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In 2013, as the per-capita income of Chinese
residents continued to rise, the number of domestic
tourists recorded strong growth, with a year-on-year
(YoY) increase of 10.3%. However, the number of
international visitors fell to 129.1 million—a drop of
2.5% YoY and the number of overnight international
visitors fell 3.5% to 55.7 million, affected by the global
economic climate. In the first half of 2014 —as a result
of the sustained effect of the European economic
crisis—26.8 million overnight international visitors
were recorded, a drop of 2.4% YOoY.

Despite the decrease in the number of
visitor arrivals, international hotel brands
continued to expand in Greater China.
Among the six major cities analysed in
this report, Macau remained the most
active in 2013, adding over 1,700 five-
star hotel rooms to its stock, followed
by Beijing with about 1,400 rooms and
Guangzhou with over 1,100 rooms. In
the first half of 2014, Beijing became
the most active city, adding over 1,300
new rooms, followed by Shanghai with
655 and Guangzhou with 272. In mid
2014, Beijing continued to have the
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largest stock of five-star hotel rooms,
offering around 36,000 rooms, followed
by Shanghai with over 26,000 rooms and
Macau with over 18,000 rooms.

The Average Daily Rate (ADR) of Macau’s
five-star hotels continued to grow in
2013, increasing 9.2% YoY, the largest
gain among the six cities analysed. It
was followed by Taipei where the ADR
rose 7.3% and Guangzhou where it rose
5.7%. Hong Kong, Beijing and Shanghai
recorded YoY drops of 3.1%, 1.5% and
1.4% in their ADRs, respectively.
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In the first half of 2014, Macau continued
to lead the six cities with the highest ADR
growth of 8.9%, compared with the end
of 2013, followed by Taipei (3.1%) and
Guangzhou (2.1%). The ADRs in Hong
Kong and Shanghai both rebounded in
the first half of 2014 —by 2.7% and 1.3%
respectively —while the ADR in Beijing
continued to drop, by 5.1%. In the first
half of 2014, Hong Kong’s ADR remained
the highest among the cities, reaching
US$315, followed by Macau’s with
US$240 and Shanghai’s with US$153.

Beijing’s hotel industry continued to
feel the pinch of the global economic
downturn in the past year. The
appreciation of the RMB has also
affected the affordability of long-distance
travellers from Europe and North
America, while the capital city’s chronic
air pollution has also led to a decline in
inbound tourist arrivals. However, the
rapid development of Beijing’s high-
speed rail service and strong demand
from the exhibition and conference
sector will bring business to the hotel
market in the second half of 2014.

In the past year, Shanghai’s hotel
industry hit its lowest point since 2011,
thanks to declines in both international
and domestic tourist numbers amid
global economic uncertainties and

the government’s austerity measures.
Shanghai’s hotel industry is expected
to bottom out in 2015, as an increased
number of business travellers and
tourists is anticipated following the
opening of Shanghai Disneyland
Phase One and the Hongqgiao National
Exhibition Arena as well as the full
operation of the Shanghai-Hong Kong
and Shanghai-Kunming high-speed rail
lines.

Guangzhou'’s hotel industry is
significantly affected by the twice-
yearly Canton Fair and due to external
uncertainty, there was a decrease year
on year in the number of participating
merchants in the Canton Fair of Spring
2014. Combined with the continuing
increase in hotel-room supply, annual
growth in the ADR of five-star hotels
during the 2014 Spring Fair slowed by
about 10%. In the medium to long term,
corporate and Meetings, Incentives,
Conferencing and Exhibitions (MICE)
demand will remain robust, while

the development of new resorts and
shopping and entertainment facilities is
expected to attract more leisure visitors
to the city.

Hong Kong'’s hotel industry remained
stable in the first half of 2014, backed
by strong numbers of visitor arrivals.

However, visitor spending lost steam
and growth slowed amid an uncertain
economic environment and the changing
spending pattern of Mainland visitors.
The global economy is recovering faster
than expected and visitor arrivals to
Hong Kong are expected to continue
rising. The government’s proposal to
control the number of Mainland visitors
by adjusting the Individual Visit Scheme
is expected to have limited impact on
overall Chinese visitor arrivals, so we do
not expect the local hotel market to be
notably affected by this adjustment.

With continuing efforts by the Macau
Government and hotel operators to
attract individual and family visitors,
Macau is trying to transform itself from a
gambling-based city to an entertainment-
based one. However, in order to maintain
its tourism-growth momentum and the
subsequent hotel demand, the city needs
to develop a long-term strategy to adapt
more quickly to the changing spending
pattern of consumers as well as the
challenges from neighbouring countries
where new casinos are being planned.

Taiwan has witnessed a substantial
increase in the number of international
visitors since the opening of its tourism
market to Mainland tourist groups in
2008 and individual tourists in 2011.
International tourist hotels are the highest
end among types of hotels, catering to
business travellers and wealthy tourists,
while individual tourists tend to stay in
budget or boutique hotels. Backed by
continual strong visitor arrivals to Taiwan,
we remain positive on the long-term
outlook of the hotel industry.

In recent years, China’s hotel market has
faced increasing challenges, including
fierce competition among local and
international hotel brands, slower local
economic growth, increasing operating
costs and the government’s policies to
curb the consumption of luxury goods
and services. Despite this, international
hotels brands have continued to

show their long-term confidence in
China’s hospitality market by launching
aggressive expansion plans.

Sofitel, for example, will open eight

more hotels in Mainland China by 2017,
mainly in the south, with four more under
planning. Meanwhile, Banyan Tree will
open hotels and resorts in Yangshuo and
Huangshan in 2014, after having opened
the first international hot spring resort

in southwest China in Chongging last
year. Looking ahead, we expect further
development in China’s hotel market,
particularly in second and third-tier cities
where potential is vast.
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Beijing’s hotel industry continued to
feel the pinch of the global economic
downturn in the past year. The
appreciation of the RMB has also
affected the affordability of long-
distance travellers from Europe and
North America. Meanwhile, Beijing’s
chronic air pollution has also led to a
decline in inbound tourism. According
to the Beijing Municipal Bureau of
Statistics, the capital city received
approximately 2.02 million international
overnight visitors in the first half of
2014, a drop of 5.8% year on year
(YOY). However, the dip was offset

by a surge in the number of domestic
overnight visitors, which experienced a
6.2% YOY rise to reach 110 million.

From July 2013 to Jun 2014,
approximately 2,358 high-end hotel
rooms were added to the market. The
308-room Holiday Inn Resort Beijing
opened in Yanging in the third quarter
of 2013, while three hotels opened in
the fourth quarter, namely the 309-room
New World Beijing Hotel and the 129-
room Minyoun Central Hotel, both in
Dongcheng and the 254-room Holiday
Inn Express Beijing in Yizhuang.

Coming into the first half of 2014, the
market witnessed a surge of hotel
openings including the 466-room
Crowne Plaza Beijing Lido in Chaoyang,
the 176-room Waldorf Astoria Beijing
in Dongcheng, the 312-room Wanda
Realm Beijing in Shijingshan and the
404-room JW Marriott Hotel Beijing
Central in Xicheng. By the first half of
2014, the total stock of five-star hotels
in Beijing had reached 35,950 rooms.

The performance of Beijing’s five-star

hotels has been weaker than in previous

years thanks to a weakened demand

from international visitors and to the
government’s curb on business travel.
With the number of international visitors
dropping 9.0% YoY in the first half of
2014, the five-star hotel occupancy
rate declined to 60.1% and the ADR
dropped 7.3% YoY to RMB814.

A total of 623 new five-star hotel rooms
will be added to the market in the
second half of 2014. These will include
the fourth quarter opening of the 283-
room Rosewood Beijing (the first hotel
in Asia by the Rosewood Hotel Group)
and the 340-room W Beijing Chang’an.
Thanks to the sluggishness of the world
economy, activity in the hotel industry
has slowed and hotel owners are also
postponing the opening of their new
hotels.

However, strong demand from the
exhibition and conference sector
brought some good news to the hotel
market this year. Over 180 exhibitions
and international conferences will be
held in Beijing in 2014, most of them
in the second half of the year. For
example, the Asia-Pacific Economic
Cooperation’s Third Senior Officials’
Meeting (SOM3) and related meetings
were held in August. Coupled with the
rapid development of Beijing’s high-
speed rail service, these conventions
and exhibitions are expected to
stimulate demand and bring a large
number of tourists to Beijing’s hotel
sector in the second half of 2014.
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In 2013, Shanghai’s hotel industry hit

its lowest point since 2011, thanks

to declines in both international and
domestic tourist numbers, continuing

a trend since 2011 even though the US
and European economies saw signs of
recovery, international tourist numbers
continued to decline since 2011. Last
year, the number of international tourist
arrivals totalled 7.6 million, a drop of
5.4% year on year (YoY). Of these, foreign
visitors (those from outside China except
Hong Kong and Macau) amounted to 6.0
million, a fall of 5.6% YoY.

Domestic tourism demand has also
been adversely affected by the
government’s austerity measures as
well as the implementation of China’s
first tourism law. In 2013, the total
number of domestic tourist arrivals rose
3.6% YoY to reach 259.9 million, but
the growth rate was 5.1 percentage
points lower than that of 2012.
Domestic tourist arrivals to Shanghai
from other provinces declined for the
first time since 2012 to 113.7 million, a
drop of 1.1% YoY.

Coming into the first half of 2014,
Shanghai’s tourism industry showed
slight signs of recovery. Thanks to
public holidays like the Labour Day
and Dragon Boat Festival in May, the
number of international tourist arrivals
reached 700,000, or an increase of
14.8% YoY. From January to June, the
number of international tourist arrivals
reached 3.9 million, a rise of 7.7% YoY.

Between July 2013 and June 2014, four
luxury hotels opened in Shanghai—
mainly in secondary business districts

or suburban areas—adding 1,056 guest
rooms to the market. In September 2013,
the 201-room Citic Pacific Zhujiajiao

Jin Jiang Hotel opened in Zhujiajiao,
Qingpu District; in January 2014, the
338-room Hotel Pullman Shanghai
South—the second Pullman hotel in
Shanghai—opened in Xuhui District; in
February 2014, the 317-room Marriott
Shanghai Parkview opened in Daning,
Zhabei District; and in March 2014, the
200-room Hyatt Regency Chongming
opened on Chongming Island.

By the end of 2013, the number of five-
star hotel rooms in Shanghai reached
25,820, an increase of 23.0% YoY. By
the first half of 2014, this number had
increased to 26,475 and is expected to
reach at least 26,820 by the end of 2014,
up approximately 1,000 from 2013.

Declines in both international and
domestic tourist numbers have forced
luxury hotels to lower their room rates
to lift occupancy. In the first half of
2014, the ADR of five-star hotels

in Shanghai dropped 1.5% YoY to
RMB954. The lowering of room rates
raised the average occupancy rate of
five-star hotels to 60.8% in the first
six months of 2014, an increase of 3.6
percentage points YoY.

Shanghai’s hotel industry is expected
to bottom out in 2015, as an increased
number of business travellers and
tourists is anticipated following the
opening of Disneyland Phase One and
Hongagiao National Exhibition Arena
as well as the full operation of the
Shanghai-Hong Kong and Shanghai-
Kunming high-speed rail lines. Hotel
investors remain optimistic as a number
of international luxury hotel brands will
be introduced to Shanghai in 2015,
including Bvlgari Hotel in Suhe Creek,
Zhabei (120 rooms); W Shanghai the
Bund on the Bund (338 rooms); and
Sofitel Shanghai Jing’an Huamin Hotel
in Jing’an (503 rooms).
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As a major manufacturing hub in the
Pearl River Delta with a number of
industrial zones, Guangzhou’s tourism
industry has been dominated by demand
from corporate and Meetings, Incentives,
Conferencing, Exhibitions (MICE) visitors.
Significantly, Guangzhou’s hospitality
industry is shaped by the annual China
Import and Export Commodities Fair
(the Canton Fair). From January to June
2014, the city received 23.7 million
overnight visitors, up 7.2% year on year
(YoY), 3.6 million were overseas visitors,
up 5.2% YoY.

So far this year there has been no
remarkable five-star hotel investment
deals. In late 2013, New Century Hotel,
a four-star hotel located in the core area
of Huadu District, was sold for RMB550
million, or RMB1.4 million per room.
This hotel has 27 floors and 399 rooms,
with a gross floor area of nearly 60,000
sgm.

International five-star hotels in Guangzhou
are concentrated in North Tianhe and Pearl
River New City, while older, local five-

star hotels are mostly located in Yuexiu
District. These are followed by Baiyun,
which is becoming a hot spot for hotel
developments thanks to the expansion of
the Baiyun International Airport since 2012.

From the second half of 2013 to

the first half of 2014, four five-star
hotels opened in Guangzhou, three

of them—W Hotel in Pearl River

New Town, Double Tree by Hilton

on Dongfeng Road and Langham
Place Hotel in Pazhou—are located
downtown while the fourth, the Wanda
Hotel, is located in the satellite district
of Zengcheng. Together they offered
nearly 1,400 rooms. As at the end of
June, the city had 13,331 five-star hotel

rooms in total.

The ADR and occupancy level of
Guangzhou are significantly influenced
by the twice-a-year Canton Fair.
Affected by external uncertainties, the
number of participating merchants in
2013 Autumn Fair rose only 0.1% YoY,
but declining 6.5% from that of the
Spring Fair of the same year. In 2014,
the number of participating merchants
in the Spring Fair decreased 7.2% YoY.
Combined with the continuous increase
in hotel room supply, the growth in five-
star hotel ADR during the 2014 Spring
Fair contracted about 10% annually. In
the first half of 2014, both the ADR and
occupancy rate of five-star hotels fell,
with ADR dropping 1.5% to RMB837
and the average occupancy rate down
to 60%.

It is anticipated that several five-

star hotels, such as Jiayu Marriott,
Conrad, Park Hyatt, Jumeirah and
Kempinski, will open in the next two
years, which will provide over 1,000
rooms downtown. Owing to external
uncertainties room rates may see little
growth with ADR down 2% YoY to
RMB837 and the average occupancy
rate remaining at around 60%.

In 2009, the Guangzhou government
started a drive to promote tourism
through infrastructure development
and environment enhancement. In the
medium to long term, while corporate
and MICE demand will remain robust
in Guangzhou, the development of new
shopping and entertainment facilities
as well as new resorts in Guangzhou is
expected to attract more leisure visitors
to the city.
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Hong Kong’s hotel industry remained
stable in the first half of 2014, backed
by strong visitor arrivals. The city
attracted a record 28.5 million visitors
in the first half of the year, or a 12.5%
increase year on year (YoY). Overnight
visitors numbers grew 10.5% YoY to
reach 13.2 million in the same period.

Tourist arrival continued to be
dominated by visitors from the
Mainland, who accounted for 76.5%
of total visitor arrivals in the first half
of 2014, or a 16.0% growth YoY, with
the number of those staying overnight
growing 13.7% in the same period.
Meanwhile, Hong Kong received a
steady stream of Meetings, Incentives,
Conferencing and Exhibitions (MICE)
travellers, a category that saw a 4.2%
increase in the first quarter.

However, visitor spending lost steam
and growth slowed amid an uncertain
economic environment and the
changing spending pattern of Mainland
visitors, which moved from high-end

to the medium-to-low end of the retail
sector.

Hong Kong’s hotel occupancy rate
improved in the first half of 2014, along
with the continuing influx of overnight
visitors. The occupancy rate of five-star
(or ‘High Tariff A’) hotels reached 86%,
compared with 84% in the same period
of 2013.

The ADR of High Tariff A hotels
recorded a drop of 3.1% in 2013, after
having enjoyed double-digit growth in
2011 and 2012, but it rebounded in the
first half of 2014 to reach HK$2,446—a
3.3% increase from the same period

in 2013. The ADR has risen by a
Compound Annual Growth Rate (CAGR)
of 5.8% for the past 10 years.

The total stock of High Tariff A hotels
remained at 17,522 rooms in the first
half of 2014, with no new five-star
hotels having opened since 2012. The
only High Tariff A hotel projects due in
the next few years are the 599-room
Shangri-La hotel in Hung Hom and
the 600-room Rosewood Hotel in

Tsim Sha Tsui, opening in 2016 and
2017 respectively. In the longer term,
Murray Building in Central—the former
government offices—will be converted
into a luxury hotel and domestic
boutique hotel brands such as Butterfly,
Ovolo, Brighton and Dorsett remain
active, with a number of hotels under
planning and due for completion in the
next few years.

Despite some uncertainties, the US and
European economies are recovering
faster than expected. Visitor arrivals to
Hong Kong are expected to continue
rising, involving tourists, business
travellers and MICE travellers. The
government’s proposal to control

the number of Mainland visitors by
adjusting the Individual Visit Scheme
is expected to have limited impact

on overall Chinese visitor arrivals.
Therefore, we do not expect the local
hotel market to be notably affected by
this adjustment.

Various tourism infrastructure projects
are set to enhance Hong Kong’s tourism
landscape. Enhanced connectivity to
Mainland China with the scheduled
completion of major infrastructure
projects is also set to bring in more
visitors from the north. We remain
positive on the long-term outlook

of Hong Kong’s hotel industry. The
occupancy level of High Tariff A hotels
is expected to remain stable, while their
ADR will continue to grow steadily due
to limited supply.
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With continuing efforts by the Macau
Government and hotel operators to
attract individual and family visitors,
Macau is trying to transform itself
from a gambling-based city to an
entertainment-based one. According
to the Macau Statistic and Census
Services, Macau received 7.1 million
international overnight visitors in the
first half of 2014, an increase of 3.4%
year on year (YoY). Of these, 66.4% or
4.7 million visitors were from Mainland
China, an increase of 10.9% from a year
earlier.

While demand from Chinese VIP
gamblers has proven vulnerable

after the country’s crackdowns on
corruption, the rapid growth of Macau’s
mass-market gaming industry has
continued to attract world-renowned
global casino and entertainment hotel
operators. By the end of June 2014,
there were 27 five-star hotels in Macau
offering around 18,400 rooms.

According to our research, around

12 major hotels will be developed in
Macau in the next few years, with the
Cotai Strip remaining a hot spot for
development. Wynn Resorts is planning
its second Macau hotel project in Cotai,
with the first phase (Wynn Palace)
scheduled to open in 2016 and the
second phase (Wynn Diamond) under
planning. Meanwhile, MGM Resort
International plans to open a resort with
approximately 1,600 rooms in Cotai, in
2016.

Another major, future hotel development
is the 439-room St. Regis Hotel,
opening in 2015. Meanwhile, Galaxy
Entertainment Group plans to develop
more than 1,300 rooms, suites and
floating villas at two landmark luxury

hotels, to anchor the second phase of
Galaxy Macau, namely The Ritz-Carlton
Macau (250 rooms) and the JW Marriott
Hotel Macau (1,100 rooms).

Reinforced by strong demand, Macau’s
five-star hotel market achieved robust
growth in ADR in the first half of

2014. According to the Macau Hotel
Association, the ADR for five-star
hotels stood at MOP$1,885 in the first
half of 2014 —a substantial growth of
11.2% YoY —while the occupancy rate
achieved a ten-year high of 90.8%.

Local and international competition
with Macau has been intensifying in
recent years. In particular, the recent
development of Hengqin Island —just
across the river from Macau—has
attracted a lot of attention with its
number of large-scale theme parks in
the pipeline. However, given the Island’s
close proximity to Macau, visitors to
Henggqin are also expected to visit the
city. Therefore, the services provided by
the two places are likely to complement
each other rather than a direct
competition.

We do see that there is continued
upgrades in infrastructure in Macau,
which will improve traveling and
accessibility. Coupled with the growing
spending power of the Asian middle
class we expect the city’s tourism and
hotel industries will continue to flourish.
We predict the ADR of Macau’s hotels to
achieve a growth of 5-10% in 2014.

Looking ahead, in order for Macau to
maintain its tourism growth momentum
and the subsequent hotel demand,

the city needs to develop a long-

term strategy to adapt more quickly

to the changing spending pattern of
consumers as well as the challenges
from neighbouring countries where
new casinos are being planned such as
Japan and Manila.
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Taiwan has witnessed a substantial
increase in the number of international
visitors since the opening of its tourism
market to Mainland tourist groups in
2008 and individual tourists in 2011.
The number of visitor arrivals from the
Mainland recorded a Compound Annual
Growth Rate (CAGR) of 43.5% over the
six-year period.

According to the Taiwan Tourism
Bureau, over 8.0 million international
visitors came to Taiwan between
January and July 2014, a 26.7% growth
year on year (YoY). Of the tourists,

most came from the Mainland (40.7 %),
followed by Japan (16.2%) and Hong
Kong/Macau (13.7%). Taiwan attracted
a steady stream of business travellers,
with a mild 3.7% increase in numbers in
2013. The average length of stay for all
inbound visitors is 6.86 days, a relatively
high number compared to other major
cities in Greater China.

According to the Taiwan Tourism
Bureau, hotels in Taiwan are classified
into three categories — ‘international
tourist hotels’, ‘tourist hotels’ and
‘hotels’. International tourist hotels are
the highest end, catering to business
travellers and wealthy tourists, while
individual tourists tend to stay in budget
or boutique hotels. In the second
quarter of 2014, there were a total 25
international tourist hotels in Taipei
offering 8,313 rooms.

Historically, the occupancy rate of
international tourist hotels has been
stable, averaging over 70% during the
past decade and reaching 77% in the
second quarter of 2014. Meanwhile,
the ADR has been rising since 2010.
The ADR of international tourist hotels
reached NT$4,713 in 2013—a 7.3%

increase from 2012 —and has since
reached a historical high of NT$4,859 in
the second quarter of 2014.

A handful of international hotel chains
have opened in Taipei. The 303-room
Mandarin Oriental opened in the first
half of 2014 and we expect it to be
able to obtain an “international tourist
hotel” license. Only one international
tourist hotel will open in Taipei in the
next two years—the 320-room Yihwa
International Hotel, which is scheduled
to open in 2015.

Future hotel supply will continue to
come from boutique and budget
hotels. We expect the occupancy level
of international tourist hotels to be
relatively stable for the rest of the year,
due to their limited supply. A lack of
development sites in prime locations
and hotels available for acquisition and
enhancement have limited the entry of
international tourist hotels.

On the demand side, the number of
international visitor arrivals—especially
those from the Mainland—will continue
to grow, but the growth in business and
Meetings, Incentives, Conferencing and
Exhibitions (MICE) travellers is likely to
slow due to the restricted travel budgets
of the corporate sector amidst global
uncertainties.

Backed by continual strong visitor
arrivals to Taiwan, we remain positive
on the long-term outlook of the hotel
industry. A NT$200-billion package of
infrastructure development, involving
urban renewal and public land projects,
was announced in February 2014 by
the Ministry of Finance. Specifically, the
flagship undertaking will be a NT$28.6-
billion urban renewal project in Taipei’'s
Nangang District. These are expected
to enhance Taiwan’s status as an
international destination for travelling
and increase the number of visitors in
the medium to long term.
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