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Indonesia Hospitality

Hotel operators maintain optimism
heading into the second half of 2025

INDONESIAN ECONOMIC
INDICATORS

Indonesia’s economic growth in Q3/2025was ~ performance, supported by resilient domestic
demand, sustained consumer spending, and rising
household consumption. Increased expenditure
on accommodation and F&B has reinforced the
hotel sector’s role as a key contributor to GDP
growth, particularly within services.

Indonesia’s stable economy continues to
have positive implications for hotel market

at 5.04% YoY supported by strong domestic
demand and a good export performance,
resilient investment, and government
spending. From the domestic demand side,
household consumption grew 4.89% Yoy,
in line with increasing population mobility,
growth in digital transactions, and support
from government policies. Meanwhile,
government consumption grew 5.49%, with
spending on goods and personnel growing
19.3% and 9.0%, respectively.

INDONESIA’S TOURISM SECTOR:
GROWTH MOMENTUM AND FUTURE
OUTLOOK

Foreign tourist arrivals in Indonesia rose by
11.19% YoY to 1.33 million in October 2025.

GRAPH 1: Indonesia’s GDP Growth, 2018 to @3/2025
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GRAPH 2: Number of Foreign Tourist Arrivals, January 2025 to October 2025
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During the first nine months of 2025, total
arrivals increased 10.32% to 12.76 million,
approaching the total target in 2025 of 14 to
15 million foreign arrivals. Foreign tourists
were dominated by tourists from ASEAN
countries at 35.22%, followed by other Asian
regions at 27.57%.

The tourism sector plays a strategic
role in Indonesia’s economic growth
with a contribution of about 3.96% to
GDP in Q3/2025. This has led an increase
in related business sectors including
Corporate Services (including travel
agency and bureau activities), Other
Services (entertainment and recreation),
Transportation and Warehousing (including
tourist transportation), and Accommodation
and Food and Beverage such as hotels,
guesthouses, restaurants, and cafes.

Tourism revenue in Indonesia increased
to US$5,624 million in Q3/2025 from
US$4,390.10 million in the previous quarter.
During the 2010-2025 period, quarterly
tourist revenue averaged US$2,638.65
million, hitting a high of US$5,624 million in
Q3/2025 (see Graph 3).

The Ministry of Tourism has introduced
various programs and incentives to maintain
the momentum of economic growth,
including two initiatives in the tourist
sector, such as the Government-borne PPh
21 incentives for workers in the tourism
sector and the internship program. Ahead
of the 2025/2026 Christmas and New Year
period, the government has introduced
a series of travel incentives to stimulate
domestic tourism, such as airfare discounts
of 13% to 14%, a 30% reduction on rail travel,
the removal of port service charges for
ferry crossings, and a 20% discount for sea
transportation fares. These are expected to
accelerate domestic travel activity, providing
adirect boost to the tourism sector and
reinforcing demand for hotel accommodation
across the country.

HOTEL MARKET PERFORMANCE IN
MAJOR CITIES

Hotel market performance in 2025 weakened
significantly compared to 2024, primarily
due to a sharp reduction in government-
related activities, which is historically
recorded as the largest demand driver.
Entering Q4/2025, government-led MICE
activity has begun to rebound as ministries
accelerate budget absorption toward
year-end. Foreign arrivals also continue to
strengthen, with 12,759,172 international
visitors recorded as of October 20235.
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The hotel market faced some challenges
in 1H/2025, particularly in business-driven
cities and established large-scale MICE hubs
such as Jakarta and Surabaya. The decline
in government demand prompted operators
to pivot toward corporate and individual
travelers. Meanwhile, cities with strong
tourism fundamentals performed relatively
better, supported by diversified demand
sources.

In Jakarta and Surabaya, hotel strategies
have increasingly emphasized digital
promotions, social events, and leisure-
oriented packages to offset lost government
MICE revenue with domestic leisure
demand and OTA-driven bookings. Four-
and five-star hotels have broadened their
revenue mix by targeting weddings, large

Indonesia’s hotel market revealed

a mixed performance at the end of
2025, pressured by a sharp decline in
government demand earlier this year,
but with market sentiment improving
in the second half as corporate, FIT,
MICE, and tourism began to recover.

GRAPH 3: Tourism Revenue in Indonesia, @3/2024 to Q3/2025
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GRAPH 4: Hotel Market Performance in Major Cities, @3/2024 to Q3/2025
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social gatherings, and family events while
still maintaining a focus on the upper and
premium market segments.

Bali and Bandung continue to stand out
as major markets supported by substantial
tourism demand. In Q3/2025, Bali’s
hotel occupancy reached exceptionally
strong levels, with demand dominated
by international visitors. Luxury hotels,
particularly in Bali, are gaining strong
traction with their focus on sustainable
practices and authentic local experiences,
reflecting a shift in consumer preferences
towards a more environmentally conscious
lifestyle. Several five-star properties report
that foreign guests represent up to 97% of
total room nights, with Australia, South
Korea, Europe, and the United States serving
as key source markets. Most arrivals are
individual and family leisure travelers, largely
booking through Online Travel Agents and
favoring beachfront and resort destinations.

Similarly, Bandung’s hotel demand has
shifted away from its previous reliance on
government and corporate bookings toward
family and individual leisure segments.
Families now represent the primary demand
driver, particularly on weekends, as Bandung
remains a preferred domestic tourism
destination for residents of Greater Jakarta
and West Java.

In terms of pricing, room rates have
remained relatively flat despite improving
occupancy levels. The priority for hotel
operators has shifted from rate escalation
to protecting occupancy and maintaining
steady cash flow amid intense competition
and subdued government and corporate
spending. Beyond pricing strategies, hotels
are enhancing their value proposition by
offering more experiential packages such as
all-you-can-eat dining promotions, family
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packages, and bundled staycation offers with
additional facilities and services.

OUTLOOK
Entering Q4/2025, the government is optimistic
that national tourism performance will
strengthen further, supported by the Christmas
and New Year holidays. Ahead of that, the
government is also preparing a stimulus in the
form of travel incentives through discounts on
land, sea, and air transportation to encourage
increased domestic tourism.

Household consumption is showing signs
of recovery ahead of the 2025/2026 Christmas
and New Year period. This uplift is expected
to support hotel revenues towards the year-
end, as the holiday season typically represents

the sector’s peak period and may help offset

the occupancy decline witnessed since early

2025. Government incentives in the form of

hotel tax discounts could further stabilize
occupancy levels, although their effectiveness
will depend on smooth implementation. The
government continues to strengthen development
strategies, promotional efforts, and cross-sector
collaboration to build a more inclusive and
sustainable tourism ecosystem.

Indonesia’s hotel market outlook for 2026
remains optimistic, supported by a strengthening
investment pipeline (potentially reaching US$150
million), driven by the recovery in tourism
and sustained government support. Investor
interest is anchored by a strong performance
in two core markets. First, Bali continues to

demonstrate a robust recovery, underpinned

by exceptionally strong fundamentals in the
luxury segment. Performance in this segment

is reportedly surpassing other regional luxury
destinations, including Phuket and Koh Samui in
Thailand. Second, Jakarta maintains its strategic
importance as the nation’s primary gateway,
with notable growth in average daily rates and
arising volume of government and corporate
MICE events. Together, these markets form

the backbone of Indonesia’s improving hotel
investment landscape.

SaVIHS For more information about this report, please contact us

Savills Indonesia
Kevin Murtagh

President Director

+62 2129329380
kevin.murtagh@savills.co.id

Savills Research

Tommy Henria Bastamy
Senior Director, Research &
Consultancy, Indonesia

+62 2129329380
tommy.bastamy@savills.co.id

Simon Smith

Regional Head of Research
& Consultancy, Asia Pacific
+852 2842 4573
ssmith@savills.asia

Savills plc: Savills plc is a global real estate services provider listed on the London Stock Exchange. We have an international network of more than 600 offices and associates throughout the Americas, the UK,
continental Europe, Asia Pacific, Africa and the Middle East, offering a broad range of specialist advisory, management and transactional services to clients all over the world. This report is for general informative
purposes only. It may not be published, reproduced or quoted in part or in whole, nor may it be used as a basis for any contract, prospectus, agreement or other document without prior consent. While every effort has
been made to ensure its accuracy, Savills accepts no liability whatsoever for any direct or consequential loss arising from its use. The content is strictly copyright and reproduction of the whole or part of it in any form
is prohibited without written permission from Savills Research.

savills.co.id/research-and-news/research.aspx



