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Hotels Sound the Alarm on Time Shares
Pullback by Major Developers Amid a Slump Will Reshape the Business

By ANTON TROIANOVSKI and KRIS HUDSON

The hotel industry has been reeling for the past
year amid a steep decline in business and leisure
travel. Now it is moving away from one of its
former profit centers: time shares.

Major time-share developers, led by Wyndham
Worldwide Inc., Marriott International Inc.,
Starwood Hotels & Resorts Inc. and others, are
scaling back their time-share business as
investors in time-share loans demand higher
interest rates, buyers become more scarce and
resales of time shares put downward pressure on
prices and demand for new units.

Wyndham Worldwide

Wyndham owns this WorldMark Indo time-share
resort in Indio, Calif.

Many time-share companies have reacted to the
industry's slump by curtailing spending on new
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resort construction, cutting staffs by up to half
and imposing tougher standards for the few
buyers qualifying for loans. A time share is a
fractional interest in a property, often a
condominium or vacation villa, allowing the
owner access to the property for a period of time
each year.

The pullback will reshape some large time-share
players. Wyndham, which owns 150 resorts
globally and counts 830,000 time-share owners, i
ntends to whittle its time-share business by

40% this year to an annual sales rate of $1.2
billion. That is a big reduction for Wyndham as a
whole; its time-share division provided 53% of
Wyndham's revenue last year and 42% of
earnings before interest, taxes, depreciation and
amortization.

The cutbacks made by Wyndham and others are
aimed at remaking their time-share divisions

into "a much smaller business" to reflect the
scarcity of financing and buyers, said Joe Greff, a
gambling and lodging analyst for J.P. Morgan
Securities. "They don't want these [businesses] to
be drags on capital use, where they're investing a
lot of money to build inventory that will take a
long time to sell."

The problems came to a head late last month for
a Las Vegas time-share developer when the
company, Consolidated Resorts Inc., said it
would file for bankruptcy protection. The
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