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Australia Hospitality

Tourism rebound fuels market recovery

GRAPH 1: Total Return by Property Sector, MSCI Global Property Index, Q1/2023
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GRAPH 2: Growth in Inbound Short-term Visitor Arrivals and International Spend in

Australia, 2010 to 2029
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GRAPH 3: Growth in Short-term Visitor Arrivals to Australia by Country, 2025 to 2029
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AUSTRALIA A MAGNATE FOR
TOURISTS

Australia’s hospitality sector is increasingly
a focal point for investors, underpinned by
the ongoing recovery in tourist activity,
strong hotel trading performance, and global
volatility reinforcing Australia’s appeal as an
investment destination.

SAFE HAVEN INVESTMENT
DESTINATION

Instability overseas reinforces Australia’s
appeal as a safe haven investment destination
for offshore investors. Trade tensions are likely
to lead to more segmented capital flows across
the globe, with global investors potentially
diversifying away from the US, and APAC
capital more likely to stay within the region.
Major Australian markets are viewed as
among the most attractive in the region. The
depreciation of the Australian dollar against
most major currencies in recent years adds
to Australia’s appeal, both as a tourist and
investment destination.

Hotels have proved to be a relatively stable
and resilient asset class in the face of the shift
to higher interest rates over 2022 and 2023.
Globally, hotel assets posted the strongest
total return of the major commercial property
sectors in 2024 at 6.0%, compared to 5.8% for
retail, 4.4% for industrial, and -2.2% for office
assets. This relatively strong performance
reflects both the repricing in hotel assets
at the onset of the pandemic and strong
income returns due to the sharp rebound in
tourism and hotel demand.

The rebound in Australia’s tourism
industry since mid-2022 continues apace.
Annual short-term visitor arrivals' into
Australia increased by 7% over the year to
March 2025 to 8.3 million, while the number
of tourist arrivals® rose by 11% to 3.6 million
over the same period.

Despite rising strongly since 2022, short-
term visitor arrivals are yet to fully recover
from pandemic border restrictions — annual
arrivals over the year to March 2025 were
still 129% below December 2019 levels, while
tourist arrivals were 19% lower.

Tourist activity is expected to grow
strongly over the medium term. Tourism
Research Australia forecasts that
international arrivals will grow by 7.2% in
annual average terms over the five years to
2029 compared with 6.5% average annual
growth between 2015 and 2019, and 4.5%
between 2010 and 2014.

1 Visitors who nominated tourism as the main reason for their
visit to Australia accounted for 44% of total short-term visitor
arrivals over the year to March 2025, while those visiting
friends or relatives made up 34%. International students and
business travellers each accounted for around 6% of arrivals.
2 Arrivals who nominate a holiday as their main reason for
travel.
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Asia will be the key driver of growth in
international visitor arrivals. Visitors from the
Chinese Mainland and Malaysia are expected
to increase by nearly 14% per annum over the
five years to 2029, while arrivals from Hong
Kong and Japan are predicted to grow by
around 9% over the same period. Overall, Asia
will account for 60% of the growth in visitor
arrivals over the next five years, led by China,
Japan, Malaysia, and India.

EXPANDING AIR CAPACITY
HELPING GROWTH

New flight routes and increased air capacity
are facilitating growth in international
tourism. Flight capacity (number of seats
across all carriers) between Australia and
India is now 346% of pre-pandemic levels,

Australia’'s tourism sector will benefit
from strong growth in international
visitors over the medium-term,

while domestic tourism activity will
be boosted by stronger growth in
household income and consumers
prioritising travel and hotel spending
in their consumption patterns.

GRAPH 4: Growth in RevPAR, Jan-Apr 2025 vs Jan-Apr 2024
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GRAPH 5: Restaurant and Hotel Spending and Total Consumer Spending, 2010 to 2030
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according to Flight Centre Travel Group,
well above the global average of 103%.
Connectivity between Australia and other
counties across Asia has also risen markedly,
with air capacity to Vietnam at 263% of
pre-pandemic levels, South Korea (153%),
Indonesia (128%), and Singapore (107%).

TOURIST INFLUX TO DRIVE REVPAR
Stronger tourist inflows bode well for hotel
operating performance. Average revenue per
available room (RevPAR) across Australia rose
by 3.3% over April 2025 YTD compared with
the previous corresponding period last year.
RevPAR growth was particularly strong in
Brisbane, Perth, Far North Queensland, and
the Melbourne and Sydney luxury segment.

Higher RevPAR reflects a combination of
rising hotel occupancy and growth in average
daily room rates (ADRs). Average occupancy
across Australia increased by 2.4% over
April 2025 YTD compared to the previous
corresponding period to 72.5%. Average ADR
rose by 0.9% over the same period.

With growth in ADR moderating after
rising strongly over the past couple of years,
rising hotel occupancy - on the back of
increasing international tourist traffic - is
expected to make a greater contribution to
RevPAR growth over the next few years.

CONSUMERS PRIORITISING
RESTAURANT AND HOTEL
SPENDING
Hotel performance will also be supported
by stronger growth in household disposable
income this year, which will boost consumer
spending and domestic tourism spend.
Moderating inflation, wage growth, tax cuts,
and lower interest rates are driving a recovery
in real household incomes from 2023 lows.
The RBA predicts growth in real household
disposable income will accelerate to 2.6% in
2025, up from 1.9% in 2024. Stronger growth
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GRAPH 6: City and Regional Hotel Investment Volume, 2013 to 2024
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in household income is expected to underpin a
rebound in real household consumption, which
is expected to grow by 1.9% in 2025 — more than
2.5 times the 0.7% growth rate in 2024 - before
strengthening further to 2.6%in 2026.

The stronger outlook for consumer spending
is particularly beneficial for the tourism sector
with consumers continuing to prioritise
restaurant and hotel spending in their
consumption patterns. Spending at restaurants
and hotels has outpaced overall consumer
spending since coming out of pandemic era
restrictions in 2022. Oxford Economics
predicts that restaurant and hotel spending
will continue to outpace total consumer

Source Savills Research

spending for the rest of the decade, a notable
contrast to the 2010s where restaurant and
hotel spending and overall consumer spending
grew at broadly the same pace.

INVESTMENT MARKET

RECOVERY WITH CAPITAL CITIES
INCREASINGLY IN FOCUS

While elevated uncertainty around the global
outlook amid trade tensions and geopolitical
volatility will likely curtail investment activity in
the short-term, the shift to lower interest rates
(and the prospect of further cuts) is boosting
investor sentiment and will drive a recovery in
investment activity over the next few years.

Savills expects major capital cities will
increasingly be a focus for investment in
2025 due to their high exposure to growth
in international tourism. This would mark a
significant shift in activity from 2024 where
regional hotel assets accounted for a relatively
high share of total investment volume at 33%,
the highest level since 2018 and second highest
share over the past decade.

HOTEL TRADING CONDITIONS
REMAIN STRONG

Australia’s tourism sector will continue to
benefit from strong growth in international
visitors over the medium-term, particularly
from Asia. Domestic tourism activity will
also be supported by stronger growth in
household income and consumer spending,
with consumers expected to continue to
prioritise travel and hotel spending in their
consumption patterns.

While ADRs are moderating, rising
occupancy is playing a greater role in driving
RevPAR growth. The sector’s stable income
profile, combined with the ability to adjust
pricing daily in response to demand, continues
to attract investor interest—especially in the
context of global uncertainty.

Australia’s relative economic and political
stability further enhances its appeal to offshore
capital. A competitive exchange rate and
growing segmentation in global capital flows
are likely to support increased cross-border
investment, with investor focus concentrated
on capital city assets that offer strong
exposure to international tourism growth.
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