Broadly in-line with S&P 500; European hotels outperforming broader
European equities

Question 1: Is the sector understandable? YES - Hospitality is a well-understood cyclical sector with
clear revenue drivers (occupancy, ADR, RevPAR) and business models (franchise fees, management
fees, owned assets).

Question 2: Is the sector in secular decline? NO - Global travel demand continues structural growth
driven by: (1) rising middle class in emerging markets, (2) digital nomad lifestyle expansion (40M+
globally), (3) experience economy preferences, (4) business travel normalization post-COVID.

Question 3: Sector-level tailwinds/catalysts:

* Global tourism expected to grow at 9.2% CAGR through 2032 (Hotels Market from ~$1.07T to
$2.17T)

* Luxury and lifestyle segments showing strongest RevPAR growth (1.6% CAGR vs. 1.0% overall)

» European hotel investment share hit all-time high of 12% in 2024; 80% of investors plan to
maintain/increase exposure

* Asset-light models driving pipeline velocity and capital efficiency

Question 4: Meaningful underperformance vs. market? MIXED - Travel/hospitality stocks performed
well in 2023-2024 recovery but have not materially outperformed broader indices. Not a deep value
opportunity.

1.2 Sector Verdict

CONTINUE - Sector fundamentals are healthy with structural tailwinds, but not a contrarian opportunity.
Company-specific factors will drive alpha.



STAGE 2: BASIC FUNDAMENTAL GATEKEEPING
2.1 Solvency Check

Cash & Equivalents €1.2B >6 months OpEx PASS

Total Debt €3.74B - -

Net Debt €2.50B <3x EBITDA PASS (2.2x)
Debt-to-Equity 0.69x <1.0x PASS
Interest Coverage ~9.0x >3.0x PASS

Avg Cost of Debt 2.5% <5% PASS

Debt Avg Maturity >3 years >2 years PASS
Liquidity Position €2.2B (incl RCF) >1 year runway PASS
Credit Rating :_D}[/ehs)tment Grade (S&P, IG PASS

itc

Solvency Assessment: CLEAR

Accor maintains a fortress balance sheet with investment grade ratings, low cost of debt (2.5%), and
ample liquidity. Successfully refinanced €600M in Feb 2025 at 3.50% coupon. No near-term maturity
cliffs.

2.2 Dilution Check

End 2023 ~252M -
End 2024 (post €400M buyback) ~244M -3.2%
Current (post €440M buyback) ~234M -7.1% from 2023

Management demonstrates shareholder-friendly capital allocation with consistent buybacks. €3B
shareholder return commitment over 2023-2027. EPS grew 5% in 2024 partly due to reduced share
count. Share count declining ~2-3% annually.

Dilution Assessment: ACCEPTABLE - Accretive

2.3 Revenue Growth Potential

2019-2024 (5Y) ~7% COVID recovery
2022-2024 (2Y) ~11% Strong rebound
FY2024 +11% YoY €5.61B revenue
H1 2025 +5.1% (const. FX) €2.75B
Management Guidance 2023-27 6-10% CAGR (M&F) RevPAR 3-4%

Growth Drivers: (1) Network expansion at 3-5% annually (pipeline of 233,000+ rooms), (2) RevPAR
growth of 3-4% from pricing power and occupancy gains, (3) Luxury & Lifestyle segment outperforming
(+10% RevPAR in 2024), (4) Geographic expansion in India (JV with InterGlobe targeting 300 hotels by
2030), Middle East, and Americas.

Historical Revenue CAGR: ~7-11% (2019-2024)



Forward Growth Assumption: 6-8% CAGR for next 5 years; 4-5% for years 6-10
Confidence Level: MEDIUM-HIGH
Key Growth Catalyst: Luxury & Lifestyle segment expansion; potential Ennismore IPO

2.4 Capital Efficiency: ROIC Assessment
Based on 2024 financials:

* Operating Income (EBIT): €831M

* Effective Tax Rate: ~24%

* NOPAT: ~€632M

* Invested Capital (Debt + Equity - Cash): €8.0B
* ROIC: ~7.9%

* Investing.com reported ROI (TTM): 12.19%
WACC Calculation:

* Risk-Free Rate: 3.0% (10-year Bund)

*» Beta: 0.84

» Market Risk Premium: 5.5%

* Cost of Equity: 3.0% + (0.84 x 5.5%) = 7.6%

* Cost of Debt (after-tax): 2.5% x (1-0.24) = 1.9%
* D/E ratio: 40%/60%

* WACC: (0.6 x 7.6%) + (0.4 x 1.9%) = 5.3%

ROIC vs. WACC: Value Creating (ROIC 8-12% > WACC 5.3%)
Accor generates returns above its cost of capital, indicating a sustainable competitive advantage.
Asset-light model drives capital efficiency.



2.5 Valuation Screening

P/E (TTM) 21.3x ~22x ~25x 45th Fair
EV/EBITDA ~12x ~12x ~13x 50th Fair

P/S ~2.0x ~1.9x ~2.1x 50th Fair
Dividend Yield 2.64% ~2.5% ~2.2% 60th Attractive
P/FCF ~18x ~19x ~21x 40th Fair-Cheap

Peer Comparison (EV/EBITDA):

* Marriott (MAR): ~16-18x

* Hilton (HLT): ~18-20x (P/E 36-42x)
* [HG: ~14-16x

» Accor: ~12x - trading at discount to US peers

Accor trades at a ~20-30% discount to US peers on EV/EBITDA, justified by slower growth profile and
FX exposure. Current valuation is reasonable but not deeply undervalued. A 10-15% pullback to €40-42
would create more attractive entry.



STAGE 3: PEER COMPARISON & QUALITY RANKING
3.1 Competitive Cohort

Rooms (Portfolio) 850K 1.7M 800K+ 1M+
Pipeline Rooms 233K 596K 515K 342K
RevPAR Growth 24 +5.7% +4% -1.1% Q3 +1.4%
EBITDA Margin ~20% ~30% ~34% ~45%
EV/EBITDA ~12x ~16x ~18x ~14x

P/E 21x ~25x ~42x ~22x
Dividend Yield 2.64% 0.9% 0.2% 1.5%
Geographic Mix Europe-heavy US-heavy US-heavy Balanced

3.2 Quality Assessment Score

Factor ey Seore T

Balance Sheet Strength (30%)

- D/E Ratio <1.0x 10 10

- Interest Coverage >3x 10 10

- Liquidity Position 10 10
Operating Excellence (35%)

- ROIC >12% 8 12

- Margin Trend (improving) 10 12

- Revenue Growth Momentum 9 11
Capital Allocation (20%)

- Share Dilution <2%/yr 10 10

- Strategic R&D/CapEx 8 10
Competitive Moat (15%)

- Pricing Power/Switching Costs 6 8

- Brand/Market Position 6 7
TOTAL QUALITY SCORE 8717100 100

Quality Score Interpretation: 87/100 = High Quality Company - Accor passes all fundamental quality
gates. Strong balance sheet, improving operations, shareholder-friendly capital allocation, and credible
competitive position.



STAGE 4: QUALITATIVE DEEP DIVE

4.1 Competitive Moat Assessment

Brand Portfolio ~47 brands from economy (ibis) to luxury 710
(Raffles, Fairmont). Largest brand portfolio
globally. 36% eco-certified.

Scale Advantages 850K rooms, 5,682 hotels across 110 countries.  7/10
#1 in Europe. Procurement and tech cost
leverage.

Loyalty Program ALL - Accor Live Limitless program. Data moat  6/10
from customer relationships. Partnership with Air
France-KLM.

Switching Costs Moderate for hotel owners (long-term 5/10
management contracts). Low for consumers
(brand preference, not lock-in).

Network Effects Limited direct network effects. Some benefit from 4/10
booking platform scale.

Primary Moats: Brand Portfolio (7/10), Scale Advantages (7/10)

Durability Assessment: Likely to persist 10+ years. Brand value compounds over time. Scale
advantages defensible but not insurmountable.

Threat Horizon: Online travel agencies (Booking.com, Expedia) continue to pressure direct bookings.
Airbnb competition in lifestyle segment. US peers (Marriott, Hilton) have larger pipelines.
4.2 Management Quality & Incentive Alignment

CEO: Sébastien Bazin (since August 2013)

Operating History: Former CEO of Colony Capital Europe. Extensive hospitality M&A experience (Club
Med, Fairmont & Raffles, Buffalo Grill). Financial background provides capital discipline.

Track Record at Accor (12+ years):

» Transformed Accor from asset-heavy to asset-light model (sold Hotellnvest majority stake)
» Expanded brand portfolio from 13 to 47 brands

» Grew from Europe-centric to truly global presence (110 countries)
* Delivered record EBITDA in 2023 and 2024

» Consistently met or exceeded guidance

* Reappointed for additional 3-year term in Feb 2025

Compensation Structure:

*» Total Compensation: €5.51M (2024)

» Base Salary: 17.3% (€950K)

» Performance-Based: 82.7% (aligned with performance)

+ Stock Ownership: 0.24% (€26.8M) - significant skin in game

* vs. Industry Median: In-line (~€5.4M for similar French companies)

CEO Assessment: STRONG
Incentive Alignment: STRONG - Heavily performance-based with meaningful personal stake



4.3 Catalyst Identification & Timeline

Ennismore IPO/Listing 2025-2026 60% +10-15% Partially
EBITDA guidance upgrade Q4 2025 80% +3-5% Yes
India expansion acceleration 2025-2030 70% +5-10% No
China recovery 2026+ 40% +5-8% No
Multiple re-rating to US peers 3-5 years 30% +20-40% No
Accorlnvest disposal completion 2025 85% +2-3% Mostly

Most Compelling Catalyst: Potential Ennismore IPO. Board approved preparatory work in Oct 2025.
Ennismore (~15% of EBITDA) could be valued at premium multiple given lifestyle/experiential growth.
Separation would unlock hidden value and simplify story.



STAGE 5: DCF VALUATION & SCENARIO ANALYSIS

5.1 Key Assumptions

Parameter

Base Year Revenue (2024)
Revenue CAGR Yr 1-5
Revenue CAGR Yr 6-10
Year 10 Revenue

EBITDA Margin (current)
EBITDA Margin (normalized)
FCF Margin

WACC

Terminal Growth Rate
Terminal EV/EBITDA
Shares Outstanding

5.2 Scenario Analysis

Value/Assumption

€5.61B

6.5% (mgmt guidance: 6-10% M&F)
4.0% (industry maturation)

~€9.4B

20% (€1.12B)

21-22% (margin expansion from scale)
10-11% (current ~11%)

5.3%

2.5% (GDP growth)

10-12x (industry avg)

~234M (declining ~2%/yr)

Bear (25th) 3.5% 18% 9x EBITDA 1.5% 25%
Base (50th) 5.5% 21% 11x EBITDA €85 6.0% 50%
Bull (75th) 7.5% 24% 14x EBITDA €130 10.5% 25%
Exp. Value - - - €88 6.3% 100%

Note: Adding dividend yield of ~2.6% to price appreciation gives total expected return of ~9% annually.

5.3 Dividend-Adjusted Total Return

* Price Appreciation (10-yr CAGR): 6.3%

» Dividend Yield (current): 2.64%, expected to grow ~5%/yr
* Dividend Reinvestment: +2-3% incremental CAGR

» Share Buyback Accretion: +1-2%/yr
Total Expected Return: ~10-12% CAGR

This is a solid market-rate return for a quality company, but falls significantly short of the 30% CAGR
hurdle for asymmetric opportunity classification.



STAGE 6: INVESTMENT DECISION FRAMEWORK
6.1 Multi-Factor Scoring

Downside Risk Score 30 (lower = better) -10.5 (-0.35 weight)
Base Case Confidence 75/100 +26.25 (+0.35 weight)
Base Case CAGR 10% +15.0 (1.5x weight)
OPPORTUNITY SCORE 31/100 Below 55 threshold

Score Interpretation: 31/100 falls in the <40 range indicating "Below hurdle rate; avoid unless
exceptional mitigating factors."

Why the low score despite high quality? The CAGR component (10% x 1.5 = 15 points) is the binding
constraint. A 30%+ CAGR would contribute 45+ points alone.
6.2 Hurdle Rate Analysis

Standard Hurdle: 30% annual CAGR over 10 years

Accor Expected CAGR: ~10-12% (including dividends)
Shortfall: 18-20 percentage points

Why Accor Fails the Asymmetric Test:

* Valuation is fair, not cheap (P/E 21x, EV/EBITDA 12x)

» Growth profile is solid but not explosive (6-8% revenue CAGR)
* No near-term catalyst for dramatic re-rating

* Industry tailwinds already partially priced in

* FX headwinds create near-term earnings pressure



FINAL INVESTMENT RECOMMENDATION

Buy on Weakness at €40-42 (15-20% below current)

Key Metrics Summary

Current Price €47.63

10-Year Fair Value Range €55 - €130 (probability-weighted: €88)

Target Entry Price €40-42 (16-20% margin of safety)

Implied Downside to Bear Case -15% (€55 from €47.63 = +15% upside even in bear)
Implied Upside to Bull Case +173% (€130)

Expected 10-Year CAGR (Total Return) ~10-12%

Probability of >50% Loss in 10 Years <5%

Probability of 300%+ Gain (3-10Y) ~15-20%

ROIC vs. WACC 8-12% vs. 5.3% (Value Creating)

Quality Score 87 /100

Opportunity Score 31/ 100 (Below 55 threshold)

Analyst Consensus Strong Buy (15 Buy, 2 Hold) | Avg PT €53-54

Investment Thesis

Accor S.A. is a high-quality, well-managed hospitality company that has successfully transformed into
an asset-light model under CEO Sébastien Bazin's 12-year tenure. The company benefits from: (1) a
diversified brand portfolio spanning economy to luxury segments, (2) strong geographic diversification
with leadership in Europe and growing presence in high-growth markets like India and the Middle East,
(3) disciplined capital allocation evidenced by consistent share buybacks and dividend growth, and (4)
a fortress balance sheet with investment grade ratings.

However, Accor does not meet the criteria for an asymmetric investment opportunity. Current valuation
(P/E ~21x, EV/EBITDA ~12x) is fair, not cheap, and represents only a modest discount to US peers
that is justified by Accor's slower growth profile and FX exposure. The expected 10-year total return of
10-12% CAGR (including dividends) is a respectable market-rate return but falls far short of the 30%+
hurdle required for aggressive positioning.

The most compelling near-term catalyst is the potential Ennismore IPO, which could unlock hidden
value in Accor's lifestyle portfolio. However, this is only partially in management's control and the
timeline remains uncertain. China weakness, European post-Olympics softness, and FX headwinds
create near-term earnings pressure that could provide better entry points.

For investors seeking hospitality exposure with downside protection and steady compounding, Accor is
attractive at the right price. The stock becomes a BUY at €40-42 (15-20% below current), where the
expected return improves to 12-15% CAGR with a meaningful margin of safety.

Major Risks (Top 3)



Risk #1: China/APAC Weakness Persists

» Description: China represents 18% of APAC room revenue with persistent negative RevPAR
* Impact: If Asia stagnates, could reduce CAGR by 1-2%

* Probability: 40%

* Mitigation: India JV expansion, Middle East growth offsetting

* Exit Trigger: China RevPAR negative for 8+ consecutive quarters with no improvement
Risk #2: FX Headwinds Accelerate

» Description: ~€60M EBITDA headwind in 2025 from AUD, USD, CAD weakness

* Impact: Could compress multiples further, reduce reported earnings

* Probability: 50%

+ Mitigation: Natural hedge from geographic diversification; cost savings program

« Exit Trigger: Euro strength >10% vs. basket of currencies sustained 2+ years

Risk #3: Multiple Compression

* Description: If growth disappoints or US peers premium narrows, multiple could contract

* Impact: 10-20% stock decline

* Probability: 25%

* Mitigation: Dividend yield provides floor; buybacks support EPS

* Exit Trigger: EV/EBITDA falls below 9x without fundamental deterioration (may signal buy)

Decision Timeline & Monitoring

Review Triggers (Quarterly):

* RevPAR growth vs. 3-4% guidance

» Network expansion vs. 3.5% target

» EBITDA margin trajectory

» China RevPAR trend

* Ennismore IPO progress

Target Entry Price: €40-42

» At €42: Expected CAGR improves to ~14% (still below hurdle but acceptable for quality)
* At €40: Expected CAGR improves to ~15-16% with meaningful margin of safety

Position Sizing (If Entry Triggered)

* At €42: €50-75 (50-75% of standard allocation)

» At €40: €75-100 (75-100% of standard allocation)

* At €38 or below: €100-125 (full allocation + potential overweight)



DATA SOURCES

» Accor FY 2024 Full-Year Results Press Release (February 20, 2025)
» Accor H1 2025 Results Press Release (July 31, 2025)

» Accor Q3 2025 Revenue Update (October 23, 2025)

» Yahoo Finance - AC.PA financial statements and statistics

* Investing.com - Analyst consensus and financial summary

* TipRanks - Analyst price targets

 Simply Wall St - Management analysis and CEO compensation

* CBRE Hotel Brand Performance Reports 2024-2025

* Principal Asset Management - European Hotel Market Outlook 2025
» Lodging Magazine - Industry coverage

» Travel And Tour World - Peer comparison analysis

Analyst Notes & Assumptions

Key Assumptions:

* Revenue growth moderates from 11% (2024) to 5-6% steady state

» EBITDA margins expand modestly (20% to 21-22%) from operating leverage
» Share count continues declining ~2% annually from buybacks

» No major M&A (accretive acquisitions could provide upside)

* No material recession in key markets (downside risk)

Data Limitations:

* Limited granularity on segment-level FCF margins

* Accorlnvest equity-method investment adds complexity to true ROIC calculation
* Ennismore valuation highly uncertain pending IPO details

Areas of Uncertainty:

 Timeline and valuation for Ennismore IPO

* Duration of China weakness

» FX trajectory over 10-year horizon

» Competitive dynamics with US peers in luxury/lifestyle segment

--- End of Report ---
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