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Introduction
Australia is firmly established as a top global destination and 
a mature hotel market in Asia Pacific. Despite the challenging 
environment and ongoing headwinds derived from the 
COVID-19 pandemic, the country is well positioned in its 
recovery. 

Over the first half of 2022, Australia has seen a strong levels of 
domestic leisure demand as well as a positive rebound in the 
corporate and MICE segments. The ongoing recovery will be 
further driven by the emerging return of international visitation, 
which is expected to support the growth of Australia’s diverse 
city and regional hotel markets. 

As witnessed over the course of 2022 so far, the following five 
themes are likely to continue to shape the market in the short 
to medium term:

Tourism surges upon border re-openings

Australia’s largest new supply cycle 
nearing its end

Attractive debt facilities are harder to 
bank on

ADR growth is driving the trading recovery

Investor appetite is strong, but selective
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Over the decade leading up to the pandemic (2009 to 
2019), annual international visitor arrivals into Australia 
increased 73%. Overseas arrivals peaked in 2019, 
totalling 21.4 million (circa 1.8 million per month). Over 
the same period, domestic visitor arrivals increased 
23%, to reach a peak of 60.9 million in 2019 (circa 5.8 
million per month). Australia was no exception to the 
global downturn caused the COVID-19 pandemic. As 
borders closed and lockdowns were implemented, 
traveller movements came to a halt, severely 
impacting hotel markets across the country.

Domestic travel within Australia showed strong signs of 
recovery over the first half of 2021, prior to the Omicron 
variant and its related lockdowns. This rebound in 
interstate travel has picked up again strongly over 
the first half of 2022, with monthly domestic arrivals 
moving back towards pre-COVID levels. Australia also 
reopened its international borders on 21 February 
2022 to appropriately vaccinated visa holders and has 
since seen a steady recovery in international arrivals, 
with confidence returning to cross-border travel. This 
growing demand for outbound international travel has 
resulted in a number of airlines increasing capacity 
and flight routes.  

Figure 1  Australian visitation (monthly)
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Tourism surges upon border 
re-openings1 As at May 2022, Australia’s two busiest airports, 

Sydney and Melbourne, have seen a recovery in total 
passenger traffic of 69% and 73%, respectively of 
pre-COVID levels. This has been a similar trend across 
the country, with most airports forecasting a peak 
in passenger traffic numbers over the July school 
holidays.  In addition, statistics released by Tourism 
Research Australia (TRA) saw Australia’s domestic 
overnight spend for April 2022 reach $10.1 billion, 
significantly surpassing April 2019 totals (up 31%), 
despite overnight trips being slightly down on pre-
COVID levels (-4%). The strongest spend results over 
the month were recorded in ACT (up 65%), Queensland 
(up 56%) and Tasmania (up 49%) and highlights the 
pent-up spending demand and increased levels of 
disposable income over the past two years.

Prior to the pandemic (2019), Australia’s top five source 
markets of international visitation made up 52% of 
total overseas arrivals as per the ABS. These were China 
(15.2%), New Zealand (15.1%), USA (8.6%), UK (7.6%) 

and Japan (5.3%). Currently as at YTD April 2022, the 
top five source markets of international visitation into 
Australia were the UK (15.0%), New Zealand (12.3%), 
India (11.3%), USA (7.8%) and Singapore (7.8%), clearly 
shifted and impacted by some countries ongoing 
COVID protocols (e.g China, Hong Kong, Japan).

Despite ongoing headwinds such as increasing fuel 
and travel prices, geopolitical threats, and ongoing 
impacts of COVID-19, we anticipate a strong recovery 
in visitation over the short-to-medium term. Especially 
given current pent-up demand to travel domestically 
and even more so, internationally.

Mask restrictions also continue to ease, with most 
airports in Australia removing mask mandates within 
terminals, in line with state requirements. In addition, 
Qantas recently announced it would no longer require 
passengers to wear masks on certain outbound 
international flights. These rapidly changing conditions 
are anticipated to support rebounding demand of both 
business and leisure travel.
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Following the reopening of international borders and an increase in the desire to travel more generally, the first half 
of 2022 saw Australia’s post pandemic recovery in full flight with most gateway city markets experiencing a steady 
rebound in room night demand.
The initial recovery has been largely reliant on domestic leisure in most markets, with an increasing emergence in 
corporate and MICE business returning and supporting the recovery. 
Most notable, the Average Daily Rate (ADR) recovery has been very strong, with all major city markets ADR’s (YTD 
June) currently sitting above pre-COVID levels (YTD June 2019). There are a number of factors contributing to this, 
two being the enhanced overall product offering as a result of the new supply wave , as well as hotels’ ability to re-
balance their business mix and/or rate structure.
Resultantly, RevPAR is showing strong signs of recovery across the board, currently led by markets benefitting most 
from leisure demand. These included Gold Coast, Brisbane, Hobart and Cairns, which have already seen RevPAR 
recover to their respective pre-COVID levels (YTD June 2019). RevPAR in Australia’s two largest markets by room 
count, Sydney and Melbourne, are expected to take longer to recover, given the strong reliance on corporate/MICE 
and international demand, which is likely to take longer to normalise. Additionally, these two markets have also 
seen increased levels of new supply, which is anticipated to place downward pressure on occupancy rates and 
moderate trading performance.

Figure 2  YTD RevPAR recovery of key Australian markets

ADR growth is driving the 
trading recovery2

Over the first half of the year, Australia has already played host to a number of global and regional events, including 
the Australian Open Tennis, F1 Australian Grand Prix, Vivid Sydney, as well as seeing sporting stadiums return to 
full capacity. These major events have all seen significant rebounds in visitor numbers, including record breaking 
attendance levels at the F1 and Vivid. As a result, the respective markets saw a peak rebound in occupancy and 
ADR’s over these periods, on the back of this increased international and interstate leisure demand.
We expect trading performance to continue to recover across the board over the remainder of the year and into 
2023, despite current headwinds (e.g. labour shortages, inflationary pressures, etc.). Most markets are anticipated to 
see the recovery in RevPAR continue to be led by an increase in ADR’s, with occupancy growth being slower.

Source: JLL, STR

The average daily rate (ADR) recovery 
has been very strong, with all major city 

markets ADR’s currently sitting above 
pre-COVID levels.
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Australia’s hotel landscape is currently expanding, with several markets having or set to absorb significant increases 
in new supply. Over the first half of 2022, there have been a range of new assets open in key markets across the 
country, as well as a handful of refurbishments, rebrandings and asset repositionings.  
The majority of new openings have been situated in Melbourne (now Australia’s largest hotel market), with the 
market recording a large supply wave of new rooms coming online since the onset of the pandemic. Over 2021, 
2,047 rooms (9.1% of total stock) entered the market to take the average total inventory to 22,401, followed by the 
opening of five projects over 1H 2022 adding a further 1,311 rooms (5.9% of total stock). New 2022 openings include; 
Holiday Inn Express Little Collins Street, Oakwood Premier Melbourne, Courtyard by Marriot West Melbourne, AC by 
Marriott Melbourne Southbank and Voco Melbourne Central. 
A number of other noteworthy supply additions have come online across the country over the first half, including 
the Ace Hotel (257 rooms) in Sydney, the re-positioning of the Voco Brisbane City Centre (194 rooms) in Brisbane, 
and The Langham Jewel Towers (169 rooms) on the Gold Coast.
Whilst the new supply wave has greatly enhanced overall product offerings, it has also placed significant pressure 
on several existing older assets, leading owners to assess the ongoing viability of their hotel operations. Hotels with 
a higher and better use will continue to come out of the market, just as we’ve seen with the likes of Vibe Rushcutters 
Bay in Sydney, Hotel Lindrum and Bayview on the Park in Melbourne, and the Hamilton Motor Inn in Brisbane.

Figure 3  Australian city markets existing supply and pipeline
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Australia’s largest new supply cycle 
nearing its end3

Source: JLL, STR

Future supply is predominately situated within the three eastern seaboard city markets. Most projects currently 
under construction commenced prior to the pandemic, largely on the back of favourable market conditions. Of 
these, many have experiencing construction setbacks and delayed openings. Melbourne has the largest pipeline 
nationally, with 2,505 rooms under construction, set to add 11.2% of total room stock, followed by Sydney with 
1,639 rooms (7.6% of total stock). Brisbane has 1,368 rooms (10.2% of total stock) currently underway, albeit most 
of these new rooms are contained within the Queens Wharf development, which will be a demand generator in its 
own right and is expected to have a positive overall ripple effect on the city.
It is expected that development activity will remain constrained over the short to near term, on the back of 
feasibility challenges led by general uncertainty, increased delays and circumstances associated to increasing 
construction costs, interest rates and  the availability of development finance. 

Whilst the new supply wave has greatly enhanced overall 
product offerings, it has also placed significant pressure on 
several existing older assets, leading owners to assess the 

ongoing viability of their hotel operations.
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4
Australia recorded a significant AUD 2.52 billion of total hotel investment volume in 2021, which was a significant 
y-o-y increase (251%) and the largest investment result since 2016 ($2.53 billion). This figure was driven by several 
landmark or one-in-a-cycle transactions such as the Travelodge Portfolio for $620 million, Sofitel Wentworth for 
$315 million and Primus Sydney for $131.5 million. Moving into 2022, deal volumes were relatively subdued in the 
first half, with only ~$220 million of transactions settling. We note however, in a strong sign of investor confidence, 
the Hilton Sydney settled at the beginning of August for a record-breaking $530 million and there is ~$500 million of 
deals that have exchanged (or close to being), bringing total hotel investment volumes to around $1.25 billion. 
So far this year, and unlike last year, there has been limited on-market opportunities of large-scale investment grade 
product, and only one trophy offering, being the Hilton Sydney. Notably, of the large assets that have been put to 
market, several offered a lack of any great upside potential outside of organic market growth, and consequently 
were priced below vendor expectations and didn’t transact, as is becoming a trend in most markets nationally.

Figure 4  Australian Hotel Investment Volumes (AUD)
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Investor appetite is strong, 
but selective

Transaction activity this year has been most active in the mid-markets space, with investors strongly targeting both 
regional locations and assets with value-add potential (e.g. redevelopment or conversion opportunities). These 
transactions have also typically been priced below AUD 40 million and are for smaller (<100 room) hotels, motels 
and caravan parks.
Of the 22 settled and exchanged transactions over the first half, the top five deals made up 78% of total transaction 
volumes, led by Hilton Sydney and followed by Rydges North Sydney, Noah’s Backpackers Bondi Beach and Hotel 
Lindrum. On a state level, New South Wales has seen the majority of investment activity accounting for 80% of 
settled and exchanged transaction volumes, followed by Victoria (14%) and Queensland (4%).
We anticipate the capital market to remain active over the short term, as investors remain readily eager to deploy 
capital into Australia, albeit with a concentrated focus on trophy like assets and those with significant upside 
potential. Transaction volumes are projected to reach in excess of AUD 1.5 billion for the full year, despite increasing 
challenges surrounding investment underwriting.

Source: JLL, *Settled & exchanged transactions

Figure 5  2022 Transaction Volumes by State
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“Investors remain eager to deploy capital into Australia, albeit 
with a concentrated focus on trophy-like assets and those with 

significant upside potential”

Hilton Sydney
Sydney, NSW
Sale Price: $530m | Seller: Bright Ruby Resources | $ / room: $903,000

Hotel Lindrum
Melbourne, NSW
Sale Price: ~$50m | Seller: TMG Developments | $ / room: ~$847,500

Collendina Caravan Park
Ocean Grove, VIC
Sale Price: Confidential | Buyer: Hampshire Property | $ / room: N/A

Sunshine Tower Hotel
Cairns, QLD
Sale Price: $10.7m | Seller: Barakat Developments | $ / room: $175,410

Hamilton Motor Inn
Hamilton, QLD
Sale Price: $6m | Buyer: EPOCA Group | $ / room: $272,727

Eco Village Mission Beach
Mission Beach, QLD
Sale Price: $2.7m | Seller: Halpin Partners | $ / room: $150,000
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In a survey conducted by JLL in late 2021*, investors overwhelmingly indicated that their access to debt had 
deteriorated and their borrowing costs had increased. As we have moved through 2022 debt has become the key 
talking point, yet the market remains liquid, even if conditions have tightened. 

The Australian commercial real estate market is facing rising debt costs driven by the commencement of the 
global interest rate tightening cycle. There is a degree of uncertainty being priced into forward curves, as globally 
federal reserve banks are grappling with the orderly unwinding of an unprecedented amount of monetary stimulus 
combined with inflationary pressures. The forward curve may soften over coming months as inflation eases.

There remains a good amount of liquidity in real estate debt markets. Investors and lenders are balancing interest 
coverage ratios (ICR’s) and loan to values (LTV’s), as banks are looking to the forward curve to assess serviceability 
over the term of the proposed lend. There are a group of lenders who are active in the hospitality sector, understand 
the improving market dynamics and will consider flexibility around ICR covenants. ICR covenants for hotel debt 
deals vary by lender, however banks consider firmer covenants based on sponsor quality, business plan and overall 
LTV. 

The market pricing dynamic points to lower LTV’s to secure tighter pricing from commercial banks and ensure 
comfortable ICR margins, with the active lenders in the sector. 

*Global Hotels Investor Sentiment Survey was conducted prior to the widespread benchmark rate increases we have seen globally. 
The Australian Reserve Bank has since raised its cash rate by 50 basis points over the last three consecutive periods to sit at 1.85%. 

Attractive debt facilities are 
harder to bank on

Figure 6  Forward swaps curve as at 1 July 2022
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As we move through 2022, debt has become the key 
talking point, yet the market remains liquid, 

even if conditions have tightened.
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