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This article provides a projection on the five-star hotel performance in 7 major cities in China. Data
used in this article was retrieved from China National Tourism Administration and HVS research.
Trends in supply and demand for five-star hotels were examined to project occupancy and average
rate.

HEZWEETHIL S RE

Five-Star Hotel Performance Outlook

It Beijing
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Afte'r the boomingmdevelopm(.ent B 1. LT RERNETEWE, 2011-2017 (H)
during the 2008 Beijing Olympics, FIGURE 1: FIVE-STAR HOTEL PERFORMANCE IN BEUING, 2011-2017F

five-star hotel supply in Beijing
experienced placid increase in
recent years. By the end of 2014,
the 62 five-star hotels in Beijing
offered 32,934 rooms. While the
Tongzhou District officially became
the second administrative seat of
Beijing as a “sub-administrative
centre” for the municipality, major
developers in Beijing may place
their emphasis on this district, 0 40%
addlng more upscale h()tel Supply 2011 2012 2013 2014 2015E 2016F 2017F

to the market. Moreover, the

successful bid for the 2022 Winter KMz 7 5] (B 5 i Jrd RIS S DT
Source: CNTA & HVS Research
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Olympics may also lead to another

boom in hotel development.

Nevertheless, considering the unsatisfacory hotel performance after 2008, developers may become more
conservative this time. The increase in demand may remain steady in the next three years considering
that Beijing has almost become a mature economy. However, the relocation of some companies to
Langfang and Baoding may dilute some hotel demand in Beijing.
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¥ Shanghai
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B 2. BT HEZEETHYS, 2011-2017 () market changed significantly since

FIGURE 2: FIVE-STAR HOTEL PERFORMANCE IN SHANGHAI, 2011-2017F . . .
the opening of the Shanghai Hongqiao

National Convention Center in 2014.
The soon to be opened Shanghai
Disneyland is estimated to bring 20

200 O « " million tourists to Shanghai annually.
- " Besides, Xuhui Binjiang is another

development focus in Shanghai. The
expansion of the headquarter
50% economy, the international medical
1% services and aviation industry in this
0 0% area will further support commercial

2011 2012 2013 2014 2015E 2016F 2017F demand Addltlonally, the Orlental

TR et e Ao Dreamworks and Lan Kwai Fong in

ez 1 [ [ S F Joi FISE A 1A ) Xuhui Binjiang will encourage the
Source: CNTA & HVS Research leisure demand creating potential
synergies with Disneyland. Over the
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next five years, more hotels are expected to enter the market. The market’s supply and demand ratio will
gradually shift towards a dynamic equilibrium of a mature market. Driven by the National Convention
Centre and Disneyland, occupancy rate of the five-star hotel market is anticipated to grow by 2.5%-3.5%
in the next 2-3 years,. In terms of average rate, the prospect of product diversification and increasing
sophistication in revenue management across the market may drive the average rate of Shanghai five-star
hotels to steadily grow in the coming 2-3 years.
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I~ Guangzhou
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The five-star hotel market in B 3. TNHRESEETHWS, 2011-2017 (F)
Guangzhou experienced rapid FIGURE 3: FIVE-STAR HOTEL PERFORMANCE IN GUANGZHOU, 2011-2017F

development since 2011; the
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compound annual growth rate

) . 900 75%
in five-star hotel room

inventory between 2008 and
2014 is 13%. This trend may
continue in the next few years
while  some international
luxury hotel brands, including
Park Hyatt, Conrad and
Jumeirah, are scheduled to
open. In addition, some
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traditional  five-star  hotels, FIAOR  mm HTEORPAR ke AT Occupaney
such as White Swan Hotel,
Garden Hotel and China Hotel,
have also recently finished
their renovation to increase

KW= 7 [F F SN Jrd 15 45 0T 1
Source: CNTA & HVS Research

their competitiveness. However, demand growth seems to trail supply expansion. The Canton Fair
remains the biggest event in Guangzhou and a significant demand generator for hotels over a limited time
period of the year, which continues to drive demand for five-star hotels. Some hotels are conducting price
war to cope with the fierce competition, leading to a minor decrease in average rate. However, the
average rate is projected to recover as the overall quality of hotels in the market improves.
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Compared to other first-tier cities,

Shenzhen has a more reasonable
five-star  hotel supply and

E® 4: FINTHHREZEETHIES, 2011-2017 (FHlD
FIGURE 4: FIVE-STAR HOTEL PERFORMANCE IN SHENZHEN, 2011-2017F

500 % geographic distribution. A
o | number of high-end and luxury
E 0 - hotels are expected to open in
ES o kT 4 different districts in the near
2w ‘\‘\‘/._——-r‘ 6% : future, inculding Park Hyatt and
EE’ 0 g Mandarin Oriental in Futian
Eg w“ e District, MGM Grand in Luohu
22 0 Lo < District, JW Marriott in Qianhai
§ o s area and Raffles in Nanshan

, - District. The potential increase in

2011 2012 2013 2014 2015 2016F 2017F COmmerCial demand in the

TS5 ADR  mm GTEEGHREPAR e MK Occupancy Shenzhen five-star hotel market

S S R I 1 will come from ‘Bay Area
Source: CNTA & HVS Research economy’, for instance, the

development of service industries
such as financial, information and technology, and modern logistics in Qianhai area and high-tech
industrial parks in Shenzhen Bay. Transit visitors to Hong Kong drive Shenzhen'’s leisure demand, which
however has been shrinking of late after a series of incidents toward to mainland visitors. Conversely, of
the expansion of the Marine Ecological Economic Zone and eco-tourism resort in Dapeng Bay and the
growth of family and friends visitation, leisure demand in Shenzhen will continue to grow. MICE demand
is expected to be flat with previous years. Thus, the prospects for both occupancy rate and average rate of
five-star hotels in Shenzhen remains positive.
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R Chengdu
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Chengdu is set to witness the

, E® 5: REWAERE)ET S, 20112017 (FD
most  rapid ~development of FIGURE 5: FIVE-STAR HOTEL PERFORMANCE IN CHENGDU, 2011-2017F
international brand hotels in the

forthcoming 4-5 years. Waldorf 1200 80%
Astoria Chengdu, W Chengdu, 75%
Mandarin Oriental Chengdu, JW e
Marriott Hotel Chengdu and
Conrad Chengdu are scheduled to
open. Although the scale of the
Western China International Fair,
and the China National Sugar and
Alcoholic  Commodities  Fair
reduced in the past two years, the 0 0%
eXperlenCe eVentS and product 2011 2012 2013 2014 2015E 2016F 2017F

release conference of luxury

vehicles and luxury products will KMz 5] (B 5 i Jrd RIS A DT

continue to drive the MICE Source: CNTA & HVS Research

market in Chengdu. Over half of

the world's Fortune 500 enterprises have entered Chengdu and will further support commercial demand.
Development of the Tianfu New Area and North Area Reconstruction is bound to enhance the regional
commercial, leisure and MICE market. It is expected that the occupancy rate of five-star hotels in Chengdu
will be negatively impacted by the imbalance of supply and demand until the new supply is absorbed by
the market. Average rate will also be affected by the new supplies as hotels face increasing levels of
competition in the medium term.
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EH K Chongqing
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The supply of Chongqing’s five-star
hotels has increased steadily in
recent years. Compared to the
700 80% number of five-star hotels in 2013,
supply had increased by 17% to

E*®6: EXTHEZLEETHILS:, 2011-2017 (FHD
FIGURE 6: FIVE-STAR HOTEL PERFORMANCE IN CHONGQING, 2011-2017F
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demand generator in the

conference and exhibition industry.
0 40% In addition, the development of the
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Liangjiang New Area will further
boost the commercial demand. Four
Hot Spring Parks will continue to be
the primary leisure and high-end
MICE demand generators in Chongqing and its surrounding areas. Accordingly, occupancy rate of

@ ” over 8,000 rooms in 2014.
% . . Mandarin Oriental, Rosewood and
<E "oz Radisson Blu are expected to enter
Eg _____ emm" A feox § the market soon. The International
Eé 0 s X Expo Centre opened in 2013,
ES < intended to be an important
®
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Chonggqing five-star hotel is expecting an impressive growth in the near future and the average room rate
will have slightly drop influenced by the anti-corruption campaign. The hotel supply in Chongqing will
spread out from the city centre to suburbs. More hotel supplies will be distributed in Nanping Business
District and Four Hot Spring Parks.
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FE Tianjin
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The five-star hotel supply in Tianjin % 7. RETAESFETZWE, 2011-2017 (Fl)

has been increasing rapidly in FIGURE 7: FIVE-STAR HOTEL PERFORMANCE IN TIANJIN, 2011-2017F
recent years. The percentage of 700 0%
five-star hotel rooms increased 5 o .
from 18% in 2010 to 28% in 2014. g __,_A—-—""

The 15 five-star hotels in Tianjin %500 ‘_r/‘/‘/r " E
are now offering 5,003 rooms in the gzmo w &
market. Several leading hotel ﬁ%m N by
brands have already entered the QE <
market in recent years, including St. E < 0%
Regis, The Ritz-Calton, Banyan Tree, % 0 -
Luxury Collection, Westin, and

Indigo' Beneﬁting from the ! 2011 2012 2013 2014 2015E 2016F 2017F "

government policy on developing PG ADR WG ERIUARevPAR == A% Occupancy
the Bohai Bay Rim, Tianjin had been

one of the most promising city for Rz ] (B Jrd FISE S DT

hotel investors in North China until Source: CNTA & HVS Research
the huge explosion happened at
Binhai New Area in August. The explosion may have a negative impact on investors’ confidence in the
market. Visitors may also avoid staying in hotels in the neighbourhood for safety concerns. However, the
impact of the explosion may not last in the long term. Considering the economic structure in Tianjin and
its less prominent natural tourism resources, commercial demand is expected to continue to dominate the
market in the next few years, constituting nearly 70% in terms of market segmentation. The growth in
visitor arrivals and demand for five-star hotels is expected to drive the market occupancy and average

rate to steadily increase in the next few years.
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FIGURE 8: FIVE-STAR HOTEL PERFORMANCE OF 7 KEY MARKETS IN CHINA

b3 A1EZ Occupancy (%) 64% 64% 62% 63% 65% 67% 68%
Beijing V35 534 Average Rate (A EE TiRMB) 849 865 861 828 853 870 887
45 1] 5 55 S A\ RevPAR (A R ITIRMB) 547 554 533 519 550 579 602
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Shanghai “F4 55 f/rAverage Rate (A [ ITIRMB) 1,042 961 907 956 985 1,034 1,086
453 7] 85 55 W A RevPAR (A [ TIRMB) 615 558 544 599 636 687 741
Il A1EZ Occupancy (%) 66% 61% 62% 64% 67% 68% 69%
Guangzhou -3 55 Average Rate (A [ TIRMB) 869 892 855 829 821 829 854
45 0] 85 55 I A\ RevPAR (A X ITIRMB) 574 544 530 531 550 560 586
I AAfE# Occupancy (%) 67% 63% 62% 64% 65% 67% 68%
Shenzhen ~“F3 554t Average Rate (A & ITIRMB) 755 767 761 741 734 756 793
45 7] 45 55 I A RevPAR (A [ TIRMB) 506 483 472 474 474 505 540
JIHD A1EZ Occupancy (%) 68% 64% 54% 54% 55% 57% 60%
Chengdu  “F-¥J )55t Average Rate (A [ TiIRMB) 771 822 960 851 808 808 833
45 0] 85 55 L A\ RevPAR (A K ITIRMB) 524 526 518 461 443 461 497
HR ANAfEZ Occupancy (%) 65% 61% 54% 56% 58% 59% 60%
Chonggqing “F-14J 55 #/rAverage Rate (A K& TIRMB) 531 577 556 541 525 530 546
43 7] 85 55 L ARevPAR (A [ TIRMB) 345 352 300 304 302 312 329
R AfEZ Occupancy (%) 42% 42% 43% 47% 51% 55% 57%
Tianjin P-4 5 1t Average Rate (A X TiRMB) 609 611 593 600 606 624 655
4F 0] 85 55 L A\ RevPAR (A & ITIRMB) 256 257 257 283 306 342 376
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Source: CNTA & HVS Research
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About HVS

HVS, the world’s leading consulting and services
organization focused on the hotel, mixed-use, shared
ownership, gaming, and leisure industries, celebrates its 35t
anniversary this year. Established in 1980, the company
performs 4,500+ assignments each year for hotel and real
estate owners, operators, and developers worldwide. HVS
principals are regarded as the leading experts in their
respective regions of the globe. Through a network of more
than 35 offices and more than 500 professionals, HVS
provides an unparalleled range of complementary services
for the hospitality industry. HVS.com

Superior Results through Unrivalled Hospitality
Intelligence. Everywhere.

HVS ASIA PACIFIC is represented by eight offices in Hong
Kong, Bangkok, Beijing, Shenzhen, Jakarta, Shanghai, New
Delhi and Singapore. HVS hosts three of the main annual
industry events in the region, namely the China Hotel
Investment Conference (CHIC) in Shanghai, Hotel Investment
Conference South Asia (HICSA) in India and Tourism, Hotel
Investment & Networking Conference (THINC) Indonesia in
Bali. Additionally, HVS publishes a wide range of leading
research reports, articles and surveys, which can be
downloaded from our online library.

The Shenzhen team has worked on a broad array of projects
that include economic studies, hotel valuations, operator
search and management contract negotiation, development
strategies for new brands, asset management, research
reports and investment advisory for hotels, resorts, serviced
residences and branded residential development projects.
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