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MISSION DRIVE

Focus on Chain Scale Positioning and Maintenance Fee Structures

Timeshare program specific attributes, such as chain scale positioning
and maintenance fee levels, will become more influential in determining
timeshare ABS collateral performance. This is happening as the travel and
tourism industry fully recovers post pandemic. Both travelers and investors
scrutinize timeshare value proposition versus hotels and vacation rentals.
Timeshare ABS offer investors exposure to hospitality sub-segments that
proved especially resilient during the pandemic — leisure travel, drive-
to locations, and resort destinations.! As pent-up demand subsides a bit,
traveler preferences and cost pressures will have a greater impact on the
sector dynamics (Figure 1).
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Timeshare ABS issuance is picking up. Last year 12 deals priced, totaling $3.9 billion (Figure 2).
Amid consolidation in the industry, increasing programmatic issuance of established sponsors
dominates the primary market rather than new issuers. Still, investors saw in 2024 a diverse range
of shelves, including from large public operators such as Hilton Grand Vacation and Marriott
Vacations Worldwide, as well as from smaller private operators such as Westgate Resorts.

1 “Timeshare ABS: Exposure to Favorable Hospitality Segments,” Securitized Products Special Topics, Academy Securities, February 14, 2023

January 28, 2025 1


https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Timeshare.pdf

ACADEMY
SECURITIES

MISSION DRIVEN

Timeshare ABS: Program-specific Attributes to Drive Performance

Figure 2. Timeshare ABS Issuance and Spreads
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Traveler Preferences and Operating Costs Drive Behavior

We identify a few aspects currently affecting timeshare collateral dynamics:

Rising maintenance fees. Timeshare borrowers typically fund maintenance capital
expenditures and resort operating costs each year. In fact, timeshare operators highlight this
feature as credit positive for their business models, insulating operators from inflationary
pressures. But rising operating costs could impact borrower behavior. To be sure, timeshare
loan payments, which flow to the ABS deals, typically are billed separately from maintenance
fees. But if borrowers cannot pay their maintenance fees, they are not permitted to book
vacations, and may end up defaulting on their loans. Rising labor costs, insurance premiums,
and other HOA-related costs should accentuate the pressure on borrowers. As such, timeshare
programs with lower maintenance fee structures stand to be more resilient, all else being
equal. Interestingly, we do not immediately see details/disclosures on maintenance fee
structures in deal documents or presales we review. Intuitively we would expect programs
positioned lower on the hotel chain scale, such as Travel + Leisure and Hilton Vacation Club,
to feature lower fee structures. Across the timeshare industry maintenance fees reached
$1,260 in 2023, on average, rising over 15% compared to 2020 (Figure 3). The maintenance
fee distribution shows a third of timeshare properties charging >$1,400.

Figure 3. Timeshare Maintenance Fees
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Chain scale positioning. The travel industry recovery sharpens the focus on the timeshare
value proposition. Timeshare stays feature similarities with both hotel and rental vacation stays
such as Airbnb/VRBO. Rising lodging rates and tighter supply of rental properties support the
advantages of timeshare stays. Overall, the U.S. hotel industry reported record-high average
daily rate (ADR), at $157.7, and revenue per available room (RevPAR), at $99.9, as of YE 2024,
according to STR data. But the dynamics can vary across the hospitality chain scale. Timeshare
programs stretch a wide spectrum of hospitality scale segments (Figure 4). Luxury and upper
upscale hotel segments have shown particularly robust ADR and RevPAR growth. This could
make the corresponding timeshare segments more competitive, as travelers get priced out of
hotel stays.

Figure 4. Timeshare Programs Across Hospitality Chain-scale
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Diversifying timeshare locations. The introduction of unique or international destinations
to timeshare programs could bolster their value versus competing traditional, US-based
hospitality offerings. Borrower interest and performance could improve as a result. Two
examples from recent months are the HGV/Great Wolf Lodge affiliation program, and TNL's
acquisition of Accor Vacation Club. The five-year HGV/Great Wolf partnership program
allows HGV owners to stay in Great Wolf Lodge indoor water park resorts. In turn, the Accor
acquisition adds international locations to the TNL portfolio.
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Disclaimer

Although certain information has been obtained from sources believed to be reliable, we do not guarantee
its accuracy, completeness or fairness. We have relied upon and assumed without independent verifica-
tion, the accuracy and completeness of all information available from public sources.

Views and opinions expressed are for informational purposes only and do not constitute a recommenda-
tion by Academy Securities for any purpose including buying, selling, or holding any security. Views and
opinions are current as of the date of this presentation and may be subject to change, they should not be
construed as investment advice.

This information discusses general market activity, industry or sector trends, or other broad-based busi-
ness, economic, market or political conditions and should not be construed as operational, research or
investment advice. This material has been prepared by Academy Securities and is not financial research
nor a product of Academy Securities. It was not prepared in compliance with applicable provisions of law
designed to promote the independence of financial analysis and is not subject to a prohibition on trading
following the distribution of financial research. The views and opinions expressed may differ from those
of Academy Securities. Investors are urged to consult with their financial advisors before buying or selling
any securities. This information may not be current and Academy Securities has no obligation to provide
any updates or changes.

Economic and market forecasts presented herein reflect a series of assumptions and judgments as of
the date of this presentation and are subject to change without notice. These forecasts do not take into
account the specific investment objectives, restrictions, tax and financial situation or other needs of any
specific client. Actual data will vary and may not be reflected here. These forecasts are subject to high
levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed
as merely representative of a broad range of possible outcomes. These forecasts are estimated, based on
assumptions, and are subject to significant revision and may change materially as economic and market
conditions change. Academy Securities has no obligation to provide updates or changes to these forecasts.
Case studies and examples are for illustrative purposes only.

Index Benchmarks

Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as
applicable, but do not reflect the deduction of any fees or expenses which would reduce returns. Investors
cannot invest directly in indices.

The indices referenced herein have been selected because they are well known, easily recognized by inves-
tors, and reflect those indices that the Investment Manager believes, in part based on industry practice,
provide a suitable benchmark against which to evaluate the investment or broader market described here-
in. The exclusion of “failed” or closed hedge funds may mean that each index overstates the performance
of hedge funds generally.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO
ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO.

©Academy Securities, Inc.



