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Buyers are spending millions on a 
hot new real estate play: condo-
hotels. Good as second homes. 
Terrible as investments.

Christopher Kearney is getting a piece of a 
gleaming hotel that will open off the Las Vegas 
Strip in 2009, complete with deluxe shopping, fine 
dining, a gorgeous waterfall-fed pool and, of 
course, a casino. His slice of the W Las Vegas is 
ownership of a 600-square-foot room. A condo, 
that is. When he's not there, the space will be 
rented out, with the hotel operator and Kearney 
splitting the proceeds.  
 
As the lodging industry continues to boom, with 
occupancy rates and room rents surging, 
opportunity-minded hoteliers have turned to 
investors like Kearney to help underwrite 
expansions. These joint-ownership deals, called 
condo-hotels, have blossomed only in the past two 
years, with buyers spending an estimated $250 
million on units in 2006, mainly in resort areas. 
Donald Trump's Waikiki condo-hotel development 
sold out in one day, for a total of $700 million.  
 
By January, 27 such projects should be open. In 
the next two years 76 more are slated. Since the 

promoters are selling what's hip and glitzy, most are offering units in new hotels, not long-
standing ones, but there are exceptions, such as New York's fabled Plaza, which will be 
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A Room Of Your Own - Forbes.com

better the previous month, when his room was taken for 15 nights, although some of 
those were at a cut-rate $90 per night. "I expected to earn $2,000 per month," says 
Dean Ader, a retired accountant who owns a 550-square-foot room at the Signature. 
"One month I got a check for $425." MGM says owners shouldn't look at rooms as 
investments but as second homes, thus financial expectations like Ader's are unjustified. 
No lawsuits have been launched on this yet, but wait.  
 
Potential Glut. Ader now has his unit, which he bought for $395,000, for sale at 
$489,000. After closing costs he expects to earn $30,000 from his investment. That 
might be optimistic.  
 
At least 160 other Signature units are for sale, and Bruce Hiatt, of condo-hotel-seller 
Luxury Realty Group, expects dozens more to follow once the property has been open a 
year and a day, giving owners long-term capital gains benefits. A resale glut is likely to 
keep prices in check. Biggest risks for resellers are in Las Vegas, Orlando, Miami and 
Ft. Lauderdale: 40% of new projects are going up in those hot markets.  
 
Fees. The rental-income split looks favorable, typically 50% to 60% to the owner. But 
you have to pay all of a maintenance fee (usually $10 per year per square foot) out of 
your share. Management will often hold out an extra 3% to 5% to pay for repairs, like a 
new roof, or furniture.  
 
Kearney bought his room at the W Las Vegas for $493,000 (his broker got him in before 
units went on sale to the public for $650,000). If he snags a five-year interest-only loan, 
common for condo-hotels, he'll pay $23,664 yearly. Once the hotel is built, he must shell 
out for a condo fee ($6,000), insurance ($250), a furniture replacement fund (5% of 
gross rentals) and taxes ($4,930). Then add $40 for maid service each day it is rented. 
Now assume the room is full 75% of the year, at $270 per night. He collects just 55% of 
rental income, or $37,000. Result: He'll be $12,500 a year in the hole.  
 
Kearney plans to flip the place to another speculator once it opens. All he has to do is 
find someone who wants to lose money.  
 
 
Subscribe to Forbes and Save. Click Here.  
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