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To Our Valued Clients:

The coming years hold a particularly compelling outlook for hospitality investors. Continued economic momentum and the stimu-

lating infl uence of the new tax law have the potential to substantively bolster both business and leisure travel. Occupancy rates and 

RevPAR have steadily increased over the past eight years, and though the pace of growth for both metrics is fl attening, they already 

sit at record levels.  

While many investors anticipated a sector slowdown in 2017, the momentum carried through. Elevated construction levels and rising 

wage pressure notwithstanding, hotel investments have generally outperformed expectations. With the outlook for job creation, corpo-

rate investment and overall economic growth rising, it appears that demand drivers supporting hospitality investments remain positive, 

and supply-side pressure, though elevated, will not keep pace.  The strong, steady gains in fundamental performance through this cycle 

have pushed hotel prices aggressively, though cap rates have generally remained stable over the past year. In addition, lending liquidity 

has been heightened but the underwriting has generally been conservative, reducing risks of overleverage. Within this context, and amid 

abating uncertainty surrounding the tax law, investors should anticipate an active market in the coming year.

Undoubtedly, new challenges will emerge in 2018, but numerous forward-looking metrics still point to continued vigor in the hospitality 

investment sector. As you calibrate your investment plans in this dynamic climate, our investment professionals stand ready to help you 

evaluate your options and implement your strategies.

Sincerely,

2018 U.S. Hospitality Investment Forecast

John Chang
First Vice President, National Director | Research Services

Peter Nichols
National Director | National Hospitality Group
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National Economy

• The new tax law could play a signifi cant role in shaping both the economy and hospitality demand in 2018. A reduction 

in the corporate tax rate will be a windfall for corporations, encouraging several companies to increase investment in 

hiring, wages and business travel as a means to grow their sales.

• The economic tailwinds over the course of the recovery have pushed small-business sentiment to a 31-year record level, 

reinforcing indications that both small-business travel and hiring will be strong this year. 

• Healthy economic growth has driven consumer confi dence to its highest level since 2000, highlighting the potential for 

vigorous consumption in 2018. 

National Hotel Overview

• Healthy employment growth and heightened consumer spending will drive hotel performance through 2018.

• Supply will rise 2.0 percent with the bulk of hotels falling in the upscale and upper midscale segments. Overall, the ma-

jority of completions are located in larger markets with the most rooms under construction in New York City, Nashville 

and Dallas/Fort Worth.

• New brands continue to pop up targeting different customer segments, like pod hotels designed for price-sensitive mil-

lennials. As hotels continue to realign strategies to compete for travelers, occupancy rates will benefi t.   

Capital Markets

• The Federal Reserve has hinted at three to four increases of the fed funds rate during 2018 as it hedges against infl ation 

risk amid accelerated economic growth.

• CMBS and regional/local banks comprised more than half the share of hotel lending last year. In general, underwriting 

has become more stringent, though lenders are reducing credit spreads to remain competitive.

• Tightening average fi rst-year returns in several other property types could entice investors to seek the higher yields of-

fered by hotel properties.

Hotel Investment Outlook

• Investors have reaped gains over the course of the recovery through improving property fundamentals and pricing, 

but uncertainty around tax and fi scal policy slowed the pace of transaction velocity in 2017. As clarity on tax reform 

emerges, sales activity could increase this year amid reduced ambiguity.

• Under the new tax provisions, owners can expense up to $1 million of depreciable personal property to furnish lodgings. 

The regulation could prompt some owners to consider smaller hotel assets for value-add potential.  

• Private investors are increasingly taking a larger share of transaction volume, comprising more than half of all capital 

fl ows last year. Many of these buyers are targeting hotels in the economy and upper midscale segments.

Executive Summary
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National Economy

Wage Momentum, Rising Confi dence Levels

Drive Hospitality Growth into 2018

Labor market tight; small-business confi dence surges. A steady pace of 

hiring and increased consumption will fuel expectations for improved hotel prop-

erty performance this year. The economy has had the longest continuous period 

of job creation on record, adding jobs every month for more than seven consec-

utive years and holding unemployment near 4 percent. The tight labor market is 

making it increasingly diffi cult for employers to fi ll positions, likely placing upward 

pressure on wages in 2018. Though increased wages may raise the cost of 

hotel operations, it will also boost discretionary income, potentially lifting leisure 

travel and benefi ting hotel occupancy, ADR and RevPAR growth. The economic 

tailwinds over the course of the recovery have pushed small-business sentiment 

to a 31-year record level, reinforcing indications that both small-business travel 

and hiring will be strong this year.   

Tax reform may bolster hotel occupancy improvement. The new tax law 

could play a signifi cant role in shaping both the economy and hospitality de-

mand in 2018. A reduction in the corporate tax rate will be a windfall for corpo-

rations, encouraging several companies to increase investment in hiring, wages 

and business travel as a means to grow their sales. CEO confi dence has risen 

by more than 6 percent in the last year, underscoring economic growth. Rising 

optimism, higher wages and strengthening recruiting efforts will likely support 

additional spending on business travel moving forward, benefi ting occupancy 

rates during weekdays. Lower personal taxes may also provide consumers with 

additional discretionary income. While actual tax savings will vary depending 

on range of variables, the consensus is that most people will receive additional 

take-home pay, raising discretionary income that could boost demand for travel.

2018 National Economic Outlook

• Tight labor market restrains job creation. A still-low unemployment rate 

continues to restrict the pool of potential employees, leaving many positions 

unfi lled and slowing the pace of hiring in 2018. Roughly 1.8 million positions 

will be added to the workforce this year, a 1.2 percent increase in job gains. 

Offi ce-using hiring will tick up modestly but will face the hurdle of fi nding qual-

ifi ed workers. Companies will need to step up recruiting efforts, benefi ting 

hotel occupancy as individuals travel for interviews and meetings. 

• Wages likely to accelerate. As organizations struggle to fi nd quality em-

ployees, competitive compensation packages will be necessary to fi ll avail-

able positions. Wage growth has slowly crept up over the course of the re-

covery with the construction, professional services and hospitality sectors 

leading gains. Increased wages may drive hospitality consumption and overall 

economic growth in the long run, though strengthening wages may spark 

infl ationary pressure.

• Americans boost travel plans. Healthy economic growth has driven con-

sumer confi dence to its highest level since 2000, highlighting the potential for 

strong consumption in 2018. Increased optimism has bolstered the percent-

age of Americans planning to take a vacation in the next six months; the level 

reached a high point since 1978 late last year.   
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National Hotel Overview

Rooms Underway**
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Increased Consumer Spending Bolsters

Hotel Property Outlook 

Trends point to continued improvement in the hospitality sector. Healthy 

employment growth and heightened consumer spending will drive hotel perfor-

mance through 2018. Steady economic momentum has buoyed demand for 

hotels over the course of the recovery amid raised concerns about home-sharing 

services and their impact on the industry. Occupancy recorded a more than 30-

year record high at the end of 2017 and the trend will carry on as room demand 

outpaces supply additions this year. Despite rising occupancy, the abundance 

of hotel openings over the last few years and expanding usage of home-shar-

ing services have driven competition and moderated ADR and RevPAR growth. 

This year, both metrics will register modest increases as economic tailwinds and 

strong confi dence levels propel consumer spending.      

Hoteliers utilize technology, experiences to lure travelers. The rise of 

home-sharing services like Airbnb has created uncertainty for numerous hotel 

owners and the industry is increasingly adapting to consumers’ preferences. 

Many travelers seek experiences that immerse them in the local culture, along 

with personalization. To cater to these tastes, some hotels are utilizing technol-

ogy and unique concepts that provide customers with more than just a place 

to stay. Hilton and Marriott are planning technological upgrades so guests can 

change room temperatures from their phones and put family photos up instead 

of traditional wall art for a more personalized experience. New brands continue 

to pop up targeting different segments, like pod hotels designed for price-sensi-

tive millennials. As hotels continue to realign strategies to compete for travelers, 

occupancy rates will benefi t.        

2018 National Hotel Sector Outlook

• Occupancy reaches new high in 2018. Healthy economic growth and tax 

cuts will benefi t the hospitality industry this year. The annual U.S. occupancy 

rate is forecast to climb 30 basis points in 2018 to 66.3 percent. Increased 

demand will bolster improvements in ADR and RevPAR, albeit at a moderated 

pace of growth compared with the previous fi ve-year average. 

• Supply growth holds steady. Nearly 180,000 rooms were completed last 

year, increasing supply 1.9 percent. In 2018, supply will rise 2.0 percent with 

the bulk of hotels falling in the upscale and upper midscale segments. Overall, 

the majority of completions are located in larger markets with the most rooms 

under construction in New York City, Nashville and Dallas/Fort Worth. Many 

smaller markets have limited construction pipelines, benefi ting room demand 

and boosting ADR and RevPAR growth.  

• Local governments level playing fi eld with home-sharing services. Nu-

merous municipalities are determining how to regulate home-sharing services. 

Many have worked with Airbnb to create working agreements that ensure the 

company remits its share of occupancy taxes and operates under other regu-

lations that pertain to the operation of lodging properties. Several cities require 

business licenses and limit the number of days the property can be rented, 

potentially deterring some hosts.

* Forecast
** Under Construction as of December
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Capital Markets

Fed Normalization Signals Rising Interest Rates;

Lenders Prudently Assess Deals

Fed carefully considers tighter policies. The Federal Reserve has hinted at 

three to four increases of the fed funds rate during 2018 as it hedges against 

infl ation risk amid accelerated economic growth. The potential for higher infl ation 

could prompt a more aggressive approach; however, the Fed will be cautious 

about pushing rates up too quickly as they do not want to stall the economy.  

Infl ationary concerns and higher interest rates have driven a recent surge of 

volatility in the equity markets. Investors are worried that rising interest rates will 

reduce their stock market returns as higher costs of borrowing could cut into 

corporate profi ts. Additional uncertainty regarding the new untested leadership 

of Fed Chairman Jerome Powell contributed to the volatility. His policies have 

yet to be clarifi ed though he will likely continue reducing the balance sheet in an 

effort to move long-term rates higher. Despite increased concerns, the economy 

remains on strong footing and after several years of steady growth in equity mar-

kets, a correction was likely. Investors will remain cautious, however, realigning 

their strategies as necessary to meet their needs. Commercial real estate will 

offer some of these investors a compelling alternative with relatively less volatility 

and competitive yields. 

Lenders take disciplined approach. CMBS and regional/local banks com-

prised more than half the share of hotel lending last year. In general, underwrit-

ing has become more stringent, though lenders are reducing credit spreads to 

remain competitive. Economy, luxury and independent hotels are perceived to 

carry the most risk. Regional and local banks that understand the market are 

the most likely lenders for these properties, while debt funds will fi nance the 

larger loans in search of yield. Most respondents to the Hotel Lender Survey ex-

pect volume to remain consistent in 2018 compared with last year. Construction 

lending will remain conservative, benefi ting further occupancy improvement in 

the long run as fewer projects enter the pipeline. 

2018 Capital Markets Outlook

• Tighter yield spreads may bolster hotel demand. Average hotel cap rates 

have remained in the mid- to high-8 percent range during the last two years 

with a yield spread above the 10-year Treasury of about 640 basis points. 

Many investors believe cap rates will rise in tandem with interest rates, but 

that has not been the case historically. Tightening fi rst-year returns in several 

other property types could entice investors to seek the higher yields offered 

by hotel properties. 

• Economic growth may spark infl ation. Infl ationary pressures are begin-

ning to mount after remaining nominal throughout the current growth cycle. 

Increased pressure on wages and accelerating household wealth should 

boost consumption, driving economic growth and creating infl ationary pres-

sure. The Fed is becoming increasingly proactive in warding off infl ation as the 

simulative effects of tax cuts may accelerate economic growth.

• New tax law could push long-term interest rates higher. The new tax 

cuts are expected to increase the government defi cit by over $1 trillion in the 

next decade. A rise in the budget defi cit could place upward pressure on 

long-term interest rates. 
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Hospitality Investment Outlook

Economic Growth and Clearer Fiscal Policies

Boost Investor Appetite for Hotels

New tax laws could bolster investment activity. Investors have reaped 

gains over the course of the recovery through improving property fundamen-

tals and pricing, but uncertainty around tax and fi scal policy slowed the pace 

of transaction velocity in 2017. As clarity on tax reform emerges, sales activity 

could increase this year amid reduced ambiguity. Many key existing provisions 

have been retained and the favorable treatment of pass-through entities, such 

as LLCs, may support an infl ux of passive capital in 2018. Additionally, several 

new investors will enter the market through direct acquisitions. Some of these 

investors and pass-through funds will turn to hotel properties for upside poten-

tial; cap rates in the mid- to high-8 percent band can be found depending on 

hotel class and location. Less risk-averse investors may target secondary and 

tertiary markets for even higher yield potential. A reduction in taxes could also 

spark some repositioning efforts, bringing more assets to market and support-

ing overall liquidity.

Limited-service hotels remain a focus. Private investors are increasingly 

taking a larger share of transaction volume, comprising more than half of all 

capital fl ows last year. Many of these buyers are targeting hotels in the econo-

my and upper midscale segments, accounting for more than half of all fl agged 

property transactions last year. Demand for economy hotels in particular drove 

property values up and compressed cap rates to the mid-9 percent band, 

roughly 50 to 100 basis points higher than the industry average. Well-located 

upper midscale hotels changed hands with yields in the mid-7 percent band. 

REIT’s and institutional investors remain active, favoring upper upscale and 

luxury hotels in primary markets.

2018 Investment Outlook

• Changing traveler habits could ignite investor demand for indepen-

dent hotels. Consumers’ desire for unique and experience-oriented hotel 

stays will likely boost demand for independent hotels. Performance measures 

in this segment outperformed all other chain scales last year, registering the 

largest increases in occupancy, RevPAR and ADR. Independent hotel proper-

ties typically trade at lower prices per room and offer initial yields in the mid-8 

to low-9 percent band.  

• Congress may nudge additional investor demand. Under the new tax 

provisions, owners can expense up to $1 million of depreciable personal prop-

erty to furnish lodgings. This change will allow hospitality investors to deduct 

the cost of furniture placed into service at their properties rather than depreci-

ating them over multiple years. The rule also applies to roofs, heating, ventila-

tion and security systems, though deductions phase out as purchases exceed 

$2.5 million. The regulation could prompt some owners to consider smaller 

hotel assets for value-add potential.  

• Rising wages could bring challenges. The tight labor pool is making it 

increasingly diffi cult for employers to fi nd quality workers, potentially placing 

upward pressure on wages this year as hotels increase recruiting efforts. This 

trend combined with rising minimum wages in several locals could impose 

challenges on some hotel owners.

Hotel Buyer Composition
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Sources: Marcus & Millichap Research Services; AARP Research 

Generational 2018 Demographic Trends Impacting Hotels
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New Brands Appeal to Millennials; 

More Trips Planned in 2018

• Hotel owners are increasingly looking to appeal to millen-

nial travelers. Millennials are expected to spend more per trip 

and take more vacations than previous generations this year. 

To attract this demographic, many hotels are revamping de-

signs, increasing amenities and adding unique restaurant and 

bar concepts. Several brands have launched in recent years 

to appeal to these travelers including Hyatt Centric, Marriott’s 

Moxy and Starwood’s Aloft hotels.

• Extended trips drive room demand. More than a third of mil-

lennials and Generation Xers are likely to extend their business 

trips with personal travel. Extended trips will likely benefi t week-

end occupancy rates, underpinning RevPAR growth.  

• Boomers choose hotels. Hotels will remain baby boomers’ 

preferred accommodations this year. Boomers are half as like-

ly to try alternative accommodations like Airbnb and bed and 

breakfasts compared with the millennial generation. 

• More vacations planned in 2018. Roughly 79 percent of mil-

lennials plan to use the majority of their paid vacation time this 

year for travel. This compares with 67 percent for Gen X and 68 

percent for boomers. All three generations plan to take roughly 

four domestic trips per person, with millennials and Generation 

Xers anticipating more trips this year compared with 2017. In-

creased travel will bode well for hotel occupancy rates and rev-

enue growth.    

2018 Travel Trends
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Boston

Inland Markets Outperform Several Coastal Metros

Five-Year RevPAR Growth 2013-2017*

Largest Growth Five-Year RevPAR Growth Five-Year Occupancy BPS 
Change 

Nashville, TN 50% 590

Atlanta, GA 35% 690

Orlando, FL 34% 880

Seattle, WA 33% 390

Phoenix, AZ 32% 800

Denver, CO 32% 260

Los Angeles/Long Beach, CA 32% 220

Norfolk/Virginia Beach, VA 31% 860

Detroit, MI 29% 400

San Diego, CA 27% 580

U.S. 22% 370

Chain Scale Five-Year RevPAR Growth Five-Year Occupancy BPS 
Change

Independents 25% 440

Midscale 22% 420

Economy 22% 320

Upper Midscale 20% 410

Upscale 19% 220

Upper Upscale 16% 220

Luxury 11% -50

Top 10 Markets by RevPAR Change

RevPAR by Chain Scale

* 24 Largest U.S. Mainland Hotel Markets

Sources: Marcus & Millichap Research Services; STR, Inc.

Revenue Trends
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Sources: CoStar Group, Inc.; STR, Inc.;

Real Capital Analytics

California

Supply Wave Meets Hotel Accommoda-

tion Needs From Tourism and Business

California hotels’ occupancy, ADR and RevPAR continue 

to improve this year. Southern California drives performance 

for the region, with San Diego and Orange County reporting the 

highest growth rates in RevPAR and ADR, respectively, last year. 

In 2018, Los Angeles will open 3,880 new rooms, the most of 

any city in the state, experiencing a temporary drop in occupan-

cy as a result. This measure will recover over time as the lo-

cal economy remains healthy and the number of annual visitors 

stays strong. T  ourism for LA increased 2 percent in 2017, aided 

by 11 new nonstop international routes into Los Angeles Interna-

tional Airport that make it easier for these travelers to add South-

ern California entertainment venues to their schedule . Improved 

tourism will aid Northern California as well. The Wine Country 

has substantially recovered from damage caused by past wild-

fi res, paving the way for increased occupancy, ADR and RevPAR 

statewide in 2018.

Investment landscape characterized by private investors 

seeking independent hotels in southern California. Positive 

hotel performance fuels investor demand for Golden State ho-

tels, evidenced by an increase in transaction velocity last year 

across all chain scales. Overall, independent hospitality oper-

ations represented 43 percent of the deal pool. Regardless of 

classifi cation, hotels located in the Inland Empire and in Los An-

geles continue to be the most sought after by buyers. Orange 

County and San Diego also reported a higher number of trades, 

as region-leading increases in ADR and RevPAR drew investors’ 

attention. Non-institutional buyers from the state are active in 

each of these four markets, seeking older vintage assets with 

fewer than 100 rooms. Yields for such properties skew higher 

than the regional average of mid-7 percent, offering greater initial 

fi rst-year returns in top-tier markets.
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2017 Recent Opens; 2018 Under Construction

* Forecast 

Sources: CoStar Group, Inc.; STR, Inc.; 

Real Capital Analytics
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2018 Region Forecast

Hotel development shows no signs of 

stopping in California as about 18,900 

rooms are under construction. An addi-

tional 25,600 rooms are in the fi nal plan-

ning stages, producing one of the largest 

pipelines for any state in the country.

Following a 10-basis-point rise last year, 

annual occupancy will improve to 75.6 

percent in 2018.

After a 2.1 percent increase in 2017, 

annual ADR will rise by a more modest 

amount to $163.73 this year.

A higher ADR will mean improved 

RevPAR for regional hotels, with the an-

nual average rising to $123.78 this year. 

In 2017 RevPAR grew by 2.2 percent.

Sales activity in the Coachella Valley has 

picked up 130 percent from where it 

was four years ago, as investors seek to 

capitalize on new events-driven demand 

sources. By some accounts, the area’s 

thriving music festival scene generated 

an estimated economic impact of over 

$800 million last year. 

Supply
up 1.7%

Occupancy
up 20  bps

ADR
up 1.6%

RevPAR
up 1.9%

Investment

2018 Regional Highlights

• To meet healthy demand by business travelers heading to Sil-

icon Valley, San Jose’s Norman Y. Mineta International Airport 

is adding more seats faster than any other airport in the coun-

try. The tech hub’s conventions alone generate $158 million in 

annual spending toward hotels , restaurants and attractions.    

• San Diego tourism continues to benefi t from profi table con-

vention activity. San Diego Comic-Con alone adds around 

58,000 hotel room nights per year, with an estimated econom-

ic impact of $143 million.   

• Air traffi c from the Sacramento International Airport surpassed 

the 2007 peak for the fi rst time last year. This achievement fa-

cilitated improved regional commuting into and out of the state 

capital that helped increase hotel occupancy 3.6 percent and 

raised RevPAR a notable 9.8 percent year over year. 
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Carolinas

Markets’ New Deliveries Weigh on Occu-

pancy; Limited Service Hotels Targeted

Surge in supply surpasses demand. Occupancy softened 

over the last few months of 2017, a trend that will continue in 

2018 due to an increase of new inventory. Deliveries are likely 

to remain heightened into 2019 as many planned projects are 

scheduled to move forward. Construction is accelerating, espe-

cially in Charleston and Charlotte as corporate relocations and 

expansions bring additional business travelers and population 

growth. These two metros accounted for more than half of the 

new inventory last year and will again in 2018. Raleigh is one ma-

jor market in the two state region where deliveries are expected 

to ease this year, although this will likely be a short-term pause 

as seven projects are in the fi nal planning stage. Even though oc-

cupancy will weaken in the Carolinas this year, ADR and RevPAR 

are expected to rise to new highs.

Rise in construction provides additional buying opportuni-

ties. A favorable economic and demographic outlook will bolster 

corporate travel as well as the tourism sector in the Carolinas 

this year. These factors are drawing a wide range of investors 

and the increase in competition pushed prices higher in all but 

independent assets last year. Hotel deliveries in downtown cores 

and near tourist hubs should keep institutional investors active at 

cap rates in the 7 percent range. Upper midscale facilities in both 

North and South Carolina were most frequently sought after last 

year, boosting prices 12 percent and 17 percent, respectively. 

Buyers in the under $10 million price tranche focused on econo-

my hotels throughout the region, many seeking assets with some 

upside potential through renovations and amenity upgrades at 

cap rates above 8 percent. Among metros, hotels in Charlotte 

are highly desired as the strong corporate presence in the city 

keeps occupancy elevated during the week. Over the last year, 

transaction volume jumped 29 percent while the average price 

more than doubled, as more upscale hotels traded. 
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2018 Region Forecast

After 5,600 rooms were delivered last 

year, the 90 hotels underway through-

out the Carolinas will add nearly 9,900 

rooms upon completion. Another 15,100 

rooms are set to begin construction in 

the quarters ahead.

The surge in deliveries lowers occupancy 

to 63.5 percent at year end. This follows 

a 100-basis-point decline last year. Oc-

cupancy in South Carolina was 64.3 per-

cent and 63.4 percent in North Carolina 

during 2017 .

As occupancy dipped, ADR growth 

slowed to 3.3 percent in 2017. This year, 

ADR will reach $108, a 2.5 percent climb 

and the lowest level in eight years. 

Building on a 2.3 percent increase in 

RevPAR last year, a smaller ADR gain in 

2018 will result in a 1.9 percent advance 

in RevPAR.

Strong Appalachian/Blue Ridge tourism 

demand continues to attract out-of-state 

investors to Asheville. Independent and 

limited service hotels were most often 

traded last year.

Supply
up 1.5%

Occupancy
down 30 bps

ADR
up 2.5%

RevPAR
up 1.9%

Investment

2018 Regional Highlights

• The uptown area of Charlotte is undergoing a boom in hotel 

deliveries following the addition of four new hotels last year 

that contained more than 700 rooms. Marriott will open 300 

rooms this year in the EpiCentre development and another 

700 rooms are expected in 2019.

• This year’s completion of the Raleigh Union Station, a multi-

modal transportation hub in the Warehouse District, will make 

getting around the region more convenient for visitors. The fa-

cility will also provide retail and dining options, as well as easier 

connections to nearby hotels.

• The Carolina coasts escaped the brunt of last year’s hurri-

canes, with most areas receiving minimal damage or disrup-

tion. This, coupled with a strengthening economy, should po-

sition the region well for this year’s tourism season.
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Central Midwest

Hotel Reservations Rise; Investors Flock 

To Major Cities in Missouri and Oklahoma 

Business and sporting events in the Central Midwest keep 

the region’s hotels booking guests. Missouri and Oklahoma 

led occupancy and RevPAR gains last year for the region, which 

also includes Kansas. In Missouri, major corporate relocations, 

including those by the National Geospatial Intelligence Agency, 

Pfi zer and Microsoft, will fuel improved weekday room demand. 

  This spring, St. Louis’ hotel occupancy is expected to lift as col-

lege basketball enthusiasts reserve rooms to attend the 2018 

SEC Men’s Basketball Tournament in the Scottrade Center. Far-

ther south, the opening early last year of Oklahoma City’s Expo 

Center, the municipality’s largest event space, has attracted sev-

eral more national and international events to the metro. This year 

construction is expected to start on the city’s new convention 

center and luxury hotel. Moving forward, the region as a whole 

will experience moderately improving occupancy that will in turn 

drive further gains in ADR and RevPAR.

Buyers home in on Missouri metros as more higher-service 

properties are sold. Limited asset availability and increased in-

vestor demand intensifi ed the competitive bidding environment, 

prompting the average sale price per room to appreciate by 28 

percent in 2017. An even larger increase occurred for Missou-

ri-based hotels, which traded with greater frequency this past 

year. Demand for assets situated in St. Louis and Kansas City in 

particular pushed prices higher. Part of this appreciation is also 

due to what types of establishments are selling. In the past, inde-

pendent and economy hotels were the most popular products. 

Recently more midscale and upper midscale properties changed 

hands. While there is greater diversity of chain scales in the deal 

pool, non-institutional investors are still predominantly trading 

30- to 40-year-old buildings with fewer than 100 rooms. These 

buyers prefer suburban establishments near major highways. 
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2017 Recent Opens; 2018 Under Construction

* Forecast 

Sources: CoStar Group, Inc.; STR, Inc.; 

Real Capital Analytics

$30

$37

$44

$51

$58

Full-Year Revenue Measures

RevPARADR

O
cc

up
an

cy
 R

at
e

Annual Occupancy

Region U.S.

R
evPA

RA
D

R

17161514

17161514

48%

54%

60%

66%

72%

$60

$70

$80

$90

$100

Development Trends

20182017

Rooms (thousands)

0 0.7 1.4 2.1 2.8

Wichita

St. Louis

Tulsa

Oklahoma City

Kansas City

18*

18*

Central Midwest

2018 Region Forecast

Approximately 8,600 rooms are under 

construction across the region, with the 

greatest proportion slated for Oklahoma. 

Of the 3,500 rooms to be delivered to the 

state, nearly half of them are in Oklaho-

ma City.

Annual occupancy will improve to 58.4 

percent in 2018 following three years of 

mild declines. The region is still below the 

2015 peak of 59.0 percent.

An increase in revenue provided by high-

er occupancy will prompt ADR to in-

crease to $91.78. Last year the rate grew 

2.2 perce nt.

Contributions from higher ADR assist 

RevPAR in advancing to $53.60 this 

year, surpassing 2017’s growth rate of 

2.0 percent.

Tulsa tied St. Louis in the number of hotel 

transactions reported in 2017. A great-

er number of medium-size independent 

and sub-full service establishments trad-

ed at half the price per room and at an 

average cap rate 300 basis points below 

that of the Gateway City.

Supply
up 1.0%

Occupancy
up 50 bps

ADR
up 2.3%

RevPAR
up 2.2%

Investment

2018 Regional Highlights

• A $380 million redevelopment of the parkland surrounding 

the Gateway Arch will conclude in 2018, adding 11 acres of 

greenery and expanded museum space that will attract tour-

ists. This should generate additional demand for hotels in St. 

Louis, the region’s primary hospitality market.  

• The fi rst new convention-center-adjacent hotel in 35 years will 

open in Kansas City in 2020. The $322 million, 800-room proj-

ect is currently under construction, and it will be owned and 

operated by Loews Hotels .   

• News of Oklahoma City’s upcoming 270,000-square-foot 

convention center and Omni hotel, scheduled to open down-

town in 2020, will improve hotel demand this year. The Pad-

dlesport Retailer trade show is relocating its annual event to 

the metro so the show can grow into the new venue over time.
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Florida

Tourism Overrides Exiting Evacuees’ and 

Deliveries’ Impact on Occupancy

Florida positioned for growth in 2018. Healthy room demand 

will lift hotel occupancy and revenue in Florida this year . The num-

ber of visitors to the state increased 3 percent year over year 

in September last year, setting a new high and generating de-

mand for hotel rooms. In 2017, hotels also received a boost in 

occupancy from Hurricane Maria’s destruction in Puerto Rico, 

which brought thousands of evacuees to Florida. Most of these 

residents will return home or seek more permanent housing as 

this year progresses. Strong economic growth throughout the 

nation should continue to support an increasing number of tour-

ists to the state in 2018. Rebuilding of hotels and infrastructure 

in Puerto Rico throughout the year may divert additional travelers 

to Florida, benefi ting the state’s hotel occupancy. Based on the 

state’s continual rising hotel occupancy, developers are meeting 

demand by constructing roughly over 14,000 hotel rooms. Of 

these, 75 percent are in the large tourist markets of Miami, Or-

lando and Tampa.

Investors hesitate after hurricane. Hotel sales in Florida 

slowed in the fi nal quarter of 2017 following the aftermath of Hur-

ricane Irma, resulting in a 5 percent dip in transaction volume 

year over year. Prices also moderated, declining 4 percent during 

the same period.  Buyers in the $1 million to $10 million price 

tranche targeted independent hotels with less than 50 rooms and 

increased  competition contributed to the price for independent 

properties rising 9 percent over the last four quarters. Assets with 

upside potential through renovation and upgrading services were 

highly desired and could change hands at cap rates below 6 

percent if located near a coast. More of these properties could 

be marketed this year as owners with damaged hotels during last 

year’s storms consider listing. 
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2017 Recent Opens; 2018 Under Construction

* Forecast 
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2018 Region Forecast

There are 14,300 rooms under construc-

tion across the state in 105 hotels. This 

compares with 8,750 rooms completed 

last year. Miami and Orlando account for 

nearly 70 percent of the rooms under-

way, with 5,175 and 3,460, respectively. 

Hotels benefi ted from the hurricane 

damage in Puerto Rico as many resi-

dents fl ed to Florida, boosting occupan-

cy 230 basis points last year. Occupancy 

will rise 70 basis points to 74.6 percent 

in 2018, setting a 10-year high.

Tightening occupancy in the second half 

of 2017 produced an annualized 2.8 per-

cent jump in ADR. This year, ADR climbs 

2.4 percent to $140.62. 

As hurricane evacuees fi lled hotel rooms 

across Florida, RevPAR surged 5.9 

percent last year. At the end of 2018, 

RevPAR will reach $105.40.

One of the strongest employment gains 

in the nation and steady tourism growth  

will keep investors active in Orlando. 

Small independent hotels near theme 

parks will be desired.

Supply
up 1.9%

Occupancy
up 70 bps

ADR
up 2.4%

RevPAR
up 3.2%

Investment

2018 Regional Highlights

• As of January 2018, more than 1,500 families from Puerto 

Rico still reside in Florida hotels through FEMA’s TSA program, 

contributing to heightened occupancy and growth in RevPAR. 

As benefi ts for evacuees expire, some hotels may post tempo-

rary declines in occupancy. 

• New attractions at theme parks could lure additional tourists 

to Orlando this year. The largest project to debut will be Toy 

Story Land at Disney’s Hollywood Studios park in June. Sea-

World will open Infi nity Falls this summer and Universal Orlan-

do is on track to fi nish the Fast & Furious-Supercharged ride 

in the spring of 2018.

• The number of passengers at Orlando International Airport in-

creased 6.4 percent in 2017 from one year earlier. The total of 

international travelers increased 5.7 percent. 
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Georgia

Corporate, Film and Leisure Demand 

Sustains Occupancy in Georgia

Room demand persists though occupancy declines slight-

ly as evacuees head home. Georgia’s corporate business 

growth and increased tourism benefi t statewide occupancy, av-

erage daily rate and RevPAR. Companies like Anthem and Mer-

cedes Benz continue to expand their presence, improving week-

day occupancy rates as professionals travel to meetings and 

interviews. Furthermore, the state’s growing fi lm industry under-

pins hotel demand as out-of-state based actors and workers fi ll 

hotel rooms during fi lming. Leisure travel also plays a signifi cant 

role on overall hotel performance metrics in the state. Two major 

new sports stadiums in Atlanta and recreational activities along 

the Georgia coast attract visitors to the state’s hotels. These un-

derlying trends will continue into 2018, though statewide occu-

pancy will tick down slightly as individuals who escaped the brunt 

of Hurricane Irma by staying in Georgia hotels returned to their 

homes in the fourth quarter of last year .  

Activity increases across the state amid strong asset per-

formance. Healthy occupancy and growth in revenue metrics 

bolster demand for hotel properties across Georgia. Transaction 

velocity rose at a faster pace in 2017 than the prior year as sales 

jumped 17 percent. The bulk of hotels changed hands in the 

Atlanta metro, with buyers primarily targeting Atlanta’s south-

ern and northwestern areas . Rising demand in each area fueled 

competition, lifting property values last year. Hotels in both lo-

cales typically trade with fi rst-year returns in the low-8 to 9 per-

cent band. Outside of Atlanta, investor interest has picked up 

for economy and midscale hotels in many of the state’s smaller 

metros. The majority of these buyers are local to the state and 

purchase assets in the $1 million to $10 million price tranche. 

Several hotels in these rural locations can trade at cap rates as 

high as 14 percent.  
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2018 Region Forecast

Nearly 6,600 rooms are under construc-

tion in the state throughout 50 hotel proj-

ects. Of those rooms, roughly 4,000 will 

be completed in Atlanta. The bulk of de-

liveries are select-service hotels.

Georgia’s occupancy rate will decline 20 

basis points in 2018 to 65.1 percent as 

it realigns from the 70-basis-point spike 

recorded last year. 

Declining occupancy will slow growth in 

ADR to $102.50. Last year, the average 

daily rate climbed 3.2 percent.

Contributions from occupancy and ADR 

moderate RevPAR 1.2 percent this year 

to $66.73. Last year, RevPAR also post-

ed a 1.2 percent gain.

Savannah’s beaches and numerous rec-

reational activities make the area an ideal 

destination for many travelers. Healthy 

room demand combined with tighter 

restrictions on short-term rentals have 

boosted investor interest for area hotels 

and elevated property values.   

Supply
up 1.4%

Occupancy
down 20 bps

ADR
up 1.6%

RevPAR
up 1.2%

Investment

2018 Regional Highlights

• The completion of the new Atlanta Falcons stadium and re-

developments in the area will bode well for metro hotels as 

travelers attend games and events there. Super Bowl LIII will 

be held in the stadium in 2019, attracting many visitors and 

boosting hotel occupancy and revenue metrics. 

• International visitation to Atlanta continues to grow. A roughly 

2.7 percent increase was recorded in international passengers 

deplaning at the Hartsfi eld-Jackson Atlanta International Air-

port last year. Many of these travelers may opt to stay in hotels.

• New rules on short-term rentals from home-sharing services in 

Savannah could bode well for hotels. Property owners would 

need to renew permits every six months. Additionally, the ordi-

nance reduces the number of visitors that can stay in rentals, 

pushing many to hotels. 
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Gulf Region

Investors From Coast to Coast Acquire 

Properties in Tourist and College Towns

Hotel performance in the Gulf Region is mixed this year. In 

New Orleans, fewer rooms under construction and more interna-

tional tourism from new direct London and Frankfurt, Germany, 

fl ights will relieve some downward pressure on occupancy. The 

region’s largest hotel market will post a decline in the rate during 

the fi rst half of the year  as 2017’s high numbers were buoyed 

by the NBA All-Star Game. This will soften annual revenue met-

rics, as a lack of strong gains will hamper RevPAR growth for 

the state of Louisiana as a whole. In Alabama, ADR and RevPAR 

both advance in 2018. A moderating development pipeline plus 

reoccurring bookings from college-related travel aid occupancy. 

Revenue measures will also slightly improve in Mississippi, while 

Arkansas’ RevPAR falls for the second consecutive year because 

of decreasing occupancy. The Gulf Region at large will exhibit a 

higher ADR in 2018 despite falling occupancy and RevPAR. 

Metros with reliable sources of tourism dominate recent 

sales. The number of transactions in 2017 increased 11 percent 

year over year as buyers looking to diversify their portfolios came 

to the Gulf. Investors from across the country, including from Cal-

ifornia, New York, Nevada and Virginia, acquired hotel properties 

in all four states, with an emphasis on select service establish-

ments. In contrast to previous years, a greater number of inde-

pendent assets changed hands in 2017, refl ecting how some 

buyers are widening their purchasing parameters. Alabama and 

Louisiana continue to lead the region in trade volume, with New 

Orleans taking center stage. Investors in the market focused on 

the highly visited French Quarter. This included the sale of the 

Westin on Canal Street, an eight-fi gure deal that infl ated average 

prices for the city.  Elsewhere, the Alabama metro of Birmingham 

and Arkansas city of Little Rock garnered multiple transactions.
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2018 Region Forecast

About 7,300 rooms will open in the re-

gion this year. Louisiana will receive the 

highest concentration of rooms at 2,800, 

although Alabama and Mississippi will 

each also welcome over 1,500.

A downtick in room demand translates 

to a decline in occupancy to 57.9 per-

cent. Occupancy also dipped last year.

Fewer rooms being built will restrict avail-

ability during peak travel times, contribut-

ing to ADR growth above last year’s 1.3 

percent pace. The rate is now $95.04.

Despite an increase in ADR, RevPAR 

will fall modestly in 2018 to $55.07. Last 

year RevPAR moved up 0.3 percent.

While the most trades took place in Lou-

isiana, investors also conducted notable 

business in Alabama. Metros in the state 

that host large colleges, including Bir-

mingham, Mobile, Huntsville and Mont-

gomery, routinely attract the most atten-

tion. Consistent revenue from hotels that 

cater to college travelers add appeal for 

those looking for long-term holds.

Supply
up 1.0%

Occupancy
down 80 bps

ADR
up 1.5%

RevPAR
down 0.7%

Investment

2018 Regional Highlights

• In the aftermath of Hurricane Katrina extended-stay hotels in 

impacted markets outperformed the rest of the country for 

years following the natural disaster. Similar hotels in markets 

affected by Hurricanes Irma and Harvey, including parts of 

Louisiana and Alabama, may register a boost in occupancy 

and revenue this year.

• Hotels in Mississippi will face less encroachment from Airbnb 

and similar services in 2018. Late last year the state began 

taxing short-term rentals at the same rate as hotels.

• Huntsville, Alabama, which already hosts the state’s most 

visited paid attraction, the U.S. Space & Rocket Center, will 

welcome a new joint Toyota-Mazda manufacturing plant in the 

near future. Building the plant will create immediate hotel de-

mand from construction workers. 
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Mid-Atlantic

Supply Flows to Philadelphia; Coastal Va-

cations Fuel Region’s Revenue Gains

Delaware leads revenue growth. Pennsylvania, New Jersey 

and Delaware, which comprise the Mid-Atlantic region, will all 

post moderate gains in occupancy this year, prompting corre-

sponding revenue improvements. The most growth will be seen 

in Delaware, as this state outperformed the other two in both 

ADR and RevPAR growth. This is particularly notable in the 

coastal areas of Delaware, as well as in New Jersey, as these 

beaches are the region’s prime vacation destination. Farther in-

land, Philadelphia started the year with hotels receiving a $3.3 

million revenue bump from the Eagles’ victorious NFL Playoff run. 

The beginning of the 2018-2019 season should continue to draw 

sold-out crowds, supporting the metro’s hotels. Additionally,  the 

completion of the Comcast Technology Center (CTC) will poten-

tially draw more inbound business travel, thereby aiding week-

day hotel performance this year . Neighboring New Jersey may 

be poised for renewed room demand as well, depending on the 

outcome of a Supreme Court ruling that will impact the state’s 

efforts to legalize sports betting.

Economy brands in suburban Philadelphia garner more 

attention. Positive hotel performance is driving both trans-

action velocity and the average sales price upward. While the 

same number of independent properties were traded in 2017 

as the year before, demand for limited- service establishments 

increased as more economy hotels changed hands over the pre-

vious year. Over the entire region, Pennsylvania, particularly Phil-

adelphia, continues to have the largest volume of transactions. 

The number of deals completed in the past 12 months nearly 

doubled the previous annual period’s, with activity concentrated 

in Lancaster and Burlington counties. Regional private investors 

have targeted properties adjacent to major highways within con-

venient distances to shops and restaurants, where yields typical-

ly fall in the 7 percent band.
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2018 Region Forecast

Approximately 8,800 rooms are under 

construction across the region. About 

5,200 of those rooms will come to Penn-

sylvania, with the Philadelphia metro re-

ceiving the largest share. 

As completions slow and demand rises, 

occupancy will tick up to 62.4 percent.

The average daily rate for the year will in-

crease to $119.91, recovering from a 0.1 

percent dip reported in 2017.

The advancement in occupancy com-

bined with modestly improved ADR sup-

port a gain in RevPAR to $75.65 for this 

year that nearly matches the 1.1 percent 

expansion reported in 2017.

Beachside motels in the New Jersey 

coastal settings of Cape May, Ocean 

County and Monmouth County are 

changing hands at a high frequency. 

With a fi nite amount of coastline, upside 

opportunities exist for older properties 

that are located near the waterfront or on  

major corridors within each town along 

the coast.

Supply
up 1.1%

Occupancy
up 30 bps

ADR
up 0.5%

RevPAR
up 1.0%

Investment

2018 Regional Highlights

• Major Atlantic City hotel and casino enterprises have recently 

expanded their operations by acquiring vacated property in 

the area . These actions may be associated with a favorable 

outlook regarding the future of sports wagering in the market. 

Unlocking a new gambling source could improve both hotel 

demand and revenue for Atlantic City and similar metros.

• As the No. 4 market in Pennsylvania for visitor spending, the 

Harrisburg-Hersey area welcomes more than 10 million trav-

elers a year, a 20:1 ratio vs. residents. In recognition of this, 

developers are opening 300 more rooms in the near future.

• New plans for economic development in Pittsburgh, including 

a new airport terminal, energy plant and hospitals, will aid hotel 

performance in the years to come thanks to increased busi-

ness travel and temporary construction jobs.
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Mid South

Investors Exercise Caution Amid

Concerns of Growing Hotel Stock

Heightened supply in Nashville weighs on occupancy. The 

Nashville metro has led regional improvements over the course 

of the recovery and in turn fueled construction of new hotels. 

Last year, heightened completions in the metro began to weigh 

on occupancy, slowing the pace of ADR and RevPAR growth. 

Nashville’s construction pipeline continues to widen as more than 

5,000 rooms are under development and an additional 5,800 

are expected to break ground throughout the next 12 months. 

Elevated deliveries will likely weigh on the metro’s occupancy 

rate again this year, slackening increases in ADR and RevPAR 

growth. Outside Nashville, strong performances in smaller mar-

kets throughout the region, like Memphis, will mitigate a decline 

in regional occupancy, keeping the rate unchanged this year and 

driving modest increases in the average daily rate and RevPAR.  

Investor demand picks up in Kentucky. Concerns of over-

supply in Nashville contributed to a slowing pace of transaction 

velocity last year and slightly declined the average price per room 

regionally. Despite the decrease, property values and deal fl ow in 

the region remain above the previous fi ve-year average as rev-

enue metrics perform above national rates of growth, buoying 

investor interest. While properties in Tennessee comprise the 

majority of transactions, buyers are increasingly seeking hotels in 

Kentucky. Sales in the state have nearly doubled in the last fi ve 

years with buyers primarily focusing on economy and midscale 

 properties in larger metros including Lexington and Louisville. 

Hotels throughout Kentucky trade with average fi rst-year returns 

in the low-11 percent band, providing investors opportunities for 

signifi cant yield potential. In Tennessee, investor caution in Nash-

ville may continue into 2018 amid another year of heightened 

supply additions, motivating some buyers to consider hotels in 

outlying areas of the metro.      
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2017 Recent Opens; 2018 Under Construction

* Forecast 
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2018 Region Forecast

Nearly 9,400 rooms are underway in the 

region and an additional 11,000 rooms 

will break ground in the next 12 months. 

Nashville will receive the majority of these 

completions, which are primarily in the 

select-services segment.   

The occupancy rate will remain un-

changed this year at 63.2 percent as ele-

vated supply additions regionwide weigh 

on improvement. 

ADR growth will moderate with the 

rate reaching $109.33. Growth remains 

above the national rate of 2.5 percent.  

Unchanged occupancy combined with 

slowing ADR growth will moderate 

RevPAR from the 4.2 percent increase 

recorded last year. RevPAR will reach 

$69.10 this year.

Strong hotel performance metrics in 

Memphis may ignite investor demand in 

the area. Occupancy climbed 110 basis 

points in the metro last year, fueling ADR 

and RevPAR growth of 3.5 percent and 

5.0 percent, respectively.

Supply
up 2.6%

Occupancy
no change

ADR
up 3.5%

RevPAR
up 2.6%

Investment

2018 Regional Highlights

• Nashville remains a popular meeting and leisure travel desti-

nation, attracting 14.5 million visitors in 2017. Visitation to the 

metro has increased more than 70 percent since 2008 driving 

signifi cant hotel demand. Continued investments into the met-

ro will likely support this trend moving forward.

• Airbnb and the Kentucky Department of Revenue reached an 

agreement last year for the home-sharing service to collect 

sales taxes on all stays. This, and additional registration re-

quirements in some metros, may reduce the number of willing 

hosts and benefi t statewide hotel occupancy. 

• The Kentucky International Convention Center in Louisville will 

reopen this year after expansions and updates. The reopening 

will provide opportunities for more meetings and events, ben-

efi ting hotels in the metro. 
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New York

Statewide Tourism Triggers New Supply;

Investor Interest Outside NYC Heightens

Revenue performance measures moderate. The perfor-

mance of hotels outside of the New York City metro mitigated 

statewide occupancy improvement last year. The occupancy 

rate in New York City jumped 120 basis points in 2017 as room 

nights climbed nearly 5 percent, while statewide occupancy rose 

40 basis points. This year, a burgeoning construction pipeline 

in the metro will slow the pace of occupancy growth marginally, 

placing downward pressure on ADR and RevPAR amid height-

ened competition from increased rooms. Outside New York City, 

the Buffalo and Albany markets each received over 500 rooms 

last year. Both metros have more than 1,000 rooms either un-

der construction or scheduled to break ground in the next 12 

months. The high number of completions will constrict occupan-

cy and weigh on ADR and RevPAR in 2018 although increased 

investments to boost tourism in both areas could partially negate 

declines moving forward.    

Investors re-evaluate strategies. Transaction velocity in the 

New York City metro has slowed during the last two years, con-

tributing to d eclining deal fl ow statewide. Fewer select-service 

assets changed hands across New York City with the majority 

of hotel sales in this segment located in Manhattan. Institutional 

investors primarily targeted these properties, which traded with 

average fi rst-year returns in the mid-5 to low-7 percent band. 

A surge in construction for upscale and upper midscale hotels 

could provide buyers with additional opportunities for select-ser-

vice assets. Buyers in the $1 million to $10 million price tranche 

who have been priced out of Manhattan will target hotels on 

Long Island where cap rates in the low-7 to 8 percent range are 

found. Here, the majority of investors target independent hotels, 

which can provide a variety of value-add opportunities. 
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2017 Recent Opens; 2018 Under Construction

* Forecast 
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2018 Region Forecast

Roughly 18,800 rooms are under con-

struction statewide, with the majority of 

rooms underway located in the New York 

City metro. Marketwide, about half of all 

completions are select-service hotels. 

Following a 40-basis-point increase in 

occupancy last year, the rate will tick up 

30 basis points to 73.6 percent as the 

heightened pace of construction slows 

overall improvement.

The average daily rate will decline to 

$198.70 this year. Increased competi-

tion from amplifi ed supply additions has 

slowed ADR growth for the past four 

consecutive years. 

Declining ADR growth will reduce 

RevPAR nominally to $147. Last year, 

annual RevPAR ticked down 0.4 percent.

Limited listings and heightened demand 

in Westchester have elevated prices to 

$100,000 per room the last two years. 

The area’s recreational activities attract 

individuals from nearby New York City, 

benefi ting area hotels. 

Supply
up 3.8%

Occupancy
up 30 bps

ADR
down 0.2%

RevPAR
down 0.1%

Investment

2018 Regional Highlights

• An estimated 61.8 million tourists visited New York City in 

2017, setting an eighth consecutive year of record tourism. A 

new ad campaign to attract longer stays in the city could drive 

additional travel this year, boding well for hotels. 

• The large construction pipeline in the metro of New York will 

increase competition in the market. As a result, hoteliers are 

utilizing creative concepts to lure millennial travelers, like roof-

top bars and revamped designs that customers want to post 

on social media, providing additional advertising to hotels.

• The $10 million investment for a new tourism center in Auburn 

was announced late last year. The center will promote the city 

and region in an effort to boost travel to the area. Increased 

visitation, particularly from regionally located individuals, could 

benefi t hotel occupancy and revenue metrics. 
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North Central

Expanding Economy Drives Hotel Gains; 

Investors Target Indianapolis

Indiana and Michigan post strong ADR and RevPAR growth 

as regional occupancy rises. The North Central region, which 

comprises Indiana, Michigan and Ohio, will exhibit the best im-

provement in hotel occupancy for any region in the U.S. in 2018. 

A steady supply of new rooms coming to each state join with 

increased hotel demand to generate more reservations. On aver-

age, the hotels in Michigan and Indiana will both exhibit stronger 

growth rates in RevPAR than they performed at last year as eco-

nomic recoveries are underway in Detroit and Indianapolis. The 

Detroit metro is undergoing a renaissance as automotive engi-

neering and design fi rms are moving in. Meanwhile, Indianapolis 

is host to a rapidly expanding technology environment in which IT 

consulting, biotechnology and cloud-computing companies are 

opening new offi ces. The increased business demand for hotels 

as professionals fl y in for conferences, meetings and interviews 

will improve weekday room sales for both metros and the states.

Major metros in Indiana and Ohio lead sales. The improved 

performance of the region’s hotels underscored heightened 

transaction velocity, which doubled in 2017 compared with four 

years ago. Within the region, more hotels changed hands in In-

dianapolis last year as consistent occupancy, ADR and RevPAR 

gains have attracted buyers to the city, raising it to the top of the 

deal pool. A corresponding increase in the average price is partly 

refl ective of intensifi ed buyer demand in the market. Prices have 

also risen in Indianapolis due to a higher volume of select-ser-

vice sales. Regionally, more upper midscale properties changed 

hands, although economy class assets remain a staple. Value 

appreciation in certain markets has not deterred investors in the 

$1 million to $10 million tranche who frequently engage in Indi-

anapolis and Cincinnati. Over the past few years, Cincinnati has 

offered the highest yields for assets in this price tranche. 
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2018 Region Forecast

New rooms will arrive in the region in the 

near future at a slightly faster pace than 

last year as 10,700 rooms are currently 

under construction. Each state will ex-

pand its inventory at approximately the 

same rate.

Strong room demand outweighs new 

supply to raise occupancy to 61.9 per-

cent, the largest regional jump in the U.S.

The average daily rate will break the 

$100 mark for the fi rst time thanks to im-

proved room sales. Last year ADR grew 

by 1.8 percent.

Heightened demand in several of the 

region’s premier hotel markets will lead 

to continued RevPAR gains, putting the 

rate at $62.41. The region is a top per-

former for revenue growth. 

Cincinnati remains a target for many 

private investors, specifi cally in North 

Dayton and near I-275. In the former lo-

cation, cap rates can range above 9 per-

cent at entry costs well below the region-

al average for the same type of hotels.

Supply
up 0.8%

Occupancy
up 100 bps

ADR
up 1.4%

RevPAR
up 2.2%

Investment

2018 Regional Highlights

• Hotel room demand in Cleveland improved 3 percent in 2017, 

benefi ting in part from hosting the Rock and Roll Hall of Fame 

Induction ceremony, which is held in the metro every other 

year when the event does not occur in New York. Going into 

2018, increased demand for hotels will come to the city as it 

hosts the NCAA Division 1 Wrestling Championship.

• In addition to rising business-related hotel demand, tourism in 

Detroit will improve in 2018 as the city shares in hosting duties 

for the fi rst two rounds of the NCAA Men’s Basketball Tourna-

ment. Collegiate sports fans who come to watch the games 

will reserve rooms in the metro, which last hosted games in 

2009 when the Final Four was held there. 

• Cincinnati leads Ohio with hotel revenue growth thanks in part 

to $5 billion in annual spending from over 26 million visitors.
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Northeast

Positive Outlook for Northeast Region

Buoys Investor Interest

Hotel occupancy and revenue increases on tap for 2018, 

despite Boston supply pressures. The Northeast region is 

poised for another year of hospitality growth amid healthy job 

creation and numerous leisure destinations that draw residents 

and visitors from nearby states. Several states within the region 

will record occupancy and RevPAR above the national rates of 

growth this year, with Maine, New Hampshire and Vermont likely 

leading regional advances. Massachusetts may face some chal-

lenges as hotels in Boston, the region’s largest metro, experience 

supply pressures from the more than 3,900 rooms under con-

struction. Strong corporate growth, visitation to the several col-

leges and the metro’s numerous cultural attractions will help drive 

positive revenue growth, albeit at a moderated pace this year. In 

2017, the market registered RevPAR growth of 1.9 percent as 

new rooms heightened competition and slowed the overall pace 

of growth. 

Healthy fundamentals lure investors to Maine. Occupancy 

and RevPAR growth rates in Northeast region hotels have held 

transaction velocity steady over the last two years. Hotels in the 

states of Massachusetts and Maine garner the most attention, 

with the number of sales in Maine nearly doubling in 2017. Grow-

ing visitation to the state has boded well for hotels, with above 

national average ADR and RevPAR growth piquing investors’ at-

tention. Many buyers are targeting smaller independent hotels 

along the coast where cap rates between the high-9 and low-11 

percent band can be found. In Massachusetts, many local buy-

ers in the $1 million to $10 million price tranche are increasingly 

looking for opportunities outside of Boston , including the Prov-

incetown and Pittsfi eld areas, after being priced out of the metro. 

Rising sales outside of Boston lowered the average price per 

room. Many of these hotels change hands with fi rst-year returns 

up to 150 basis points higher than available in Boston.   
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2018 Region Forecast

More than 5,600 rooms are under con-

struction across the Northeast region. 

Massachusetts will receive the bulk of 

these completions. 

Room nights will surpass supply addi-

tions this year, lifting occupancy 30 ba-

sis points to 64.5 percent. Last year, a 

70-basis-point increase was recorded. 

Following a 1.6 percent increase in 2017, 

the average daily rate will rise to $148.53, 

a new high. 

The uptick in vacancy combined with 

rising ADR will advance RevPAR 1.2 

percent this year to $98.97. Last year, 

RevPAR climbed 2.7 percent.

New Hampshire led the region with the 

largest occupancy growth last year. Im-

proving occupancy and healthy ADR and 

RevPAR growth could spur additional 

investor interest in the state. Here, cap 

rates in the low- to mid-10 percent band  

can be found. 

Supply
up 1.4%

Occupancy
up 30 bps

ADR
up 1.0%

RevPAR
up 1.2%

Investment

2018 Regional Highlights

• Maine has launched a new campaign to draw regional trav-

elers to the state for the winter season. If successful, ho-

tels would likely see an additional boost in occupancy rates 

through March of this year.

• Many companies continue to expand in Boston, including 

Wayfair and Mass Mutual. Corporate growth will likely boost 

travel to business meetings and job interviews, benefi ting ho-

tels located in the metro’s employment centers. 

• Vermont is considering a bill to regulate Airbnb rentals in the 

state. If passed, hosts would have to pay an annual registra-

tion fee and comply with the same health and safety standards 

hotels must follow. These new regulations could reduce the 

number of Airbnbs, benefi ting occupancy and revenue growth. 
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Northwest

Demand Flows into Seattle, Portland; 

Inland States’ Transactions Increase

Idaho posts strong revenue growth; new supply focused 

in Portland and Seattle. A drop in the level of hotel construc-

tion in the Northwest will pave the way for improved occupancy 

across the region in 2018. The existing development pipeline is 

concentrated in Portland and Seattle. In Seattle, the number of 

rooms under construction doubles last year’s deliveries, which 

could temporarily compress occupancy as new rooms open for 

reservations. Light construction across the rest of Washington 

will help improve hotel performance for the state, with ADR ad-

vancing at the same pace as nearby Wyoming . Neighboring Ida-

ho will lead the region in ADR growth for the second year in a 

row. Montana and Oregon will report slower revenue growth than 

in 2017.    Even as performance varies across states, taken togeth-

er, the region will record further occupancy, ADR and RevPAR 

improvement in 2018 .

Seattle remains investors’ favored market, while Idaho 

and Montana garner more attention. Improving occupancy, 

ADR and RevPAR across the region appeal to investors, with 

transaction velocity increasing 33 percent in 2017. Washington 

and Oregon continue to receive the most trades, with the high-

est concentration of sales in and around major metros. Transac-

tions in Idaho and Montana increased over the last year. Hotels in 

these states made up 18 percent of 2017 sales, up from 8 per-

cent the year before . In these states, local/regional buyers com-

prise the bulk of transactions as they can provide more hands-on 

management. Buyers from other parts of the country, especially 

California, still mainly pursue opportunities in large cities. While 

buyers in general sought independent properties with more in-

terest than in previous years, private investors’ acquisitions of 

economy and midscale assets increased in 2017. All three hotel 

categories can provide yields above 9 percent at entry costs that 

align well with non-institutional parties.  
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2018 Region Forecast

Almost 11,000 hotel rooms are under 

construction across the region, with 

more than 6,400 going to Washington 

state. About 4,300 of those deliveries will 

be in the Seattle-Tacoma area. 

A mild rate of supply growth and in-

creased demand allow hotel occupancy 

to improve again this year, rising to 64.9 

percent. Last year, occupancy was at 

64.3 percent.

Rising occupancy combined with higher 

hotel demand translate to a new ADR of 

$123.61 this year. In 2017, ADR moved 

up by 3.1 percent.

Contributions from occupancy and ADR 

will advance RevPAR to $80.22, repre-

senting a slower rate of appreciation 

compared with last year’s 3.9 percent. 

A greater number of transactions in the 

$1 million to $10 million price range 

are involving properties outside Seattle, 

contributing to an overall lower average 

sale price for 2017. This price decline 

is refl ective of the lower entry costs of 

less-urban hotels.   

Supply
up 0.4%

Occupancy
up 60 basis bps

ADR
up 3.7%

RevPAR
up 1.7%

Investment

2018 Regional Highlights

• Tourism in Oregon is an $11 billion a year business, and an 

estimated 28 million visitors came to the state in 2016. Almost 

$5 billion of that spending went into the Greater Portland Area; 

in addition, coastal Oregon recorded $1.9 billion in spending.

• Home to four of the top 10 most visited national parks, the 

Northwest states of Montana, Idaho, Wyoming and Washing-

ton attract a good deal of outdoor recreational travel. The di-

vision of the leisure business outgrew the overall economy in 

recent years, at 3.8 percent compared with 2.8 percent.

• Tourism in Montana is dominated by those traveling to public 

lands. Both Yellowstone National Park and Glacier National 

Park reported record-breaking attendance in 2017. The latter 

in particular had the notable accomplishment of welcoming 

over a million visitors in a single month.
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Southwest

Travel to the Southwest Benefi ts Hotel 

Operations, Grows Buyer Pool

Tourism-related travel boosts demand for stays in the 

Southwest. Rising visitation contributed to strong occupancy 

growth in 2017 throughout the Southwest region. With the ex-

ception of Colorado, every state registered an increase in the oc-

cupancy rate by 150 basis points or more over the year, contrib-

uting to overall healthy ADR and RevPAR gains. Supply growth 

throughout most of the region is occurring at a pace slower than 

the national rate and will be met with strengthening room de-

mand. Recreational travel to the Rockies, Las Vegas, Phoenix 

and the region’s large national parks will facilitate rising occupan-

cy again this year, which will post an improvement for a sixth con-

secutive year. Gains in occupancy help push the region’s average 

daily rate above $120 in 2018, and RevPAR rises to a new peak.

Strong property operations attract buyers to Southwest 

hotels. Rising occupancies and healthy RevPAR growth have 

encouraged investment in the region, with transaction velocity 

posting gains in the double digits for a second straight year and 

lifting the average price per unit. Hotels in Arizona and Colorado 

continue to dominate trades, with activity rising in New Mexico 

and Nevada last year. Independent and economy chains priced 

between $1 million and $10 million are intensely sought after 

and capture initial returns between 9 and 10 percent. Buyers are 

also targeting midscale and upper midscale options, with Best 

Western, Comfort Inn & Suites and Quality Inn & Suites changing 

hands at an elevated level during 2017. A healthy economy will 

help the Colorado market absorb an infl ux of new rooms over 

the next few years; however, investors will be mindful of supply 

additions in select areas of the Denver metro.   
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2017 Recent Opens; 2018 Under Construction

* Forecast 

Sources: CoStar Group, Inc.; STR, Inc.; 

Real Capital Analytics
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2018 Region Forecast

Nearly 16,300 hotel rooms are under 

construction in the region, with an addi-

tional 12,300 scheduled to break ground 

this year. This results in a 1.7 percent 

increase in supply during 2018, falling 

short of the 2.0 percent national rate. 

Boasting one of the highest occupancy 

rates of all regions, the rate rises again 

this year to 68.1 percent due to healthy 

demand stemming from a strong tourism 

industry. Last year, occupancy climbed 

140 basis points. 

Building on last year’s advance of 3.4 

percent, ADR in the Southwest rises to 

$122.08. Colorado continues to bo ast 

the highest rates, while Utah posts an-

other year of strong growth. 

Healthy occupancy gains and ADR 

appreciation result in another year of 

RevPAR growth in 2018 to $83.93. 

Most states within the region face min-

imal supply additions and an increase 

in recreational travel to these areas will 

draw investors to hotel properties.

Supply
up 1.7%

Occupancy
up 30 bps

ADR
up 2.8%

RevPAR
up 3.7%

Investment

2018 Regional Highlights

• Colorado has the largest construction pipeline in the region, 

and the majority of these rooms are in the Denver metro, as 

4,100 are currently underway and an additional 4,100 will start 

construction this year. Upscale and upper midscale chains 

make up the bulk of new supply.

• Occupancy in Nevada is the highest in the region. Last year, 

the rate increased 150 basis points to 71.6 percent, contribut-

ing to a 3.4 percent gain in ADR to $115.58 and resulting in a 

6.0 percent advance in RevPAR, which reached $83.09.

• The New Mexico True campaign began in 2012, striving to 

attract tourism to the state. Since that time, the number of 

visitors to New Mexico has increased each year, and last year 

occupancy in the state posted the strongest improvement in 

the region, rising 280 basis points  to 61.2 percent. 
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Texas

Hurricane Boosts Hotel Performance; 

Supply Additions Bring Challenges

Robust pace of completions softens major metros’ occu-

pancy. Texas hotels ended 2017 on a high note as residents 

displaced by Hurricane Harvey sought temporary housing, fi lling 

rooms across the state and boosting occupancy and RevPAR 

growth for the year. The state contains the largest pipeline for 

new supply, which will challenge the hotel market in 2018. Ap-

proximately 200 hotels are under construction, bringing near-

ly 23,800 rooms, and an additional 276 hotels with more than 

31,300 rooms are scheduled to break ground through the course 

of the year. These deliveries will drag on the overall occupancy 

rate this year, but Houston and Dallas will be most affected as 

they boast two of the largest construction pipelines in the coun-

try. A dip in occupancy in 2018 will moderate ADR and RevPAR 

growth through the year, as both will register lower than the fi ve-

year average pace.

Investors target Lone Star State for midscale and upscale 

hotels. Bidding activity was strong in Texas during 2017 and 

the number of hotels changing hands increased for a second 

consecutive year. Interest in midscale and upscale hotel chains 

grew over time, accounting for 45 percent of all trades during the 

12-month span. Approximately one-quarter of all hotels trades 

occurred in the Dallas/Fort Worth Metroplex, though velocity was 

fl at, but Houst  on and San Antonio registered an increase in ac-

tivity as investors sought hotels priced between $1 million and 

$10 million. Cap rates for properties in this price tranche average 

between 9.5 percent and 10 percent but can range 200 basis 

points higher or lower depending on property age, chain scale 

and service level. Investors will be mindful of the supply pipeline 

in select markets like Dallas/Fort Worth and Houston. A strong 

economy and business environment in the Metroplex and those 

helping with restoration efforts in Houston will drive demand for 

rooms over the year.
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2017 Recent Opens; 2018 Under Construction

* Forecast 

Sources: CoStar Group, Inc.; STR, Inc.; 
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A 2.2 percent overall increase in avail-

able rooms is driven by the construction 

of upper midscale and upscale hotel 

rooms. These rooms account for nearly 

6,400 of the rooms underway in Houston 

and Dallas/Fort Worth.

As Houston residents continue to fi lter 

out of hotels this year and a large swath 

of new units come online, occupancy 

falls 30 basis points to 64.7 percent.

Heightened room demand late last year 

resulted in a 2.0 pe rcent increase in ADR, 

but the pace of growth slows in 2018 as 

the rate reaches $103.20.

This year’s uptick in ADR combined with 

a slight decline in overall occupancy 

produce a minimal increase in RevPAR, 

which will reach $66.77 in 2018. RevPAR 

grew 5.3 percent during 2017, the stron-

gest advance since 2014.

Hotels damaged by last year’s hurricane 

along the Texas coast and in Houston 

will be targeted by investors seeking op-

portunities to add value. 

Supply
up 2.2%

Occupancy
down 30 bps

ADR
up 1.0%

RevPAR
up 0.3%

Investment

2018 Regional Highlights

• While the addition of thousands of new rooms to inventory 

in Dallas/Fort Worth is expected to weigh on occupancy, the 

rate currently sits approximately 850 basis points above the 

14-year average and will likely remain in the mid- to high-60 

percent area due to strong business and economic growth.

• Austin hotels continue to outperform the rest of the state, 

with occupancy remaining over 70 percent during 2017. The 

state’s capital also hosts a number of large festivals each year, 

including SXSW and ACL, which draw signifi cant tourist traffi c. 

• The fl ooding from Hurricane Harvey boosted hotel occupancy 

in Houston, providing some relief to the segment after falling 

energy prices slowed business travel to the market in 2015 

and 2016. The rate ended 2017 up 430 basis points from the 

prior year at 66.7 percent.
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Upper Midwest

Midwest Metros Invest in Event Space ; 

Buyers Look Outside Main Cities

More people travel to region for business functions and 

large-scale celebrations. Hotels in the seven-state region of 

the Upper Midwest performed well this past year as more in-

dividuals traveled to the area to attend major events. The most 

notable occasion, the Super Bowl, occurred in Minneapolis-St. 

Paul earlier this year. The corresponding boost to occupancy 

and ADR will contribute to RevPAR growth for the state at large. 

Chicago  is coming off a record-setting year for tourism at more 

than 55 million visitors, supported by several events held in the 

city’s convention center, McCormick Place, which set multiple 

 attendance records. The trend is likely to continue as a connect-

ed  hotel will open in 2018, expanding available event space and 

rooms. Hotels adjacent to convention centers in Des Moines and 

Omaha are also opening this year. This will enable both metros to 

host larger events with more amenities to attract attendees and 

rooms to host them. Such demand-side gains will result in more 

states reporting positive occupancy and ADR growth this year.

Among many choices, upper midscale properties trade of-

ten. A variety of market sizes and a large collection of brand-af-

fi liated hotels at different chain scales provide a wide array of 

options for investors. Large and medium-scale cities such as 

Chicago and  Minneapolis-St. Paul offer opportunities to acquire 

anything from a full service hotel to an economy brand. Buyers 

from the Southwest and West Coast often complete transactions 

in these urban centers. However, a majority of recent trades took 

place outside the most prominent hotel markets, with the sec-

ondary markets of Wisconsin and Illinois especially popular. In 

2017 approximately the same number of independent, limited 

service and select-service establishments changed hands, de-

noting an increase in deals of upper midscale assets compared 

with the previous year. 
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2018 Region Forecast

Approximately 12,600 rooms are under 

construction. At almost 5,000, the most 

rooms will open in Illinois. Iowa’s supply 

will expand the highest as a percentage 

of inventory. Collectively, developers will 

add 380 rooms to the Dakotas.

Positive demand from special events will 

help improve occupancy, placing it at 

59.9 percent, after two years of declines.

Rising occupancy combined with higher  

rates during peak travel periods will con-

tribute to an increase in ADR to $109.68. 

Last year ADR rose by 0.3 percent. 

Higher occupancy and ADR growth will 

support a new RevPAR level of $67.08. 

RevPAR dipped 0.8 percent in 2017.

Private investors in the $1 million to $10 

million tranche acquired brands such as 

Country Inn, Hilton Inn, Days Inn and 

Super 8 in the markets of Chicago, Min-

neapolis, Des Moines and Green Bay.  

Many transactions involved properties 

along highways connecting those cities.

Supply
up 1.1%

Occupancy
up 4 0 bps

ADR
up 1.0%

RevPAR
up 1.2%

Investment

2018 Regional Highlights

• Minneapolis-St. Paul hosted the 52nd NFL Championship 

Game in February of this year, a traditionally quiet month for 

the metro. As the third smallest hotel market out of the last 

eight Super Bowl host cities, constrained supply led to oc-

cupancy of 93 percent and RevPAR grow th exceeding 500 

percent relative to the same weekend last year.

• Milwaukee will receive a new sports arena, public-transit 

system and hotels this year, facilitating more business and 

leisure travel.

• Combined, the Dakotas hold 20 national and state parks. 

These wildlife preserves appeal to nature enthusiasts who 

travel to the area for many outdoor activities. The growing  

recreation sector contributes $55.8 billion to the accommoda-

tions and food services industry annually.
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Washington, D.C./Central Atlantic

Vacation Destinations, Secondary Mar-

kets Garner Increased Attention

Heightened development has varied impact on region. 

Ample demand continues in the Washington, D.C./Central At-

lantic Region, although a high level of construction will weigh on 

some markets . Approximately 2,000 rooms,  or 6.5 percent of 

existing inventory, are under construction in the capital, limiting 

occupancy growth. The metro is a tourism destination, however, 

with 20 million visitors a year, meaning ADR and RevPAR are still 

expected to improve. Across the Potomac River in the state of 

Virginia, a similar number of incoming rooms will be dispersed 

among a much  larger supply pool. Reduced supply-side pres-

sure in the state, co mbined with increased business travel creat-

ed by multiple corporate expansions and relocations, will prompt 

hotel occupancy and revenue to rise . 2018 will be a quiet year for 

West Virginia. A modest development pipeline of 317 rooms, or 

1 percent of current inventory, will have a minimal impact on oc-

cupancy as tourism spending has recently declined in the state.       

The District remains the focus of institutions; private in-

vestors look into eastern Virginia. Although Washington, 

D.C., regularly attracts the most number of hotel transactions of 

all Central Atlantic metros, most of these deals do not actually in-

volve properties located in the District of Columbia itself. In 2017,  

twice as many hotels were traded in the suburbs of northern Vir-

ginia than in the capital. Institutional investors primarily targeted 

these assets, which consisted almost entirely of upscale or luxury 

establishments. In other markets, including Baltimore, Richmond 

and Hampton Road, the average sale price scales down by al-

most a factor of 10,  as most sales involve lower-priced limited 

service properties. Within this group of markets, buyers who 

seek assets in the $1 million to $10 million range tend to look 

toward the tourism destinations within Hampton Road, closer to 

the coast. Last year multiple trades were completed in oceanside 

Virginia Beach and in Williamsburg, a college town.
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2018 Region Forecast

The number of rooms under construc-

tion in the region increases from last year 

to 7,320. D.C., Virginia and Maryland will 

each receive more than 2,000 rooms.

A higher rate of supply growth this year 

will keep occupancy from advancing be-

yond a value of 65.2  percent.

ADR will improve to $125.55, less than it 

did  last year, as new supply reduces the 

number of high occupancy nights essen-

tial for driving strong rate growth.

As ADR advances, RevPAR will increase 

for the eighth straight year to $84.94. 

Last year RevPAR rose by 3.3 percent.

Private investors looking to cross into the 

hospitality market may fi nd opportunities 

in the Richmond area. Accounting for 

differences in room number and build-

ing age, entry costs in the city are lower 

than in other Virginia markets for similar 

asset types. Buyers interested in holding 

properties for longer periods will observe 

lower cap rates in the Williamsburg area. 

Supply
up 1.8%

Occupancy
up 10 bps

ADR
up 2.2%

RevPAR
up 2.7%

Investment

2018 Regional Highlights

• Richmond hotels are well positioned for 2018. Minimal con-

struction at just 0.9 percent of inventory relieves supply-side 

pressure during a time when the area is becoming a more 

popular destination for those who travel to enjoy fi ne cuisine, 

craft beer and nature.

• Norfolk-Virginia Beach reported a 270-basis-point jump in 

occupancy and 9.3 percent increase in RevPAR last year. A 

consistent trend of increased visitor spending will lead to con-

tinued positive metrics for 2018.

• Tourism in Baltimore is on the upside as more than 25 million 

visitors come to the city each year, spending a collective $5.6 

billion. An effort by tourism organizations has also increased 

the number of citywide conventions that will be held in the 

metro going forward.



42

Canada

Five-Year International Travel Growth by Province

(2013-2017)

YUKON
-1%

BRITISH
COLUMBIA
+30%

ALBERTA
+22%

SASKATCHEWAN
-16%

MANITOBA
+4%

ONTARIO
+22%

QUEBEC
+29%

NEW BRUNSWICK
-3%

NOVA SCOTIA
+29%

NEW FOUNDLAND
& LABRADOR
+27%

OVERALL

CANADA
+23%

Province Name Occupancy Y-O-Y BPS Change ADR RevPAR

Alberta 55.4% 120 2.5% 4.9%

British Columbia 70.5% 180 7.0% 9.9%

Manitoba 68.7% 440 0.8% 7.8%

New Brunswick 61.3% 210 3.9% 7.6%

Newfoundland & Labrador 63.2% 40 -1.4% -0.9%

Nova Scotia 69.0% 270 8.1% 12.4%

Ontario 70.0% 160 6.5% 8.9%

Quebec 71.2% 230 5.9% 9.3%

Saskatchewan 53.3% -30 -4.7% -5.2%

Yukon Territory 77.9% 190 8.2% 10.8%

Canada 65.9% 150 5.2% 7.7%

2017 Year-over-Year Hotel Metrics
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Canada Hotel Overview

Increased Tourism, Job Creation

Propel Canada’s Hospitality Outlook

Canada’s tourism industry fuels hotel room demand. Steady employment 

growth  and rising international tourism advanced occupancy, ADR and RevPAR 

across the nation last year. Celebrations of Canada’s 150th anniversary drew a 

considerable amount of international travelers, setting a record of 20.8 million 

overnight trips. Nearly every province benefi ted from increased visitation, with 

several posting occupancy improvements of more than 150 basis points. The 

occupancy rate in smaller cities and towns advanced considerably; the aver-

age rose nearly 300 basis points in these locations. Moving into 2018, several 

provinces and markets are boosting initiatives to drive additional travel to their 

respective areas. New Brunswick is expanding its tourism infrastructure spend-

ing budget more than by 19 percent this year while Ottawa has launched a new 

campaign to attract younger travelers. If successful, these enhanced invest-

ments will likely drive demand for hotels, raising occupancy and underpinning 

revenue growth.

Limited listings ignite bidding for Canada’s hotel properties. Strong im-

provements in hotel occupancy, ADR and RevPAR across Canada sustained 

investor interest last year. Overall transaction velocity declined slightly as fewer 

listings were available, though the limited available inventory fueled bidding, lift-

ing overall dollar volume by 30 percent. The Greater Toronto Area captured the 

greatest portion of deals with the remainder of sales activity scattered through-

out the nation. This year, continued increases in hotel occupancy and revenue 

growth will likely draw investors to Canada. Nationwide, average fi rst-year re-

turns for hotel properties are in the low-6 percent band.

 

2018 Canadian Hotel Outlook

• Canada poised for another year of occupancy growth. Healthy room de-

mand in 2017 lifted the nation’s occupancy rate 150 basis points to 65.9 per-

cent. This year, continued efforts to boost tourism will likely drive an additional 

40-basis-point increase in the occupancy rate. The projected gain in occupancy 

is forecast to move the average daily rate up 4.0 percent while RevPAR climbs 

4.9 percent in 2018. 

• Job creation could boost business travel. Approximately 373,500 positions 

were created in Canada last year, the strongest year of hiring since 2002.   This 

year, an estimated 290,000 jobs will be created. Continued employment growth 

could bolster demand for hotels as individuals travel for business meetings and 

interviews.   

• Tight labor market may lift wages. The pace of job creation during 2017 

dropped  the unemployment rate roughly 100 basis points to 5.8 percent in 

December. The tightening labour market is making it increasingly diffi cult for 

employers to fi nd quality workers . As a result, a 3.3 percent increase in wages 

is expected in 2018. Rising wages may spark concerns for some hotel owners, 

though rising discretionary income could boost travel spending this year.

* Forecast

** Ending in December of each year

Sources: Altus Data Solutions; Statistics Canada

Marcus & Millichap Real Estate Investment Services Canada Inc., Brokerage



44

Greater Toronto Area

Large Events Draw Travelers to Toronto,

Bolstering Investor Interest

Heightened tourism drives occupancy, revenue growth throughout the  

Greater Toronto Area (GTA). Record-breaking visitation to Toronto in 2017 

spurred signifi cant increases in hotel occupancy, RevPAR and ADR. International 

visitation to the area reached a high last year, aided by a jump in visitors from 

Mexico as visa requirements to visit Canada from the country were eliminated. 

Large conferences and major events, including the Invictus Games and North 

American Indigenous Games, drew travelers to Toronto last year . The trend 

should continue into 2018 as Canadian and international travelers increasingly 

visit the area. Around 25 citywide events and meetings are scheduled through-

out this year, the most Toronto has ever hosted in a single year, boosting de-

mand for hotels from overnight visitors. Heightened room demand will bolster 

another year of occupancy improvement and strong growth in the average daily 

rate and RevPAR. 

City of Toronto lures investors, lifting property values. Strong occupancy 

and RevPAR growth have held investor interest steady in the Greater Toronto 

Area over the last two years. Limited listings have fueled competition for available 

properties, placing upward pressure on property values. Last year, the average 

price per room rose roughly 70 percent to C$212,000, with the city of Toronto 

leading increases. Owners looking to capitalize on these higher prices may con-

sider bringing their assets to market this year, particularly as the area attracts sig-

nifi cant attention from buyers. As a result, sales nearly doubled in the city during 

2017  .  Here, hotels change hands with average fi rst-year returns in the low-5 

percent band, nearly 250 basis points lower than properties in the overall GTA. 

2018 Market Forecast

Increased visitation and the rising number of citywide 

conferences will support a 30-basis-point gain in ho-

tel occupancy this year to 76.4 percent. Last year, an 

80-basis-point advance was recorded.

Strong room demand will support a jump in the average 

daily rate to C$193.90 in 2018. Last year, ADR soared 

9.0 percent, led by an 11.6 percent gain in ADR near 

Toronto’s airport area.

Following a 10.1 percent climb last year, RevPAR will 

reach C$148.55 this year, supported by rising occupan-

cy and ADR. 

The city of Brampton, which is located northwest of 

downtown Toronto, is home to several museums and a 

major performing arts center. Overnight travelers to con-

certs will likely stay in nearby hotels, benefi ting occupan-

cy rates. The proximity to numerous cultural attractions 

also underpins room demand, potentially attracting in-

vestor interest this year.  
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Greater Vancouver Area

Tourism Brings Record Number of Visitors; 

Abbotsford and Surrey Attract Investors

International travel bodes well for Vancouver hotels. Vancouver’s coastal 

location and proximity to mountain destinations drive tourism and visitation, ben-

efi ting hotel demand. Last year, more than 10.3 million travelers visited the city, 

the highest number of overnight trips on record. Non-local Canadians, U.S. and 

Chinese travelers typically lead overall travel volume. The increased number of 

visitors last year boosted hotel occupancy and Vancouver maintains the highest 

occupancy rate among Canada’s largest cities. This year, room demand will per-

sist as added fl ights to the Vancouver International Airport potentially bring addi-

tional international travelers to the region, in part with new campaigns to attract 

Chinese tourists. One campaign promotes Vancouver’s winter sport outlets, lur-

ing Chinese visitors excited about the upcoming Beijing’s 2020 Winter Olympics. 

Many of these international travelers will stay in hotels within the city and outlying 

tourist and sporting venues, raising occupancy and fueling revenue growth.   

Buyers fi nd additional opportunities outside of the city. High occupancy 

and a steady pace of growth in the average daily rate and RevPAR draw inves-

tors to hotels in the Greater Vancouver area. The city of Vancouver is a popular 

target among buyers as the proximity to local tourist attractions bodes well for 

hotel occupancy. For buyers priced out of the city, the Abbotsford municipality 

provides an attractive alternative. The area is near several mountains and the 

Fraser River, providing numerous recreational activities for travelers. Additionally, 

the University of Fraser Valley is located here, benefi ting from students’ travel 

for campus visits and other college activities. Healthy demand for properties in 

Abbotsford lifted the average price per room 11 percent last year.  

2018 Market Forecast

Hotel occupancy will rise 40 basis points to 78.6 percent 

this year after an 80-basis-point increase was recorded 

in 2017. The Vancouver South/Surrey area registered the 

largest occupancy gain last year.  

The uptick in occupancy will underpin a 4.6 percent rise 

in the average daily rate this year to C$198.80. Last year, 

an 8.7 percent gain was recorded.

Contributions from the increasing occupancy rate and 

ADR will boost revenue per available room by 6.3 per-

cent to C$158.01.

Southeast of downtown Vancouver is the municipality of 

Surrey. The area has several major cultural attractions, 

sports teams and events that draw visitors. As a result, 

occupancy jumped 260 basis points in Surrey last year, 

while RevPAR soared 14.8 percent. Strong growth in the 

area will likely sustain investor interest moving forward. 

Hotels in Surrey change hands with cap rates in the 

high-5 to low-6 percent band. 
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Market Name Employment Growth Rooms Currently

Under Construction

Occupancy ADR RevPAR Market Name

2015 2016 2017 2018* 2015 2016 2017 2018* 2015 2016 2017 2018* 2015 2016 2017 2018*

Alabama 1.3% 1.1% 1.7% 1.4% 2,000 58.9% 59.5% 60.6% 59.8% $80.74 $82.84 $84.85 $86.55 $47.71 $49.54 $51.66 $53.11 Alabama

Alaska -0.8% -2.2% -0.7% -0.3% 0 66.0% 64.9% 63.3% 63.0% $120.60 $121.38 $121.25 $121.49 $83.93 $83.01 $80.81 $78.39 Alaska

Arizona 2.6% 2.6% 1.3% 1.5% 2,100 63.5% 64.9% 66.4% 66.7% $109.34 $113.02 $116.95 $120.46 $70.44 $74.32 $78.66 $81.96 Arizona

Arkansas 2.0% 1.2% 0.9% 0.8% 1,000 54.2% 55.1% 53.5% 52.8% $76.94 $79.64 $81.15 $83.02 $41.88 $44.05 $43.58 $42.27 Arkansas

California 3.2% 2.2% 2.1% 1.9% 18,900 74.6% 75.3% 75.4% 75.6% $149.38 $157.82 $161.16 $163.73 $111.92 $119.35 $121.92 $123.78 California

Colorado 2.5% 1.9% 2.0% 1.8% 6,900 66.3% 66.4% 66.7% 66.8% $128.96 $135.36 $139.25 $142.45 $85.45 $89.82 $92.93 $95.53 Colorado

Connecticut 0.5% 0.0% 0.5% 0.3% 670 61.4% 60.5% 61.6% 61.9% $112.30 $115.10 $115.42 $115.54 $69.28 $70.14 $71.50 $72.22 Connecticut

Delaware 1.7% 0.7% -0.1% 0.2% 100 57.1% 58.4% 58.7% 59.0% $113.13 $115.93 $117.38 $119.96 $65.84 $69.37 $70.36 $71.56 Delaware

District Of Columbia 2.6% 1.1% 1.0% 1.1% 2,000 77.5% 78.5% 78.6% 78.9% $212.14 $220.13 $231.79 $242.45 $167.20 $175.64 $183.80 $191.39 District Of Columbia

Florida 3.8% 3.0% 2.5% 2.3% 14,300 71.9% 71.6% 73.9% 74.6% $130.56 $133.54 $137.32 $140.62 $94.79 $96.45 $102.11 $105.40 Florida

Georgia 2.7% 2.7% 1.9% 1.8% 6,600 64.2% 64.6% 65.3% 65.1% $92.82 $97.77 $100.87 $102.50 $59.80 $63.34 $65.94 $66.73 Georgia

Hawaii 2.7% 1.1% 1.1% 1.0% 180 78.8% 79.1% 80.1% 80.4% $244.01 $254.16 $264.32 $275.42 $192.41 $201.31 $211.84 $222.01 Hawaii

Idaho 3.1% 3.8% 2.1% 1.8% 940 63.4% 65.5% 63.9% 64.5% $92.50 $96.01 $100.31 $104.62 $59.79 $64.08 $65.55 $66.40 Idaho

Illinois 1.4% 0.3% 0.5% 0.5% 4,900 65.7% 64.3% 64.0% 64.4% $124.22 $126.08 $126.00 $126.13 $83.00 $82.76 $82.18 $81.52 Illinois

Indiana 1.7% 1.6% 0.9% 1.0% 2,900 60.2% 61.3% 61.9% 62.9% $91.04 $95.14 $98.21 $101.21 $55.12 $58.68 $61.22 $63.06 Indiana

Iowa 0.7% 0.4% 1.8% 1.9% 1,900 59.3% 58.2% 55.7% 56.1% $87.13 $91.01 $91.45 $92.91 $52.06 $53.30 $51.31 $49.21 Iowa

Kansas 0.7% 0.1% 0.4% 0.4% 2,200 58.6% 56.9% 55.9% 56.5% $81.50 $85.06 $86.85 $88.85 $47.94 $48.56 $48.71 $49.68 Kansas

Kentucky 1.5% 1.6% 1.1% 0.8% 2,400 61.3% 61.3% 60.4% 60.0% $90.59 $93.76 $96.19 $99.11 $55.97 $57.82 $58.56 $58.79 Kentucky

Louisiana -0.8% -0.8% 0.3% 0.1% 2,800 62.6% 62.4% 60.9% 60.1% $110.73 $111.56 $111.98 $112.88 $69.66 $70.00 $68.51 $66.25 Louisiana

Maine 0.8% 0.7% 0.8% 0.7% 480 54.3% 56.9% 57.8% 58.2% $110.97 $115.47 $119.74 $122.73 $63.64 $69.40 $72.67 $75.00 Maine

Maryland 1.7% 1.3% 1.1% 1.0% 2,600 64.2% 65.7% 65.3% 65.6% $115.61 $117.44 $119.23 $120.42 $75.28 $78.21 $78.87 $79.19 Maryland

Massachusetts 1.6% 1.6% 1.8% 1.6% 3,700 69.6% 68.3% 68.9% 69.2% $170.25 $175.73 $177.42 $178.31 $121.21 $122.73 $125.25 $126.50 Massachusetts

Michigan 1.3% 2.2% 1.3% 1.0% 3,500 59.7% 60.4% 61.2% 62.2% $96.30 $100.54 $103.63 $106.74 $58.01 $61.23 $63.99 $66.42 Michigan

Minnesota 1.4% 1.7% 1.3% 1.4% 2,100 63.1% 62.2% 61.6% 62.0% $104.21 $110.02 $109.65 $110.69 $66.29 $69.21 $68.15 $68.49 Minnesota

Mississippi 1.4% 0.2% 1.6% 1.7% 1,500 57.5% 56.9% 57.0% 56.3% $81.81 $84.29 $85.03 $85.88 $47.19 $48.16 $48.68 $48.92 Mississippi

Missouri 2.2% 1.8% 0.8% 0.6% 2,900 59.4% 61.1% 60.8% 61.4% $92.41 $95.02 $98.67 $102.32 $55.25 $58.48 $60.41 $62.28 Missouri

Montana 2.2% 1.5% 1.8% 2.0% 420 58.3% 57.9% 57.5% 58.0% $94.45 $96.75 $99.19 $101.97 $57.31 $58.50 $59.62 $60.01 Montana

Nebraska 1.4% 1.0% 1.1% 1.0% 980 58.1% 56.4% 55.3% 55.7% $88.05 $90.57 $91.53 $92.99 $51.66 $51.73 $51.15 $50.08 Nebraska

Nevada 3.6% 3.2% 3.3% 2.8% 4,500 69.3% 70.1% 71.6% 72.0% $103.78 $111.82 $115.58 $118.82 $71.99 $78.39 $83.09 $86.41 Nevada

New Hampshire 1.8% 1.8% 0.8% 0.5% 170 59.9% 60.1% 61.1% 61.1% $120.83 $127.18 $129.58 $131.39 $73.86 $77.87 $80.60 $82.21 New Hampshire

New Jersey 1.3% 1.5% 0.6% 0.4% 3,500 62.1% 62.9% 63.6% 63.9% $117.53 $120.46 $120.53 $121.49 $73.77 $76.74 $77.51 $78.58 New Jersey

New Mexico 0.1% 1.1% 1.2% 1.0% 750 58.6% 58.4% 61.2% 61.7% $85.20 $84.89 $87.23 $89.24 $50.17 $49.84 $53.68 $56.36 New Mexico

New York 1.7% 1.3% 1.0% 0.7% 18,800 72.9% 73.0% 73.3% 73.6% $201.49 $200.02 $199.14 $198.70 $148.00 $147.08 $147.08 $147.00 New York

North Carolina 2.4% 2.2% 1.7% 2.0% 6,400 62.7% 64.8% 63.4% 63.1% $95.32 $99.05 $101.90 $104.04 $60.10 $64.53 $64.87 $65.00 North Carolina

North Dakota -5.4% -1.9% 0.4% 0.2% 290 55.3% 50.0% 50.1% 50.4% $93.48 $83.61 $80.56 $76.69 $51.83 $41.70 $40.42 $38.68 North Dakota

Ohio 1.1% 0.9% 0.7% 0.5% 4,300 60.2% 59.4% 60.2% 61.1% $93.68 $96.62 $96.37 $95.70 $56.79 $57.86 $58.46 $58.75 Ohio

Oklahoma -0.6% -0.8% 1.2% 1.3% 3,500 57.5% 54.2% 55.1% 55.2% $79.72 $78.83 $78.67 $78.41 $45.87 $42.80 $43.42 $43.70 Oklahoma

Oregon 3.3% 2.6% 2.7% 2.8% 2,800 65.8% 67.1% 66.7% 67.3% $110.50 $116.00 $119.27 $122.85 $73.97 $79.22 $81.11 $81.72 Oregon

Pennsylvania 0.6% 1.0% 1.3% 1.4% 5,200 61.5% 60.3% 61.5% 61.7% $116.07 $119.02 $118.53 $118.77 $71.99 $72.57 $73.40 $73.84 Pennsylvania

Rhode Island 1.2% 0.6% 1.2% 1.0% 370 67.2% 67.1% 66.6% 66.4% $130.05 $137.26 $141.76 $144.60 $90.06 $95.10 $97.64 $99.20 Rhode Island

South Carolina 2.8% 1.8% 2.2% 2.5% 3,500 62.0% 63.8% 64.3% 64.0% $102.62 $107.30 $111.48 $115.16 $65.04 $69.79 $73.10 $75.73 South Carolina

South Dakota 1.1% 1.1% 0.9% 0.5% 90 56.1% 56.5% 54.7% 55.1% $86.58 $88.36 $89.57 $90.47 $50.48 $51.76 $50.75 $49.48 South Dakota

Tennessee 2.6% 2.1% 1.0% 1.2% 7,000 63.6% 64.4% 64.6% 64.8% $99.00 $105.00 $110.37 $78.18 $63.42 $68.01 $71.75 $75.27 Tennessee

Texas 1.3% 1.6% 2.5% 2.8% 23,800 64.9% 63.0% 65.0% 64.7% $100.09 $100.12 $102.17 $103.20 $65.08 $63.23 $66.59 $66.77 Texas

Utah 3.8% 3.5% 2.6% 2.4% 2,100 63.0% 63.6% 65.4% 65.7% $110.56 $117.04 $121.44 $125.20 $69.18 $74.12 $79.16 $82.64 Utah

Vermont 0.4% 0.7% 0.8% 0.9% 180 60.7% 60.0% 60.6% 60.9% $135.90 $137.65 $141.71 $145.25 $83.50 $84.01 $87.01 $89.79 Vermont

Virginia 2.8% 0.9% 0.8% 0.6% 2,400 61.5% 63.3% 63.8% 64.1% $102.98 $106.02 $108.48 $110.32 $64.04 $67.93 $69.88 $71.35 Virginia

Washington 2.6% 3.4% 2.1% 1.9% 6,400 68.2% 67.9% 69.7% 70.3% $121.83 $126.38 $130.13 $135.34 $84.39 $87.25 $92.02 $94.32 Washington

West Virginia -1.1% -0.8% 0.2% 0.0% 320 60.5% 54.2% 57.7% 57.7% $98.52 $94.57 $93.01 $92.27 $59.89 $51.47 $54.15 $58.21 West Virginia

Wisconsin 1.3% 0.9% 1.4% 1.2% 2,300 56.7% 56.9% 57.0% 57.4% $98.51 $102.24 $104.20 $107.79 $56.80 $59.06 $60.37 $62.36 Wisconsin

Wyoming -2.5% -4.0% 0.4% 0.2% 260 55.7% 49.2% 48.8% 49.2% $111.02 $115.86 $120.41 $125.23 $63.94 $59.17 $61.61 $63.24 Wyoming

United States 1.9% 1.6% 1.5% 1.2% 189,900 65.4% 65.5% 66.0% 66.3% $120.31 $124.01 $126.65 $129.82 $78.67 $81.18 $83.57 $85.91 United States

* Forecast,  See Statistical Summary Note on Page 48.



With over 80 offices throughout the US and Canada, and the industry’s largest 
sales force of investment specialists, Marcus & Millichap is a leading commercial 
real estate brokerage. We provide unparalleled access and advantage to our 
clients, including the largest pool of private and institutional investors. For over 
four decades, we’ve measured our own success by the quality and longevity of our 
business relationships, and we’re dedicated to being the best source of information 
and expertise to each and every one of our clients.

MAXIMIZING RESULTS.
UNPARALLELED EXPERTISE.
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