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In 2011, the total number of international
overnight visitors across China reached
56.7 million, up 1.9% from the previous
year. Domestic tourists remained
dominant, accounting for over 95.1% of
total visitor arrivals and reaching 2,641
million in 2011. The upward trend has
continued in 2012, with the number of
overnight visitors increasing 2.8% year
on year in the first half of this year.

Meanwhile, tourism receipts increased
23.6% in 2011. Domestic tourism
receipts—which accounted for 86.0%
of total tourism receipts in 2011—grew
53.5%, compared with a more moderate
increase of 5.8% in foreign receipts.

In the first half of 2012, hotel operators
continued to expand in the Greater
China region. Among the five major
cities covered by this report, Guangzhou
was the most active market in the first
half of 2012, with over 300 rooms added
in the city.

The Average Daily Room Rate (ADR)

in Beijing, Hong Kong and Macau
continued to grow despite the weak
global economy. Hong Kong experienced
the largest year-on-year growth among
the five cities in the first half of 2012,
with ADR gaining 12.0%, followed by
Beijing with a growth of 11.4%.

We believe China’s tourism market will
continue to grow rapidly in the next
few years despite the gloomy global
economic outlook. Robust economic
development and growing numbers of
tourists in China make it an attractive
hotel market in need for more hotel
rooms. Encouraged by China’s strong
economic performance and the rapid
development of second and third-tier
cities, international hotel operators have
shown strong confidence in China’s
market and are pursuing aggressive
expansion plans. For example, Accor’s
upmarket brand Pullman is planning
to open 25 hotels in the country by



2015, on top of its 14 existing hotels.
Club Mediterranee plans to open five
new resorts on the Mainland by 2015,
which would make China its second
largest market in the world. Richfield
Hospitality has formed a joint venture to
operate two hotels in China. Starwood
Hotels & Resorts has opened 40 hotels
in China over the last five years, with an
additional 90 in works. InterContinental,
which now operates 162 hotels in
China, has an additional 143 under
development.

In our judgement, the hotel market in

all the five major cities will benefit from
increasing demand from tourists and
business travelers, including those
coming from the MICE (Meetings,
Incentives, Conferences and Exhibitions)
and corporate segments.

Shanghai’s hotel market, in particular,
is expected to benefit from the
completion of major tourism projects,
such as Shanghai Disneyland in 2015.
Meanwhile, Shanghai is to be developed
into a regional transportation hub for
the Yangtze River Delta region with
infrastructure projects in the pipeline
such as Honggiao Transportation
Interchange linking the Huning

Intercity High-Speed Railway with air
and municipal public transport lines.

A number of large convention and
exhibition centres in Pudong, including
Shanghai New International Expo Centre
(SNIEC), Pudong Expo and Shanghai
International Convention Centre, will

be holding many major international
exhibitions in the coming years.

Additional development projects in
Shanghai and the Expo area, including
international trading and shipping centres,
will further enhance the city’s international
status as a key economic centre.

The bi-annual Canton Fair is the largest
trade fair in China and attracts over
400,000 visitors every year. Given its
position as a major Asian business and
exhibition centre, Guangzhou should
continue to generate a steady stream
of business visitors. The development
of Pazhou Island into a recreation

and business district will strengthen
Guangzhou’s role as the leading
business and exhibition centre of
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Asia. Hotel demand from the MICE and
corporate sectors are expected to remain
strong and the market appears ready to
absorb the foreseeable rise in supply in
the medium term.

Macau’s hotel market also looks
positive over the long term. The Henggin
Island development scheme is in full
swing and its completion will mark

an important step for Macau towards
greater economic diversification. New
infrastructure projects, such as the
Macau-Henggin Island tunnel, will be
completed in the short term, while other
developments on the island, such as
the new campus of University of Macau
and the Chime-Long International Ocean
Resort, are currently under construction
and should be completed in 2013.

The hotel markets in Hong Kong and
Beijing are expected to grow steadily.
Although already well developed, they
offer unique competitive advantages
that cannot be easily substituted. Also,
both cities have a number of tourism
projects in the pipeline that should
further boost hotel demand. Beijing
would benefit from the expansion of
the MICE industry in the country and
the central government’s plans to
develop the tourism industry into one
of the pillars of the Chinese economy.
New hotel supply is expected to be
limited in Beijing in 2012 and the ADR
and occupancy rate should increase
steadily and rebound to pre-2008
levels. Demand for hotel rooms in Hong
Kong is expected to grow further, with
a number of tourism-related projects in
the pipeline, such as the expansion of
Ocean Park and Hong Kong Disneyland
as well as a new cruise terminal in

Kai Tak. Hong Kong will also remain

a leading shopping destination for
Mainland tourists, with its more
comprehensive product offerings, better
product quality and cheaper prices.
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BEIJING

Beijing is the political, business, cultural
and educational centre of China. With

its numerous historical landmarks

such as the Great Wall, the city attracts
large numbers of local and overseas
tourists every year and the Beijing 2008
Olympic Games have reshaped the city’s
landscape with new infrastructure and an
advanced transportation network.

Riding on previous years’ recovery, the
tourism market in Beijing continued to
gain momentum in 2011. International
overnight tourist arrivals increased 6.2%
year on year to over 5.2 million. Visitors
came mostly from Europe, followed by the
US, South Korea, Japan and Hong Kong.
Australia and Canada were the fastest-
growing markets in 2011, with arrivals
growing 22.6% and 20.5% respectively
compared with the previous year. The
number of overnight visitors rose further
in the first half of 2012, up 4.2% year on
year. Arrivals are expected to maintain
steady growth for the rest of the year.

Hotel operators halted their aggressive
expansion in Beijing after the supply
boom in the run-up to the 2008 Olympic
Games, but five-star hotel supply picked
up in 2010 and 2011. In 2011, about
1,500 five-star hotel rooms were added
to the market. One of the new openings
included the 441-room Sheraton Beijing
Dongcheng Hotel, which opened in

July 2011 and represents the Starwood
Group’s seventh hotel in Beijing. The
group plans to open two more hotels in
Beijing before 2014.

Despite concerns over the large number
of new hotels opening over the past
year, the performance of Beijing hotels
in 2011 reflected increased demand.
Five-star hotel occupancy continued

to improve from the low level in 2009,
rising by 3.8 percentage points year on
year to 64.2% in 2011. Demand for hotel
rooms in Beijing has been driven mainly
by domestic visitors, who accounted for

over 95% of the capital’s tourist arrivals
in 2011.

After rebounding 8.4% in 2010, the ADR
for five-star hotel rooms in Beijing edged
down by 2.2% to RMB796 in 2011, as the
continued increase in hotel openings led
hotel operators to adopt less aggressive
pricing strategies. In the first half of
2012, however, the ADR of five-star
hotels improved amid rising demand,
increasing by 11.2% year on year to
RMB868. We expect the ADR in Beijing
to remain on an upward path for the rest
of the year.

Though the progress of transforming
Olympic facilities is slow, with some
venues have been demolished or
abandoned, we expect Beijing’s hotel
industry to benefit from the central
government’s plans to develop the
tourism industry into one of the pillars
of the Chinese economy. Also, as the
capital of China, Beijing should benefit
from the booming local tourism and
growing visitor arrivals. With demand
for rooms likely to be sustained by this
growth, the ADR and occupancy rate
should increase steadily and rebound to
pre-2008 levels.

Meanwhile, the number of business
travelers is expected to rise with the
increasing importance of the China
market in the global economy. Given its
international status as a business and
cultural centre, Beijing would benefit
from the expansion of the MICE industry
in the country. At the same time, new
hotel supply is expected to be limited

in Beijing in 2012. Major additions to
the hotel stock include Shangri-La-
operated China World Summit Wing,
which opened in early 2012 with 278
rooms, and the first Four Seasons Hotels
& Resorts to open in late 2012, providing
380 rooms.
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GUANGZHOU

Guangzhou’s hosting of the 2010

Asian Games accelerated the city’s
development of new infrastructure

and supporting facilities such as the
extension of metro lines. The improved
facilities have helped the city position
itself as the business and exhibition
centre of southern China and a gateway
to the Pearl River Delta.

Canton Fair, one of the biggest MICE
events in the world, attracts over
400,000 international visitors every
year to Guangzhou. In 2011, Guangzhou
received 7.8 million international
overnight visitors, with visitors coming
mainly from Hong Kong, followed by
Taiwan, Macau, Europe and Japan.
Europe was the fastest-growing market
for the year, with European visitor
arrivals surging 31.0% from 2010.

The supply of five-star hotels has been
increasing in Guangzhou since 2007, in
pace with the city’s rapid development.
By the end of 2011, the city was home
to 22 five-star hotels offering a total

of 11,064 rooms, up 16.1% from the
previous year. Around half of the newly
opened hotels in 2011 were operated by
international brands, such as Crowne
Plaza Guangzhou City Centre in Yuexiu
District with 460 hotel rooms and Sofitel
Guangzhou Sunrich in Tianhe District
offering 493 rooms. The boom in hotel
room supply is expected to continue

in 2012, with more international five-
star hotels scheduled for opening. In
Tianhe District, the new entrants will
include the 263-room Mandarin Oriental,
Guangzhou, W Guangzhou, which will
provide 300 rooms, and Four Seasons
Hotel Guangzhou with 344 rooms.

Demand for hotel rooms in Guangzhou is

mainly driven by the MICE and corporate
sectors, which has accounted for over
80% of the city’s hotel demand in recent
years. Despite a slight 4% year-on-year

dip in visitor arrivals in 2011, the five-star

hotel occupancy rate increased to 65%
in 2011, reflecting increased demand for
high quality hotels in Guangzhou.

However, since supply rose significantly
over the year, the ADR of five-star hotels
in Guangzhou dropped 7.0% to RMB800
in 2011 and remained relatively stable in
the first half of 2012. Pressure on ADR is
expected to remain through 2012 with the
continual growth of five-star hotel supply.

The bi-annual Canton Fair, which is the
largest trade fair in China, will continue
to generate large steams of business
travelers to Guangzhou. With more
multinational companies setting up
offices in Guangzhou, hotel demand
from the business sector is expected

to remain strong. Pearl River New City
has witnessed rapid growth over the
past few years with the completion of

a number of Grade-A office buildings,
luxury residential developments

and major supporting facilities. The
area will complement Tianhe North
CBD and together they will integrate
into one large CBD. Meanwhile, the
development of Pazhou Island into a
recreation and business district will
strengthen Guangzhou’s role as the
leading business and exhibition centre
of Asia. Hotel demand from the MICE and
corporate sectors are expected to remain
strong and the market appears ready to
absorb the foreseeable rise in supply in
the medium term.
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Overview

After contracting in 2003 due to
the SARS outbreak, visitor arrivals
in Hong Kong have continued to
boom for eight consecutive years,
surpassing the 30-million level

for the first time in 2010 and the
40-million level in 2011. In mid-
2003, China’s central government
launched the Individual Visit
Scheme (IVS), which allows
residents on the Mainland—mainly
those residing in selected coastal
cities—to visit Hong Kong on an
individual basis. Currently, a total
of 49 cities have implemented the
IVS, which has greatly benefited
Hong Kong’s tourism and hotel
sectors. Meanwhile, as a leading
financial and business hub in Asia,
Hong Kong also generates a steady
stream of business travelers every
year, accounting for about 20% of
total visitors.

Despite a drop in 2009 due to the
global financial crisis, overnight
visitors in Hong Kong quickly
rebounded and reached new highs in
2011 and 2012 respectively. Overnight
tourist arrivals in 2011 amounted to
22.3 million, up 11.1% year on year.

In the first half of 2012, the figure
reached 11.0 million, up 6.8% from
the same period last year, thanks

to the growing influx of Mainland
visitors, who now account for over
61.4% of total overnight tourists.

Demand and supply

Official data indicate that the
occupancy rates of five-star hotels
in Hong Kong have remained high
in recent years, except in late 2008
and early 2009 when the global
economic crisis hit the city. Since
then, the average occupancy rate
has increased steadily and in the
first half of 2012 reached 82%,
similar to the level in the same
period last year despite on-going
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Amid strong demand from the
increasing numbers of tourists, the
availability of hotel rooms increased
only modestly over the past three
years. There were 32 five-star hotels
in Hong Kong in 2011, providing a
total of 17,181 rooms, up 7.0% from
2010. A significant increase in the
number of hotel rooms is not likely
to occurin 2012. Major contributors
to new hotel supply in 2012 include
Discovery Bay Resort & Spa and
Courtyard Marriott Hotel in Shatin,
which will provide 325 and 548
rooms, respectively.

Limited supply and sustained
demand pushed up the ADR of
five-star hotels in Hong Kong from
HK$1,808 in 2009 to HK$2,229 in
2011. In the first half of 2012, the ADR
rose further to HK$2,423, up 12.0%
from the same period last year.

Outlook

Demand for hotel rooms in Hong
Kong is expected to grow further
over the next few years, with

a number of tourism-related
projects in the pipeline, such as
the expansion of Ocean Park and
Hong Kong Disneyland as well as
the completion of a new cruise
terminal in Kai Tak in 2013, which
should further boost hotel demand.
Hong Kong will also remain a
leading shopping destination for
Mainland tourists, with its more
comprehensive product offerings,
better product quality and cheaper
prices. With the sustainable growth
of the Chinese economy and
increasing income of its residents,
spending by visitors from the
Mainland is expected to grow
steadily and further benefit the
hotel industry in the long run.
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MACAU

2011 was the best year ever for Macau’s
tourism market in terms of visitor arrivals.
A record high of 12.9 million visitors
stayed overnight, 8.4% more than in
2010, reflecting both strong demand due
to various tourism promotion campaigns
and increased accommodation capacity.
However, visitor growth slowed slightly
in the first half of 2012 amid Europe’s
unresolved sovereign debt crisis. About
6.4 million overnight visitors entered
Macau during the period, representing a
5.5% year-on-year increase.

Mainland tourists have been the major
contributor to Macau’s tourism boom
following the liberalisation of the gaming
industry in 2002. A record high of 4.4
million Mainland visitors arrived in
Macau in 2011, up 16.3% year on year and
accounting for 76% of overnight visitors.
However, the weakening Chinese and
global economies have translated into
lower travel budgets on both personal
and corporate levels, which depressed
growth in visitor arrivals during the first
half of 2012. Mainland visitor growth
slowed to 11.7% year on year and
Mainland visitors accounted for only
about 60% of total visitors. Visitor arrivals
are expected to grow at an even more
modest rate in the coming quarters.

Macau’s five-star hotel market has
continued to boom, thanks to its

robust gaming industry and the timely
completion of new hotels. The occupancy
rate climbed 3.8 percentage points to
87.5% in 2011. The rate reached 86.3%

in the first half of 2012, a 1.5-percentage-
points increase year on year.

Meanwhile, hotel operators have
continued to expand their presence.
About 2,225 new five-star hotel rooms
were completed in 2011, with the majority
located in Cotai Strip. The opening of
Conrad Macao, Holiday Inn Macao Cotai
Strip and Sheraton Cotai in Sands Cotai
Central added a further 5,660 five-star

hotel rooms to Macau’s upscale hotel
market during April to September of 2012.

Despite the largest addition of new
supply since 2007, the ADR of five-

star hotels in Macau surged 12.3% to
MOP1,598 in 2011. The surges in both
occupancy and ADR pushed Revenue

per Available Room (RevPAR) up 20% to
MOP1,380 in 2011. In the first half of 2012,
ADR rose further to MOP1,685, up 7.8%
from the same period last year.

The ADR of five-star hotels recorded
double-digit growth in 2011. This
remarkable pace is likely to slow in the
short term as demand softens due to
the gloomy world economic outlook and
slower economic growth in Mainland
China. With growth in visitor arrivals
likely to be moderate, growth in hotel
occupancy rates and ADR will likely be
significantly slower in the coming year.

The long term outlook for Macau’s hotel
market remains positive. The Henggin
Island development is now in full swing
and new infrastructures, such as Macau-
Henggin Island tunnel, will be completed
in the short term. Other developments
such as the new campus of University of
Macau and the Chime-Long International
Ocean Resort currently under
construction are set to be completed in
2013. The development should not be in
direct competition to Macau’s five-star
hotel market, as future hotels there are
expected to serve a different market
segment. Given its proximity to Macau,
its ease of access and presumably a
longer length of stay of visitors to its
theme parks, Henggin’s development
will be a new driver for Macau’s tourism
and gaming markets. This will mark an
important step for Macau towards greater
diversification.
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Hong Kong contacts

Alan Child

Executive Chairman

+852 2846 9522
alan.child@hk.knightfrank.com

Colin Fitzgerald

Managing Director

+852 2846 4848
colin.fitzgerald@hk.knightfrank.com

Paul Hart

Executive Director

+852 2846 9537
paul.hart@hk.knightfrank.com

Alnwick Chan

Executive Director

+852 2846 9551
alnwick.chan@hk.knightfrank.com

Thomas Lam

Director, Head of Research,
Greater China

+852 2846 4819
thomas.lam@hk.knightfrank.com

Pamela Tsui

Senior Manager

+852 2846 4843
pamela.tsui@hk.knightfrank.com

Beijing contact

Mark Sullivan

Managing Director

+86 10 8518 5758
mark.sullivan@cn.knightfrank.com

Shanghai contact

Graham Zink

Managing Director

+86 2160321700
graham.zink@cn.knightfrank.com

Guangzhou contact

Clement Leung

Executive Director

+852 2846 9593
clement.leung@hk.knightfrank.com
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Knight Frank Research provides strategic

advice, consultancy services and forecasting

to a wide range of clients worldwide, including
developers and investors, as well as financial
and corporate institutions. All recognise the need
for the provision of expert independent advice,
customised to their specific needs.

Our worldwide research reports are also available
at KnightFrank.com
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