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Lahore poised to capture growth in 
Pakistan’s expanding tourism economy

GRAPH 3: Estimated Hotel Industry Market Size, FY2022 to FY2024
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Source Pakistan Credit Rating Agency (PACRA) – Hotel and Lodging Report 2024

MACROECONOMIC OVERVIEW
Pakistan’s economy has shown signs of 
stability with key macroeconomic indicators 
pointing to a more balanced and predictable 
environment. Inflation has eased, the fiscal 
position has improved, foreign exchange 
reserves have strengthened, and the industrial 
sector, supported by manufacturing and a 
consistent performance in IT services, has 
begun to operate on a steadier footing. 

According to the Pakistan Economic Survey 
FY2025, GDP grew by 2.7%, taking the size 
of the economy past the US$400 billion 
mark for the first time, with growth driven 
mainly by the industrial (4.8%) and services 
(2.9%) sectors. The fiscal deficit narrowed to 
2.6% of GDP while tax revenues rose by 26.3% 
to US$32.87 billion. 

The exchange rate also stabilized in FY2024, 
with the Pakistani rupee trading in a narrow 
band of PKR282 to PKR284 per US dollar, 
supported by firm action against speculative 
activity, careful management of imports, and 
the disbursement of US$3 billion under the IMF 
loan program. These steps helped transform 
the rupee from an underperforming currency 
in FY2023 into a relatively stable one in FY2024, 
reinforcing market confidence.

A controlled inflation outlook has brought 
welcome stability to monetary policy. Since 
June 2025, the State Bank of Pakistan has 
maintained the policy rate at 11%. Looking 
ahead, the MPC projects inflation to settle 
within the medium-term target range of 5% to 
7% in FY2026, supporting sustainable growth, 
investment, and continued improvement in 
macroeconomic stability.

CITY PROFILE
Lahore District, with a population of about 
13 million as per census 2023 is Pakistan’s 
second-largest city and its cultural capital. 
The division’s population has been growing 
at around 2.7% annually, with over 70% 
of residents living in urban areas. This 
underscores strong demand for housing, 
infrastructure, and services. The city’s 
roughly 3.5 million households, with an 
average size of 6.5 people, provide a large 
and dynamic labor force engaged in services, 
technology, manufacturing, and trade.

Lahore has become a key hospitality 
hub catering to business travelers, 
tourists, conferences and exhibitions. 
Major infrastructure investments, such as 
Metrobus, Orange Line Metro Train, new 
flyovers, underpasses, and the planned Metro 
Bus Green Line extension have enhanced 
connectivity to key commercial and residential 
areas supporting new hotel and mixed-use 
developments. 

Improved digital booking platforms have 
further boosted accessibility and occupancy 
by making it easier for travelers to compare 
options and make reservations. Together with 
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GRAPH 2: Pakistan Inflation Rate, FY2018 to FY2025
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Lahore’s hotel market is entering 
a high-growth phase, powered 
by expanding tourism, stronger 
connectivity, and a steady flow 
of business and leisure travelers. 
Improving occupancy, rising room 
rates, and a growing pipeline of 
branded hotels underscore the city’s 
emergence as one of Pakistan’s most 
attractive destinations for hospitality 
investment.

Pakistan’s rising position in global travel and 
tourism competitiveness indices, these trends 
are strengthening Lahore’s role as a leading 
destination for both business and leisure, 
anchored by vibrant districts such as Gulberg, 
Johar Town, and MM Alam Road.

HOSPITALITY INDUSTRY
Projections indicate that Pakistan’s tourism 
and hotel industry will register a CAGR of 
over 6.75% from 2025 to 2029, with market 
size expected to reach around US$5.53 billion. 
Lahore’s improving infrastructure, strong 
road and metro connectivity, and flight 
traffic back to pre-pandemic levels at Allama 
Iqbal International Airport have helped in 
recovering hotel demand. 

Nationally, the hotel industry’s contribution 
to GDP has increased from 1.3% in FY2022 to 
1.5% in FY2024, while estimated market size has 
grown from US$2.91 billion to about US$5.36 

billion over the same period momentum from 
which Lahore, as one of the country’s largest 
and most active hotel markets, directly benefits.

LAHORE’S HOTEL MARKET 
OVERVIEW
Investors view Lahore’s hotels as attractive 
income-generating assets, supported by 
rising occupancy, improving average daily 
rates, growing domestic tourism, and 
the city’s long-term positioning as one of 
Pakistan’s most important business and 
tourism destinations. Demand for quality, 
internationally branded and well-managed 
hotels is strong across business districts and 
key corridors such as the Ring Road, Gulberg, 
DHA, and along major transport routes.

LAHORE’S HOTEL MARKET 
DYNAMICS
Existing Supply
Lahore’s hotel market consists of 
approximately 4,000 rooms, with most 
supply concentrated in the 3-star and 4-star 
categories. Around 32% of rooms are in 
5-star hotels, 30% in 3/4-star properties, 
and 38% in licensed guest houses, reflecting 
a predominantly mid-tier market with a 
sizeable upscale segment.

In the 5-star segment, PC Lahore remains 
the largest luxury hotel with 605 rooms, while 
Avari Lahore, Nishat Hotel, and Royal Swiss add 
to the premium inventory. On average, 5-star 
hotels have about 322 rooms, compared to 100 
rooms for 3- and 4-star hotels, indicating a few 
large full-service properties complemented by a 
broader base of smaller and boutique hotels. 

Quality 4- and 5-star assets are located along 
key corridors such as Egerton Road, Gulberg, 
Mall Road, Johar Town, and near the airport, 
benefitting from strong visibility and access 
from multiple arterial roads.

Performance indicators point to a strong 
recovery and healthy underlying demand. 
Comparable hotels’ average daily rate (ADR) has 
risen from roughly US$50 in FY2017 to about 

GRAPH 4: Hotel Industry Contribution to GDP, FY2022 to FY2024
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GRAPH 5: Total Number of Rooms in Different Hotel Categories in Lahore, Q3/2025
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GRAPH 6: Average Comp ADRs and Occupancies, 2017 to FY2024
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• �MICE and Events: The city regularly 
hosts meetings, incentives, conferences, 
exhibitions, trade shows, and official 
summits, generating repeat demand for 
quality rooms, business hotels, and event-
oriented facilities.

• �Increased Demand for Local Tourism: 
Depreciation of the PKR during FY2023-
FY2024 caused a shift from international 
tourism to domestic tourism.

• �Infrastructure and Connectivity: The city 
is a prominent stop for individuals traveling 
to Northern Pakistan. The development of 
road infrastructure, particularly motorways 
and highways, is promoting a growth in 
road-trip tourism which will be translating 
into higher demand in the future. 

• �Sports and Religious Tourism: The return 
of international cricket events and Pakistan 
Super League (PSL) matches, along with 
Lahore’s rich heritage and religious sites, 
has boosted occupancy and room revenues, 
supported by strong domestic tourist flows.

• �Government Initiatives: Pakistan’s new 
tourist-friendly visa framework, allowing 
visitors from over 120 countries to receive 
fast-track visas, is expected to further 
stimulate inbound tourism and support 
long-term hotel demand.

MARKET OUTLOOK
The outlook for Lahore’s hotel market remains 
positive, supported by expanding tourism, 
stronger connectivity, and resilient business 
travel. Pakistan’s tourism and hotel industry 
is expected to reach US$5.53 billion by 2030. 
Lahore is well positioned to capture this 
growth, aided by better infrastructure, rising 
passenger traffic, improved transport networks, 
and a more tourist-friendly visa regime.
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US$91 in FY2024, while average occupancy, 
which dropped to around 40% in 2020 due to 
COVID, has rebounded to approximately 64%. 
Despite a steady rise in supply, occupancy rates 
continue to be influenced by seasonality, major 
business events, and broader tourism trends. 

For Lahore’s 4/5-star segment specifically, 
occupancy typically hovers around 70% to 80%, 
spiking further during high-profile events such 
as PSL matches. This performance, coupled 
with strong locations and diversified demand 
drivers, positions Lahore’s hotel assets as 
attractive, income-generating investments 
with potential for further growth as new supply 
comes onstream.

Upcoming Supply
New 4/5-star projects, including Hyatt 
Regency and Serena Lahore, are expected 

to further deepen the upper-upscale 
segment. Over the medium term, however, 
infrastructure improvements and stronger 
international connectivity are expected 
to underpin additional room demand 
and justify further investment in quality 
inventory.

Existing Demand
Hotel demand in Lahore is primarily driven by:

• �Business and Leisure Travel: Lahore is a 
pivotal center for commercial, cultural, 
and academic activities, attracting 
corporates, officials, and tourists. Its lively 
startup ecosystem and growing presence 
of multinationals and major corporations 
translate into steady corporate hotel 
demand.
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