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Saipan Tourism is Experiencing a Revival

Historically being one of the most attractive island getaways for Japanese tourists, Saipan is now
experiencing stable tourism growth by gaining popularity among Chinese visitors.

MANAGAHA ISLAND, SAIPAN

Located east of the Philippines in the Pacific Ocean, the Commonwealth of Northern
Mariana Islands consists of 15 islands. Of the 15, the three main islands Saipan, Tinian,
and Rota are inhabited. Saipan is the largest and most visited island. Similar to other
tropical islands, Saipan offers tourists a range of opportunities to interact with Mother
Nature. Visitors can enjoy various sports in the clear waters in the lagoon or relax on the
white sands at Micro Beach and around Mafiagaha Island. They can also choose to visit
or Banzai Cliff for breathtaking views of the Island.

Visitor Arrivals

In the past, Japanese visitors dominated Saipan as the major feeder markets for inbound
visitors. In fiscal year 1997, Saipan recorded 450,000 Japanese visitors. The Korean
market decreased from 170,000 visitors in the aftermath of the Asian financial crisis
from 1997 and only started to enjoy modest growth from 2007 onwards. Japanese
visitation levels experienced a continuous decline since 2004 as airlift decreased and
Japanese tourists started visiting newer destinations. In fiscal year 2015 (from
September 2014 through August 2015), the Marianas Visitors Authority recorded a
negative 23% year-on-year change for Japanese arrivals at 88,582 and a positive 39%
for Korean arrivals at 181,952.
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FIGURE 1: VISITOR ARRIVALS — FISCAL YEAR 1997-2015
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Saipan is accessible by only a limited number of scheduled direct flights. Scheduled
connection flights are typically made through Incheon, South Korea, Narita, Japan,
Taoyuan, Taiwan, or Guam. In order to accommodate the growing number of visitors,
airlift to Saipan increased, predominantly by charter flights. Although visitor arrivals
were growing at a rapid speed beginning in 2012, the flight additions did not match the
pace until last year.
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growth. In addition to
the regular scheduled flights, multiple chartered flights have also increased their service
to Saipan, especially for the popular summer months. Seasonality is always a concern
for tropical destinations. While summer and holiday seasons boost arrivals and airlifts,
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the rainy season and non-holiday months weaken tourist arrivals. During the quieter
periods of March to June and October to mid-December, airlines are reluctant to
maintain additional capacity from the high season. In fact, airlines rather reduce their
service to Saipan in order to maintain profitability. Nonetheless, China is becoming a
key player in Saipan tourism. Converting charter flights from China to scheduled service
will significantly enhance the attractiveness of the destination for tourism development.

FIGURE 3: VISITOR ARRIVALS MARKET SHARE — 2009 VS 2015
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Hotel Performance

Through the increase of visitor arrivals beginning in 2011, the Saipan hotel market
recovered after a rather difficult decade. At the onset of the Asian financial crisis in
1997, Saipan’s hotel performance peaked at RevPAR of $110.68. The region-wide crisis
had a major impact on the hotel market. Although Saipan hotels enjoyed improving
occupancy levels in the mid-2000s as the Japanese market recovered, another difficult
period ensued from 2006 to 2011. Occupancy levels remained below 65% over the six-
year period.
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FIGURE 4: HOTEL PERFORMANCE — 1992-2015
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The tourism industry started to gain momentum in 2012 when the number of Chinese
visitors began to skyrocket. In 2012, Saipan achieved occupancy of 73.1% and RevPAR
registered growth of 20.7%, reaching double-digit levels for the first time since 1996.
The growth in Chinese visitor arrivals kept its prominent impact on the hotel market in
2015. Saipan posted achieved occupancy of 97.4% and average rate of $150.10, a
respective 14.2 percentage points and 18.7% year-on-year growth compared to same
period in fiscal year 2014. Due to the late arrival of flights, Saipan hotels are also able to
manage back-to-back selling of the rooms, which further increases the occupancy. This
trend bodes well for the local tourism industry.

Market Supply

While visitor arrivals are increasing at an accelerating pace since 2012, hotel room
supply remained generally flat. As of 2013, there were total 2,327 hotel rooms in Saipan.
Most of the supply is located along the west coast of the island. Scattered along the
coastline, there are the Japanese culture inspired Mariana Resort and Aqua Resort in the
northern part, Hyatt Regency and Fiesta Hotel in the center, and water park resorts
Pacific Islands Club and World Resort in the south. There have been some minor
fluctuations in the hotel supply recently. Notably, the Palms Resort was acquired by
Korean company E-Land, in hopes to maintain Korean market presence and tourism for
the island. The resort closed in 2008 and began its renovation to reopen in April 2015.
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MAP: MAJOR HOTELS IN SAIPAN
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In addition, a Hong Kong listed
company Best Sunshine International
has secured gaming license for Saipan
and has planned for the construction
for a 2,000-room integrated casino
resort complex with a shopping mall.
This is set to further enhance the
current  Saipan  tourism  growth.
Tourists will be able to enjoy a new
tropical gambling destination in Asia.
Alongside the new gaming opportunity,
the addition of rooms will be able to
attract and provide for more tourists.

Saipan This significant investment in the local

tourism  industry has  attracted
numerous other investors looking to
accommodate increasing numbers of
Chinese visitors. Further development
of tourism resources and attractions
are set to greatly benefit the destination
experience.
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Conclusion

Saipan’s fading tourism industry was brought back to life by the Guam-CNMI Visa
Waiver Program in 2009. Chinese tourists began to venture out to Saipan, visiting a US
territory for the first time at relative convenience. Chinese and to some extent Korean
visitors provide strong demand and new business opportunities for Saipan and the
CNMI. As chartered flights from China are converted to scheduled service, the tourism
industry will be able to expand further. The integrated resort is spearheading supply
growth and further helps to diversify the destination’s attractions, while potentially
being a catalyst for more scheduled flights. As the destination develops more tourism
resources, inventory reaches critical mass and airlines grow more confident, the
prospects for the Saipan and wider CNMI tourism industry are turning positive.
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HVS.com

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 also publishes a wide range of
leading research, which can be found in our online
library.

The Hong Kong 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.

A hospitality enthusiast
Larissa Lam joined HVS
Hong Kong in 2015 as an
analyst. Graduated with a
Bachelor of Science degree
Cum Laude from Boston
University ~ School  of
Hospitality Administration,
Larissa seeks to facilitate HVS researches
and market studies with her prior
experience in Finance, Sales Revenue, and
Operations with several properties and
regional offices in Boston and Hong Kong.

Daniel ] Voellm,
Managing Partner HVS
Asia-Pacific, is based in
Hong Kong and has
provided advice in all
major markets across 18
countries in the region.
Daniel works closely with
key institutional and private owners of hotel
properties, financiers, developers and
investors, and has gained a strong
understanding  of  their  investment
requirements and approaches to assessing
the market value of investment properties.
Daniel further advises on property and
concept development and  strategy.
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