savills

SPOTLIGHT

JAPAN
HOSPITALITY .

HOSPITALITY - JAPAN - FEBRUARY 2026




KEY TAKEAWAYS

Inbound tourism numbers
reached 42.7 million visitor
arrivals in 2025, on track to reach
the government’s target of 60
million visitors by 2030.

Despite recent slower arrivals
from China amid bilateral
headwinds, inbound tourism
remained resilient, supported by
growth from other regions and
minimal impact from individual
Chinese travellers.

ADRs have continued to
strengthen in 2H/2025, and as
occupancy gradually recovers to
pre-pandemic levels, the RevPAR
index also trends higher.

Accommodation expenditure among
inbound visitors recorded the
largest growth from 2019 to 2025
compared with other expenditure
categories, driven by a shift
towards experience-based travel.

Hotel investment volumes
reached JPY820 billion in 2025.
While this is 33% lower than

the record levels seen in 2024,

it remains elevated overall.
Additionally, these figures are
preliminary and likely to increase.

The luxury hotel segment in Japan
has gained traction in recent years,
though supply remains limited.
Tokyo’s ADR for luxury hotels now
ranks among the highest alongside
major cities such as London, New
York, and Singapore in 2025.
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Record inbound tourism
fuels hotel sector growth

Japan’s hotel sector remained strong in 2025, with
ADR and RevPAR at record highs and occupancy
inching towards pre-pandemic levels. Growth is
expected to continue in 2026, albeit at a more

moderate pace.
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Introduction

The hotel sector continued its strong
momentum over the past half year

in 2H/2025. The Average Daily Rates
(ADR) and Revenue per Available Room
(RevPAR) indices continue to reach

new highs, with occupancy gradually
returning to pre-pandemic high levels. As
hotels continue to streamline operations
and ramp up hiring and training efforts,
occupancy is expected to continue
improving. Inbound tourism to major
cities like Tokyo and Osaka is expected to
remain strong, while regional destinations
are likely to capture an increasing share of
demand from repeat visitors seeking new
experiences, supporting continued growth
in the hospitality sector.

Inbound tourism reached a record
high of 42.7 million visitors in 2025
and is on track to reach the Japanese
government’s goal of 60 million visitors
by 2030. While arrivals from China have
softened in recent months amid bilateral
headwinds between China and Japan,
overall inbound tourism performance has
remained resilient, supported by continued
growth from other regions. In addition, the
impact from individual Chinese travellers
appears to be minimal, with hotel bookings
during the Lunar New Year period in 2026
higher than last year. China accounted for
around 30% of Japan’s inbound visitors
in 2019, though this share has declined to
19% in 2024 and 21% in 2025 (Figure 1).
Against this backdrop, hotel properties

FIGURE 1: INBOUND VISITORS BY REGION, 2019 VS 2024-2025
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FIGURE 2: LIMITED-SERVICE HOTEL ADR AND REVPAR PERFORMANCE,
2014 - 2H/2025
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Source: J-REIT disclosures, Savills Research & Consultancy
Note: Occupancy is calculated based on the total number of rooms each month.

with higher dependency on Chinese tour should provide a good proxy for the overall
groups have appeared more vulnerable to
vacancy pressures in light of the political

developments since November 2025,

budget segment market trend in Japan?.

J-REIT hotels extended their streak of
unabated growth in 2H/2025. As shown in
Figure 2, the ADR index for limited-service
hotels rose by 11.6 percentage points (ppts)
half-year-on-half-year (HoH), and 22.9ppts
year-on-year (YoY). Similarly, the RevPAR
index climbed by 7.8ppts HoH and 24.8ppts
YoY. The demand for hotels has been
largely driven by the consistently strong

whereas hotels with more diversified
international customer bases have generally
experienced little to no disruption.

Hotel Market Performance

Savills tracks the performance of over 150
hotels owned by six J-REITs' to analyse
market trends. Our analysis focuses on
limited-service hotels; full-service and resort inbound tourism growth. Furthermore,
properties are excluded due to limited
data. Given that most of the existing hotel

stock is in the limited-service category, this

while overall inbound expenditure per
person increased by more than 40% from
2019 to 2025, accommodation expenditure
saw the largest growth at 77% over the

1 The six J-REITs consist of Japan Hotel REIT, Invincible Investment,
Hoshino Resorts REIT, Ichigo Hotel REIT, Nippon Hotel & Residential
REIT, and Kasumigaseki Hotel REIT. The latter two were added in
2H/2025. Since new samples are added when J-REITs acquire
hotels, the sample size and composition may change marginally
between survey periods.

2 Inthis report, Tokyo accounts for over 25% of the sample hotels
while Kansai and other Kanto prefectures account for about 15% and
10%, respectively.

FIGURE 3: AVERAGE EXPENDITURE PER INBOUND VISITOR BY CATEGORY,
2019 VS 2024-2025
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Japan’s hotel sector
remained strong in
2025, with ADR and
RevPAR at record highs
and occupancy inching
towards pre-pandemic
levels.
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same period, outperforming all other
categories (Figure 3). The services and
entertainment and dining categories also
recorded strong growth, rising by 61%

and 45%, respectively, while the shopping
category saw the smallest increase at 14%.
This divergence reflects a shift in inbound
visitor consumption patterns towards
authentic Japanese cultural and experiential
offerings, boding well for sustained demand
in the hotel sector.

Occupancy has continued to
improve over the past half year, rising
by 0.6ppts HoH to 84.8%, gradually
approaching pre-pandemic peak levels.
While the labour shortage has somewhat
constrained the hotel sector, especially
in regional areas and resort destinations,
various countermeasures have been
implemented, most notably, improvements
in compensation and working conditions.
Furthermore, the Japanese government
has been ramping up efforts to welcome
foreign labour to tackle the labour shortage
issue. According to the Ministry of Health,
Labor and Welfare, the number of foreign
workers in hospitality and dining reached
320,000 people as of October 2025, 17%
higher than the previous year and 55%
higher than the same period in 2019. In
recent years, hotels have increasingly
adopted leaner staffing models to reduce
reliance on labour. This has been facilitated
by greater outsourcing of cleaning
functions, and increased use of technology
such as self-service check-in kiosks and
automated luggage storage lockers. Among
hotel chains, cluster-based operations
have also become more prevalent, under



Growth is expected to
continue in 2026, albeit

at a more moderate
pace.
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which a single general manager now
oversees multiple hotels within the same
area, rather than a single property. With
various measures implemented to address
labour shortages, hotel occupancy should
continue to improve.

Major tourist hubs, such as Tokyo,
Osaka, Kyoto, and Fukuoka saw strong
annual improvements in ADR and RevPAR
with Osaka performing particularly well,
supported by Expo 2025. Regional markets
such as Okinawa, Chubu, Chugoku, and
Shikoku also saw annual improvements,
indicating that visitors are increasingly
venturing beyond major tourism hubs in
search of new experiences. Regional areas
are expected to sustain positive growth,
supported by government efforts to
address overtourism through strengthened
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FIGURE 4: NUMBER OF LUXURY HOTELS BY COUNTRY/REGION, 2021 VS 2025
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infrastructure, improved transportation,
and enhanced marketing initiatives to
better prepare for and attract visitors to
local destinations. Looking ahead, hotel
sector growth is expected to be moderate
in 2026, supported by robust underlying
fundamentals. Japan remains a top global
tourism destination and is well positioned
to attract continued inbound demand,
underpinned by favourable exchange rates
and its rich cultural offerings.

Japan’s Luxury Hotels Among The World’s

Top Performers

Luxury hotels in Japan have gained
significant traction in recent years. ADRs
for luxury hotels in Tokyo now rank among
the highest globally, even surpassing other
major high-cost metropolitan cities. This
performance is driven by multiple factors

FIGURE 5: NUMBER OF LUXURY HOTELS BY CITIES, 2021 VS 2025
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Source: Five Star Alliance, Savills Research & Consultancy

such as the lower existing stock of luxury
hotels, robust growth in inbound tourism,
the weakened yen, and a growing shift

in visitor spending towards experiences
unigue to Japan, including accommodation.
Overall, the luxury segment recorded the
strongest ADR growth among the hotel
segments, supported by relatively price-
inelastic demand and a greater ability to
pass through rate increases.

According to Five Star Alliance, Japan
had just over 60 luxury hotels in 2025
(Figure 4). By city, Tokyo alone accounts
for more than 30 luxury hotels, which
remains relatively small in comparison with
major Western markets such as New York
and London (Figure 5). Notably, despite its
smaller luxury hotel base, Tokyo's ADR for
luxury hotels in 2025 reportedly surpassed
that of London and New York, reflecting
the city’s strong pricing power at the top
end of the market. Luxury hotels in Tokyo
represent less than 10% of the city’s total
hotel stock, whereas luxury supply in New
York and London comprises approximately
25% and 15%, respectively.

As the luxury hotel market becomes
increasingly competitive, new luxury
brands entering Japan are seeking to
differentiate themselves through higher
value-added offerings. These include
enhanced wellness facilities such as gyms,
saunas, and spas, as well as sustainability
initiatives, including the use of recycled
construction materials and zero food-
waste programmes. For instance, the
Waldorf Astoria brand, which made
its Japan debut in April 2025 with the
opening of the 252-key Waldorf Astoria



Osaka, established a new benchmark in
Osaka’s ultra-luxury segment by achieving
ADRs of over JPY100,000 per night. This
positioning is supported by high-quality
amenities, including a comprehensive spa,
premium dining concepts, and spacious,
design-led guestrooms. In addition to
differentiation via value-add services,
operators are maintaining strong brand
discipline by abstaining from discounting
rooms even in times of high vacancies

to preserve brand image. In this context,
guest loyalty programmes are playing an
increasingly important role in supporting
occupancy, offering lower redemption
thresholds during off-peak periods while
rewarding repeat customers. The ability

to earn and redeem loyalty points globally
further reinforces demand for international
luxury brands in Japan.

Meanwhile, labour shortages continue
to affect the luxury segment more
acutely, despite higher average wages,
due to the specialised skill requirements
for roles such as well-trained chefs and
concierge staff. That said, younger workers
entering the hospitality sector tend to
favour established luxury brands, which
are perceived to offer stronger career
credentials. As a result, the ability of

leading brands to effectively train, develop,

and retain talent will be increasingly critical
going forward.

Investment

Hotel transaction volumes in 2025 were
33% lower compared to the record high
seen in 2024 but remain elevated overall
reaching JPY820 billion. That said,
these figures remain preliminary and are
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FIGURE 6: HOSPITALITY SECTOR INVESTMENT VOLUMES BY INVESTOR
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expected to increase as more transactions
are confirmed. Domestic investors were
particularly active in 2025, with J-REITs and
other listed companies comprising roughly
one-third of all hotel deals in 2025, a 10%
increase compared to 2024. (Figure 6).

In November 2025, Japan Hotel REIT
reportedly acquired the 712-key Hyatt
Regency Tokyo for over JPY120 billion.
Elsewhere, Hulic Reit, Inc. acquired
the Asakusa View Hotel in September
2025 for JPY38.0 billion. The number of
guestrooms in the hotel is expected to
expand to 315 after renovations to the
top floor are completed in autumn of
2026. In a portfolio transaction, Invincible
Investment Corporation acquired ten
hotels and resorts for JPY34.3 billion. The
properties are located in regional areas
near major transport and tourism hubs and
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offer unigue experiences. Another notable
transaction was ORIX JREIT’s acquisition
of Holiday Inn Express Osaka City Center
Midosuji in October 2025 for JPY22.5
billion. The hotel located on Midosuji has
a total GFA of over 10,000 sg m which
houses 304 guestrooms.

While J-REITs were visibly active in
2H/2025, domestic and international
investors also remained active in the
sector. In October 2025, ML Estate
acquired the 206-key Citadines Central
Shinjuku Tokyo for JPY25.0 billion.
Elsewhere, Blackstone acquired the
256-key Bespoke Hotel Shinsaibashi for
JPY14.0 billion, adding to Blackstone’s over
JPY200 billion hotel portfolio in Japan and
underscoring foreign investor interest in
Japan’s hospitality sector.

TABLE 1: SELECTED INVESTMENTS TRANSACTIONS ANNOUNCED IN 2H/2025

APPROX. PRICE PRICE PER KEY

PROPERTY NAME (JPY BIL) (JPY MIL) CAP RATE LOCATION BUYER
Hyatt Regency Tokyo Over 120 169 - Tokyo Japan Hotel REIT
Asakusa View Hotel 38.0 121 3.7% Tokyo Hulic REIT
Citadines Central Shinjuku Tokyo 25.0 121 = Tokyo ML Estate
AT W S B e el 225 74 3.5% Osaka Orix JREIT
Bespoke Hotel Shinsaibashi 14.0 54.7 = Osaka Blackstone

Source: J-REIT disclosures, Nikkei RE, Mingtiandi, Savills Research & Consultancy
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New hotel supply is expected to remain
constrained, as rising land, construction,
and material costs continue to impede new
development activity. Against this backdrop,
existing hotel stock offers meaningful
opportunities for value creation through
repositioning and rebranding. For instance,
AB Capital’s acquisition of two hotels in
Osaka, both completed in August 2025, will
undergo renovations and be repositioned
under Marriott’s mid-scale City Express
brand. Through this repositioning, the hotels
will gain access to the Marriott Bonvoy
loyalty platform and be better positioned
to capture the consistently growing
inbound tourism demand. The transaction
highlights the value-creation potential of
brand conversion strategies within the mid-
scale segment, where relatively new stock,
constructed within the past five years, is
acquired and rebranded to enhance value
while minimising capital expenditure.

The segment catering to large travelling
groups remains relatively underdeveloped in
Japan, and rising inbound tourism is likely to
generate demand for such accommodation
particularly among families and group
travellers, supporting the segment’s future
growth prospects. Reflecting this demand,
Kasumigaseki Hotel REIT’s portfolio largely
focuses on multi-occupancy hotels designed
to accommodate groups of four to six, and
in some cases up to eight guests per room,

many of which are located in regional areas.

Outlook

The hotel sector has extended its positive
momentum in 2025, reflected by the
continuous growth in ADR and RevPAR.
Occupancy rates also continue to inch
towards pre-pandemic high levels amid
strong inbound tourism. While labour
shortages remain an issue, partly due to
below-average wages compared to other
industries, increased foreign labour, the
adoption of technology, and leaner staffing
models have aided operational efficiency,
with improvements seen in occupancy and,
consequently, RevPAR. Inbound arrivals
easily surpassed 40 million in 2025, putting
Japan on track to welcome 60 million visitors
by 2030. Looking ahead, repeat travellers are
likely to expand their travel beyond the major
cities, with support from local government
initiatives, presenting compelling
opportunities for growth in regional markets.

Major events are also expected to
support tourism demand, exemplified by
the Osaka Expo, which attracted close
to 26 million visitors, exceeding its initial
ambitious target of 25 million. Looking
forward, several major international
competitions will be held in Japan this
year, headlined by the 2026 Asian Games,
scheduled from mid-September to early
October. While the majority of events will
take place in Nagoya and cities across Aichi
prefecture, select competitions will also
be hosted in Shizuoka and Gifu, potentially

extending the economic benefits of the
games to the wider Chubu region. The
World Baseball Classic will also be held in
March this year, with a portion of pool play
taking place in Tokyo. Following the record-
breaking attendance recorded at the 2023
tournament, strong interest is expected once
again. Beyond major events, new attractions
such as the Tokyo Dream Park and MoN
Takanawa: The Museum of Narratives in
Tokyo, the revamped TOEI Kyoto Studio
Park in Kyoto, Karuizawa T-SITE in Nagano,
and the restoration of Shuri Castle in
Okinawa are likely to draw both domestic
and international visitor interest to their
respective regions, further supporting
Japan’s overall tourism growth.

While political tensions between Japan
and China initially raised concerns over
Chinese inbound tourism, the impact from
individual travellers from China remains
minimal. Furthermore, increasing inbound
demand from other global regions has
further mitigated any potential downside
to the hotel sector. Hotels that cater to a
diversified international customer base
should therefore continue to perform well.
Additionally, Japan remains a highly popular
destination, supported by affordable prices
and a wide range of unique cultural offerings
and modern attractions. Overall, Japan’s
hotel sector is expected to experience
continued growth in 2026, albeit at a more
moderate pace.
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