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Deloitte Access Economics’ Tourism and Hotel 
Market Outlook – Q2 2012 reports on the 
performance of Australia’s tourism and hotel 
accommodation sector, based on data published 
by the Australian Bureau of Statistics (ABS) and 
extrapolated through information from Tourism 
Research Australia and other sources.

Forecasts to year-end 2014 are presented, based 
on forecasts generated from our in-house tourism 
forecasting model and hotel accommodation 
sector model. These forecasts draw on 
Deloitte Access Economics’ macroeconomic 
forecasts, as reported in our quarterly 
Business Outlook publication. 

1.1 The macroeconomic context

Weakness in developed economies is expected to 
continue in 2012, with ongoing challenges facing the 
Eurozone. The modest signs of economic recovery 
throughout Europe have dissipated, with data from the 
United Kingdom confirming a double dip recession. 
Growth in emerging Asian economies is also easing, 
however recent data shows the US recovery is now 
more evident. At the same time, growth expectations 
in several of Australia’s major tourism source markets, 
including New Zealand, China and Japan have been 
downgraded marginally and this will flow through to 
visitor arrivals from these countries.

On the domestic front, Australia’s economy continues 
to show varied performance across both industries 
and geographic regions. Growth remains strong 
in the mining sector, while weak retail conditions 
remain. Non mining export and import-competing 
industries, such as manufacturing, are also weighing 
on the economy’s broader economic performance. 
Accordingly, as has been the trend for some time, 
states with large shares of mining activity such as 
Queensland and Western Australia continue to perform 
strongly, while others are struggling. Growth in the 
Tasmanian economy is stagnant, with slow population 
growth, an acceleration in retirements and weaknesses 
in traditional sectors presenting a number of 
compounding challenges. At the same time, growth in 
manufacturing, agriculture and the international 
education sector in Victoria is being dampened by the 
ongoing strength of the Australian dollar.

Notwithstanding these divergences, 
Australia’s economic growth is forecast to be stronger 
over coming years than the results posted for 2011. 
The nation’s GDP is projected to expand by 3.3% in 
2012, with a similar rate of growth (3.4%) expected for 
both 2013 and 2014. After recent weak results, inflation 
is forecast to remain broadly within the RBA’s 2-3% 
target range throughout the forecast period. After the 
50 basis point cut at the Bank’s May Board meeting, 
interest rates are expected to be relatively steady 
through the remainder of the forecast period. 

The domestic economy is expected to grow more 
strongly than many of Australia’s traditional tourism 
source markets. The Eurozone is expected to contract 
0.3% over 2012, while growth in Japan is forecast 
at 1.8% and growth in south east Asia at 4.8%. 
China, on the other hand, is forecast to continue 
growing at a rapid pace (in excess of 8% annually) 
as is India and north east Asia (excluding Japan). 
While China’s economic growth forecast remains rapid, 
it been revised down marginally since our Q1 forecasts. 

Exchange rates

The recent strength of the Australian dollar, which has 
seen the currency reach its highest level since floating in 
1983, has been largely driven by demand for Australian 
commodities in expanding Asian economies. While this 
has led to strong growth in the nation’s terms of trade 
and export earnings in directly affected sectors, it has 
presented challenges for other export (and import-
competing) industries, such as tourism. 

Expectations for the Australian dollar have been revised 
upwards since our last Tourism and Hotel Market 
Outlook, owing to upward revisions in commodity price 
expectations. While commodity prices are off their 
peaks, and the dollar is not expected to appreciate 
further, the expectation is that they won’t fall as 
quickly as previously anticipated. The Australian dollar is 
forecast to show similar strength against the currencies 
of most major tourism source markets.

As noted in the last Tourism and Hotel Market 
Outlook, the exchange rate has only a limited effect 
on international visitation to Australia, with growth 
in incomes the more significant long term driver. 
However, there is a stronger relationship between 
the value of the Australian currency and outbound 
travel by Australians. Our revised expectations for the 
Australian dollar therefore present challenges for the 
leisure tourism sector locally as Australians continue 
to capitalise on favourable conditions for international 
travel. At the same time, the downgrading of economic 
growth forecasts for several major international 
economies – compounded by the strength of the 
currency – will weigh on international visitor arrivals.

1 Background
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Investment conditions 

Consistent with patterns of growth across the economy 
more broadly, Australia’s investment performance 
is being driven primarily by mining activity and 
ongoing, significant expansion in the sector’s capacity. 
However, for commercial construction – including 
in the tourism industry – conditions are somewhat 
weaker. Factors such as soft job markets, rising office 
vacancy rates and depressed growth in retail turnover 
have seen a weak investment path for the commercial 
sector over the past year. The ‘definite’ pipeline in hotel 
development remains weak, with an 8% decline in 
value of committed hotel and resort projects over the 
past year. However, the value of those ‘in planning’ 
(i.e. those which may or may not go ahead) has 
improved 30% on December 2010, based on data 
collated for Deloitte Access Economics’ recently released 
Investment Monitor.

Access to finance for new tourism projects is likely 
to remain difficult. Relative rates of return on hotel 
developments have historically been low in Australia, 
and are most certainly low when compared with the 
rates of return currently being generated in other key 
sectors – notably mining, but also residential and other 
commercial. The challenges facing the tourism industry 
in this regard have been recognised by policymakers, 
with steps now being taken to actively encourage 
investment in the industry. On 2 May, the Federal 
Tourism Minister announced a plan to prepare an annual 
list of ‘investment ready’ tourism projects in order to 
encourage investment in hotels, especially in capital 
cities where returns are expected to be higher1.

Focus on...  
Cruise tourism: on the up and up 

While Australia’s tourism industry as a whole 
has been effectively stagnant since the onset of 
the GFC, cruise tourism has grown strongly over 
the last five years. 

Indeed, the cruise tourism sector has seen 
average annual growth in passenger days 
at port of 24% since 2005. This growth has 
centred predominantly around Sydney and 
Brisbane which, in light of their geographic 
advantages, now serve as the base city for a 
number of cruise ships. As result of an increase 
in Australian ship capacity, the sector is 
projected to grow at an annual rate of 32% to 
2013 and 7% per annum thereafter.

The total economic contribution of cruise 
tourism to the Australian economy in 2011 
is estimated at $830 million in value added 
terms and is forecast to grow to $2.28 billion 
by 2019-20 if passenger growth forecasts are 
achieved. This result would see cruise tourism’s 
share of the Australian economy double over 
the next decade.

However, a key risk to this growth outlook 
is the capacity of critical infrastructure. 
Docking spaces through the peak season in 
some Australian ports, particularly Sydney 
and Brisbane, are already near or at capacity. 
In Sydney the planned new port at White Bay 
poses challenges as larger boats will be unable 
to pass under the Harbour Bridge to dock 
there, while the Navy is no longer considering 
berthing requests at Garden Island beyond 
2013, posing potentially substantial constraints 
to the development of the sector.

Effectively addressing these challenges will 
be key to ensuring the continued growth 
of this important and growing part of the 
Australian tourism industry.

Growth in Australia’s tourism 
industry will be driven by the 
continued strength of mining-
related business travel and a 
robust outlook for international 
visitor arrivals – especially from 
emerging Asian economies

1 Austrade: New partnership 
targeting greater investment 
in Australia’s tourism 
product, 2 May 2012;  
The Canberra Times,  
2 May 2012
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2 The outlook for Australia’s tourism sector

Overview

Despite renewed uncertainty in Europe, the outlook 
for international visitor arrivals to Australia remains 
encouraging. At the same time, the downgrading of 
growth in key source markets – albeit marginal – means 
our Q2 forecasts remain largely on par with our Q1 
Outlook. That said, even if traditional source markets 
were to perform better than currently anticipated, 
strong income growth in emerging Asian economies 
will be the primary driver of growth in the Australian 
tourism industry over the coming years. 

On current trends, international visitor nights will 
overtake domestic visitor nights in 2018. As noted in our 
Q1 Outlook, these trends – together with the strength 
of the domestic business segment relative to leisure 
– are spurring divergences in growth across both the 
industry’s sub-sectors and across regions. Indeed since 
2000, the proportion of total visitor nights spent 
outside of capital city areas has fallen from 30% to 24% 
- a trend likely to accelerate given Chinese travellers’ 
overwhelming preference for capital cities. 

The overall change in balance between international 
and domestic tourism reflects a longer term structural 
shift in the Australian visitor economy, with the 
tourism sector becoming less orientated towards 
domestic travellers – especially domestic leisure 
travellers – and more reliant on international visitors. 
Since 2000, expenditure by international visitors has 
grown from 16% of total tourism expenditure to 24% 
- that is, by 45%. This trend is forecast to continue, 
with domestic tourism projected to be effectively flat 
over the outlook period while international visitor nights 
continue to grow at a steady pace.

 
Chart 2.1: Domestic and international visitor nights

Source: ABS OAD, Deloitte Access Economics

Domestic visitors

Domestic visitor trips reached a three-year high in 2011, 
with 71 million trips taken in total (growth of 3.5% 
on 2010). However while visitor numbers experienced 
a mild recovery, total visitor nights grew by less than 
half of this (1.4%), reflecting a fall in average length 
of stay from 3.8 nights in 2010 to 3.7 nights in 2011. 
Australians travelled more, but took shorter breaks. 

Forecasts for 2012 indicate a modest fall in the number 
of domestic trips taken (-0.9%). 2013 and 2014 are 
forecast to be effectively flat, with changes of 0.1% 
or less for both years (positive for 2013, negative 
for 2014). Growth in visitor nights is expected to be 
positive for both years, but only marginally higher than 
forecast growth in visitors, with changes in length of 
stay only marginal. Nevertheless, after a decade of 
decline, this stabilisation is an encouraging sign for the 
Australian visitor economy. 

However, Australians continue to travel overseas at 
unprecedented rates. Overseas trips by Australians 
hit fresh highs in 2011, with 7.7 million short-term 
outbound trips representing growth of more than 9% 
on 2010. As noted previously, the strong Australian 
dollar is an important catalyst for this preference for 
international travel by Australians. Our revised exchange 
rate forecasts mean that the domestic tourism industry 
will continue to face challenges from outbound activity. 
The increase in international aviation options, with the 
ongoing growth of low cost carriers such as Air Asia 
and anticipated launch of Singapore low cost carrier 
Scoot, while creating inbound opportunities, will further 
increase the price competitiveness of outbound travel 
for Australians.

International visitors

Much has been made of the fact that Australia’s 
economic fortunes rest on the performance of 
China (and, to a lesser extent, the other emerging 
Asian nations), with the mining boom driven heavily 
by Chinese demand for Australian raw materials. 
Equally, the fortunes of the Australian tourism industry 
rest heavily on the Chinese market. If forecasts of 
ongoing strong growth from the Chinese market are 
not realised, the international tourism market will be 
close to stagnant.
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Overall, international visitor nights are expected to 
continue to grow solidly through to 2014, albeit at a 
slower pace than the previous decade. Visitor nights are 
projected to increase by an average annual rate of 3.8% 
between 2011 and 2014 – lower than the 4.1% average 
annual growth experienced over the last decade. This is 
effectively on par with our Q1 Outlook and comparable 
with forecasts of the Tourism Forecasting Committee’s 
most recent forecast update2. 

The main driver of this growth remains China. 
Chinese visitors have grown from 2.4% of visitors in 
2000 to be 6.4% of total visitors to Australia in 2011 
and are forecast to grow to 13.3% of the market by 
2014. Chinese visitors also have a longer than average 
length of stay in Australia (50 nights compared with 
36 nights across all international visitors, although this 
includes some students with a very long stay) and per 
night expenditure in Australia ($106 compared with 
$88). The value of each Chinese visitor to Australia 
is expected to increase over the next three years, 
with Chinese visitors accounting for 15.2% of growth 
in visitor numbers; 15.5% of growth in visitor nights; 
and 30% of growth in tourism expenditure.

Chart 2 highlights the importance of the Chinese 
(and, to a lesser extent, Indian) market in driving overall 
growth in visitation to Australia, with rapid growth 
over the past five years as traditional markets stalled or, 
in the case of Japan, declined in total share. The Indian 
forecast shows traits of the Chinese growth seen last 
decade, albeit at a more moderate level. Visitor numbers 
are forecast to grow at an average annual rate of 
7.4%, with visitor nights increasing 6.7% annually. 
Visitor numbers from China are forecast to increase by 
5.8% annually over the next three years, with nights 
increasing by 4.4%. Growth from the United Kingdom 
is next strongest, at 3.3% annually for visitors and 3.2% 
for visitor nights, which would see visitation from the 
United Kingdom reach pre-GFC levels by 2014.

New Zealand and Japan are forecast to show only very 
mild growth, with New Zealand visitors increasing by 
1.3% annually and nights by 1.0%. Japanese visitors 
are forecast to grow 1.3% annually and nights 1.4%, 
however growth in Japanese visitation is only forecast 
to occur in 2012, with small declines in 2013 and 2014 
showing a return to the long-term trend. Visitor nights 
and numbers from Japan are forecast to end 2014 more 
than 10% down on pre-GFC levels.

 
Chart 2.2: International visitors by country

* Year to September quarter

Source: ABS OAD, Deloitte Access Economics 

 
Chart 2.3 shows the path of international visitors to 
Australia by major geographic regions. This reinforces 
the fact that traditional markets – namely Europe and 
the Pacific Rim (which includes the USA, and major 
markets New Zealand and Japan) – have been stagnant 
for nearly half a decade, with future growth from these 
source markets expected to be modest.

The main driver of this growth remains China. 
Chinese visitors to Australia are forecast to grow 
to 13.3% of the market by 2014

2 Tourism Forecasting 
Committee, Forecast 2012 
Issue 1, Note: TFC forecasts 
are for FY



6

Conversely, growth from Asian markets has been rapid 
in recent years, with around 50% growth between 
2006 and 2011. This growth has been substantially 
driven by growth from China and, to a lesser extent 
India, which represent the key opportunity markets for 
the Australian tourism industry. Growth from Asia as a 
whole is forecast to increase by an annual rate of 4.7% 
over 2012-2014.

Even where China and India are excluded, growth 
in visitation from Asia substantially outpaces the 
more traditional source markets and indeed is 
forecast to accelerate, with other emerging markets 
including Malaysia and Indonesia driving this growth. 
Forecast growth from Asia when China and India 
are excluded is 3.8% annually, only marginally below 
the outcome when these two major economies 
are included. 

Chart 2.3: International visitors by major region

Source: ABS OAD, Deloitte Access Economics 

 
This market now accounts for a larger number of 
international visitor nights to Australia than Europe 
or the Pacific Rim, with 61.5 million visitor nights to 
Australia in 2011 coming from Asia excluding China and 
India (or 105 million nights when included) compared to 
56 million nights from Europe and 40 million from the 
Pacific Rim. This gap is forecast to increase out to 2014, 
with Asia as a whole forecast to grow from 50% to 
53% of all visitor nights over the next three years.

Just as the composition of visitors by country of origin 
has shifted in recent years, there have been changes in 
the shares of visitors by purpose of trip to Australia (0).
Business travellers have grown as a share of the total 
Australian market, as have those visiting for education 
purposes. However the visiting friends and relatives 
category has shown the largest proportional increase, 
rising from 20% of visitors in 2000 to 25% by 2011. 

Traditional holidaymakers, conversely, have declined as 
a share of the total, falling from 55% of total visitors 
in 2000 to 44% in 2011. This decline accelerated over 
2008-2010, with lower discretionary incomes globally 
seeing fewer leisure visitors, particularly from long-haul 
origins such as Europe.

The share of holidaymakers is forecast to regain some 
of the lost ground over the outlook period, although 
they are expected to remain below half of all visitors 
until the end of the decade. While these visitors 
are typically lower yielding than business travellers 
(in per-night terms), they stay for longer (27 nights 
on average in 2011, compared with just 15 nights 
for business travellers) and visit a larger number of 
destinations, aiding the dispersion of the tourism dollar. 
Nearly two-thirds of business travellers visit just one 
region of Australia compared with 45% of holiday 
visitors, while 26% of holiday travellers visit more than 
four regions. 

Chart 2.4: International visitors by purpose of trip,  
by share of total visitors

Source: IVS, Deloitte Access Economics estimates

China and India represent the key opportunity markets for 
the Australian tourism industry; substantially outpacing the 
more traditional source markets. Other emerging markets 
including Malaysia and Indonesia are also feeling this growth



7

Tourism and Hotel Market Outlook Q2/2012 

3 Hotel outlook

Australia

Chart 3.1: Hotel outlook, Australia

 
Source: ABS Small Area Accommodation data; STR Global;  
Deloitte Access Economics 

 
Consistent with the expected growth in international 
visitors, the strength of the domestic business segment 
and the weak investment pipeline, room occupancy 
rates are forecast to grow steadily, increasing 
from 65% to 68% by end-2014. As noted in our 
Q1Outlook, this level represents the highest rate seen 
in decades: occupancy rates have not been higher 
since data was consistently and comprehensively 
compiled. While demand, particularly in capital 
cities, has continued to grow strongly, the stock of 
rooms (room nights available) has grown just 2.8% 
over the last four years. Looking forward, growth in 
demand is projected to continue to outstrip growth 
in supply, with room nights sold growing at a rate of 
2.3% per annum and room nights available by just 
0.7% per annum. 

The divergence across regional areas versus capital 
cities also continues, including over the outlook period, 
with occupancy rates forecast to hit 60% in regional 
Australia, compared with 80% in many of the mainland 
capital cities. This reflects, among other things, 
the continued shift in the nature of the visitor economy, 
with international travellers and the business segment 
becoming more prominent. 

Projected average yield per room (Revenue Per 
Available Room - RevPAR) is forecast to increase by 
an average annual rate of 5.5% over the next three 
years, reaching $110 by the December 2014 quarter – 
unchanged from our Q1 forecast. Average room rates 
are forecast to increase to $163 by the end of 2014, 
growing at an average annual rate of 4.1%. While this 
average is reflected across most of the larger capital 
cities, there are pockets of slower and considerably 
faster growth. Notably, room rates are projected to 
grow at triple this pace, reaching the highest levels 
nationally, by 2014.

Sydney

Occupancy rates in Sydney remain the highest in 
Australia, despite the strength of conditions in Perth 
(including the spike in occupancies generated by the 
recent Commonwealth Heads of Government Meeting 
(CHOGM)). This trend is projected to continue over 
the outlook period, although our forecast increases in 
occupancy rates in Sydney are more modest than in 
other markets, growing just 2% over the forecast period 
to 88% at the end-2014. Nevertheless, an average 
occupancy rate of this level reflects the reality that the 
Sydney CBD is at, or close to, capacity several nights a 
week – especially around major events and periods of 
peak business travel. 

While some additional capacity is expected to come 
online in Sydney over the forecast period – including the 
Barangaroo South and Sydney Airport Rydges 
developments – this will be insufficient to keep pace 
with demand. Such rapid absorption of new capacity 
indicates a need for further developments in Sydney, 
however planning hurdles, access to finance and 
challenges in finding suitable space within the CBD are 
likely to continue to constrain the rate of development. 
Over the longer term, the recently announced Darling 
Harbour redevelopment will provide opportunity for 
additional capacity in and beyond 2016.

Chart 3.2: Hotel outlook, Sydney

Source: ABS Small Area Accommodation data; STR Global; Deloitte 
Access Economics 

Forecast growth in RevPAR has moderated marginally 
since our previous forecast, with average annual growth 
of 4.7% forecast over the next three years. Room rates 
are expected to grow by 3.9% annually, increasing to 
$210 by the end of 2014. While the additional capacity 
from new developments will be substantially absorbed 
by growth in underlying demand, the increased 
competition provided to current hotels in Sydney will aid 
in constraining growth in room tariffs.
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Melbourne

Chart 3.3: Hotel outlook, Melbourne

Source: ABS Small Area Accommodation data; STR Global;  
Deloitte Access Economics 

 
Consistent with our Q1 forecasts, the Melbourne market 
is expected to be weaker than many others in Australia, 
with the overall weakness of Victoria’s economy flowing 
through to the hotel sector. Softening economic 
conditions mean forecast growth in room rates 
continues to moderate, with three-year forecast average 
annual growth in room rates of 4.3% - still higher than 
the national average. 

While growth in room rates is forecast to remain 
relatively weaker, especially later in the forecast period, 
occupancy rates are forecast to grow strongly over the 
outlook. The occupancy rate is forecast to grow by 6% 
over the forecast period, reaching 85% by the end of 
2014, similar to present-day levels in Sydney and Perth 
and an upward revision from our Q1 forecast.

Brisbane

The Brisbane market will see a significant hotel 
development open in 2014, with a drop in occupancy 
rates late in the outlook period anticipated as a result. 
Occupancy rates are forecast to be broadly flat over 
the next three years, with the end 2014 result just 1% 
higher than the end 2011 figure. 

Nonetheless, with Brisbane continuing to see upside 
from Queensland’s resource-related activity, room rates 
are projected to grow strongly. Indeed, the Brisbane 
market is expected to see 7.5% average annual growth 
in room rates over the next three years – growing from 
$170 at the end of 2011 to $208 by end 2014 – and this 
growth is expected to underpin solid growth in RevPAR 
over the period, with forecast average annual gains of 
7.8% - an upward revision of around 1% from our Q1 
forecast. Given the additions to supply toward the end 
of the outlook period, our longer term forecast is for a 
moderation in room rate and yield growth. 

Chart 3.4: Hotel outlook, Brisbane

Source: ABS Small Area Accommodation data; STR Global;  
Deloitte Access Economics

Perth

Perth has benefited for some time from relatively high 
occupancy rates generated by Western Australia’s 
resources boom. A look at airport check-in counters and 
lounges is all that is needed to see the underlying drivers 
of the activity in the State’s tourism sector. The final 
quarter of 2011 saw an all-time high in occupancy rates 
(85%) as CHOGM visitors generated an artificial spike in 
room nights occupied. 

Room rates in Perth are forecast to become the highest 
in Australia by the September quarter of 2012 – a fact 
weighing increasingly on leisure visitation to the 
state (especially when the broader costs of travel are 
considered). Ongoing demand from the resilient business 
market is forecast to prevent occupancy rates from falling 
far below this peak, with a bottom of 85% reached in 
late 2012 as the Frasers Suites development is expected 
to open. A return to strong growth is then expected, 
with occupancy rates reaching 89% by the end of the 
forecast period.

The changing composition of 
Australia’s visitor economy is 
increasingly concentrating the 
tourism dollar in the nation’s 
capital cities



9

Tourism and Hotel Market Outlook Q2/2012 

Chart 3.5: Hotel outlook, Perth

Source: ABS Small Area Accommodation data; STR Global;  
Deloitte Access Economics

The nature and timing of business travel – with business 
travellers staying in upmarket hotels during the week 
before returning home at weekends – means hotel 
demand in Perth shows a high degree of intra-week 
fluctuation. During the week, business travellers will pay 
a premium to secure a room when availability is low, 
however at weekends occupancy rates are much lower. 
The strength of this mid-week demand is forecast to 
continue to drive room rates higher, even as occupancy 
rates ease. Room rates are forecast to reach $249 by the 
end of the forecast period, an average annual increase 
of 14% - some three times the national average. At the 
same time, RevPAR is expected to grow 16% per annum 
through the forecast period.

Adelaide

Chart 3.6: Hotel outlook, Adelaide

Source: ABS Small Area Accommodation data; STR Global;  
Deloitte Access Economics 

Room occupancy rates in Adelaide are forecast to be 
flat over the next three years, gaining only 1% over the 
forecast period. 

Following several years of stagnant growth, room rates 
are expected to increase modestly over the forecast 
horizon, increasing to $159 (3.7% annually) between the 
end of 2011 and December quarter 2014. 

This growth remains slower than that seen in other 
mainland capitals, with Adelaide room rates falling 
behind Darwin over the forecast period. Growth in 
RevPAR is forecast to be stronger, due in large part to 
the increased occupancy rates, rising 4.1% annually 
to 2014. 

A large number of proposed developments are on the 
cards for Adelaide in the coming years. However at 
this point in time the development at 122 Grenfell 
Street remains the only confirmed and in progress 
development, expected to open in late 2013. Given the 
uncertainty about whether the other proposed 
developments proceed and the timing of their opening, 
there may be additional capacity in Adelaide within 
the forecast period that is not accounted for in these 
forecasts, with downside potential for occupancy rates 
flowing from this. 

Canberra

Chart 3.7: Hotel outlook, Canberra

Source: ABS Small Area Accommodation data; STR Global; Deloitte 
Access Economics 

The previously forecast softening of occupancy rates in 
Canberra over 2012 is no longer anticipated, with the 
closure of the Marque Hotel in November 2011 taking 
some capacity out of the market. Occupancy rates are 
now forecast to be flat for the first three quarters of 
2012, before increasing at a steady pace over the rest of 
the forecast period, rising from 73% at the end of 2011 
to 79% by the end of 2014. 

The Canberra market faces an unusual pattern 
of demand, with occupancy rates spiking during 
parliamentary sitting weeks and reaching lows at what 
are peak holidaymaker periods. As with other regions, 
the Canberra results do not mean that, on average, 
four in every five hotel rooms are sold each night. 
Rather, during these peak periods occupancy rates are 
near or at 100% (with corresponding peaks in room 
rates), while in low season occupancy rates in Canberra 
can be as much as 20% below the seasonally adjusted 
result. This imbalance in activity may make the Canberra 
results susceptible to variable factors such as the 
parliamentary schedule for the year.
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Room rates in Canberra are forecast to increase by 
an average annual 5.2% over the forecast period, 
reaching $185 by the end of 2014. This, combined 
with the increase in occupancy rates, sees a strong 
growth in yields over the forecast period, with RevPAR 
projected to grow 8.2% on an average annual basis 
over three years.

Darwin

Chart 3.8: Hotel outlook, Darwin

Source: ABS Small Area Accommodation data; STR Global; Deloitte 
Access Economics 

The last quarter of 2011 saw Darwin move into 
the annual low ‘wet’ season, with a typically large 
downturn in unadjusted quarterly occupancy rates. 
The ongoing challenge of generating a sufficient return 
on investment means no future developments are 
currently planned or anticipated in Darwin. 

Even after adjusting the figures for seasonality, at 
71%, Darwin’s hotels have the lowest occupancy rates 
of any capital city. Driven heavily by mining activity 
in the Northern Territory, Darwin’s occupancy rate 
is forecast to increase strongly over the next three 
years, reaching 78% by the end of 2014. This growth 
in occupancy rate would see Darwin occupancy 
rates surpass those of Hobart by the final quarter of 
2012. Combined with an increase in room rates of 
5.9% per annum over the next three years, yields 
in Darwin are forecast to increase significantly, 
overtaking Adelaide and reaching $131 by end-2014.

Gold Coast

Hotel performance on the Gold Coast has been weaker 
than other destinations covered in this report for some 
time. The region receives its visitors predominantly from 
New Zealand and Europe, meaning it has suffered on 
the back of the poor performance of these markets. 
At the same time, the current travel preferences of Asian 
travellers mean that the Gold Coast is not benefiting 
from these emerging markets in the way that the 
capital cities are. However, over the coming years the 
Gold Coast is forecast to see an uptick in performance, 
with occupancy rates growing faster than over the past 
five years.

Chart 3.9: Hotel outlook, Gold Coast

Source: ABS Small Area Accommodation data; STR Global; Deloitte 
Access Economics

Indeed, room occupancy rates are projected to increase 
from 66% in the final quarter of 2011 to 69% by end 
2014. This improvement to occupancy rates is driven 
in part by the modest growth in room rates which are 
expected to only grow roughly in line with inflation 
over the next three years. The supply of rooms on 
the Gold Coast is forecast to decline over the next 
three years. 

Yields for the Gold Coast hotel sector are expected to 
grow moderately, increasing by 5.2% per annum over 
the next three years to a RevPAR of $100 by the end of 
2014. This is lower than the capital cities, but broadly in 
line with the overall experience in Australia, where non-
capital destinations have lower occupancy rates and 
yields than the major cities.

Tropical North Queensland

The Tropical North Queensland (TNQ) region has faced 
a wide range of headwinds over recent years, from the 
significant decline in the key Japanese market through 
to the ongoing impacts of natural disasters. While the 
occupancy rate of 57% for the last quarter of 2011 
represents a three-year high, it remains 6% shy of the 
2006 peak.

Chart 3.10: Hotel outlook, Tropical North Queensland

Source: ABS Small Area Accommodation data; STR Global; Deloitte 
Access Economics
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Our forecasts suggest strong recovery in occupancy 
rates, growing by almost 9% over the next three years. 
TNQ witnessed a decline in room availability over 2011 
and is likely to remain stagnant throughout the forecast 
period, with no new capacity anticipated over the 
next three years. However, even the strong growth in 
occupancy rates forecast over the next three years will 
only see TNQ reach average occupancy of around 67% 
in Q4 2014 – still some 2% behind the Gold Coast, and 
much further behind the capital cities.

Much lower room rates than seen elsewhere in Australia 
are helping to drive this increase in occupancy rates. 
TNQ is forecast to see average annual growth in room 
rates of 5.1% over the next three years, reaching $134 
by the end of the forecast period. This rate is broadly 
on par with that currently seen on the Gold Coast 
and is lower than even the regional Australia average 
(i.e. excluding major cities, Gold Coast and TNQ) 
for 2014. RevPAR for TNQ is forecast to increase by an 
annual average rate of 12.4% over the period 2012-
14, however this is, again, off a very low base. By the 
end of 2014 yield for the TNQ region is still just $91, 
which is the lowest yield among the regions reported in 
this Outlook.

Deloitte is recognised as one of the leading 
global advisers to the Tourism, Hospitality 
& Leisure industry, with a practice of more 
than 2000 professionals. In Australia, our 
multidisciplinary group of industry specialists 
have a deep knowledge of the market issues 
and business challenges faced by the industry.

Your industry, our expertise

Our dedicated practice provides a wide 
range of services to financiers, property 
owners, investment fund managers, private 
investors, developers, operators, government 
departments, professional and business groups 
and tourism intermediaries.

We offer a full range of services to address 
key industry issues associated with economic 
conditions, regulatory change, competition, 
emerging market sectors, technological 
advancements, mergers & acquisitions, and 
changing needs of investors.

Deloitte Access Economics specialises in 
providing economic modelling and public policy 
advice to the tourism industry, with extensive 
experience in forecasting and projections, 
econometric analysis, economic impact studies 
across both government and the private sector.

To subscribe to Deloitte Access Economics 
publications visit www.deloitte.com.au/economics

Deloitte is recognised as one of 
the leading global advisers to the 
Tourism, Hospitality & Leisure 
industry, with a practice of more 
than 2000 professionals
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Contact us 

For further information on how we can support your business needs, please contact one of our Tourism, Hospitality & Leisure specialists:

Australia/NSW 
Ian Breedon
+61 2 9322 5888
ibreedon@deloitte.com.au
 
Northern Territory 
Mark Rowberry
+61 8 8980 6225
mrowberry@deloitte.com.au
 
Queensland 
Martin Leech
+61 7 3308 7245
mleech@deloitte.com.au

Co-contributor (Hotels) 
Rutger Smits, AHS Advisory
+61 414 414 513
rutger@ahsadvisory.com

South Australia 
Alyson Trottman
+61 8 8407 7259
atrottman@deloitte.com.au

Victoria 
Andrew Bethune
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abethune@deloitte.com.au 

Western Australia 
Gary Doran
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gdoran@deloitte.com.au

Assurance & Advisory 
Stephen Holdstock
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sholdstock@deloitte.com.au

Consulting 
Steve Hussenet
+61 8 8407 7629
shussenet@deloitte.com.au

Corporate Finance 
Andrew Jones
+61 2 9322 5917
andrjones@deloitte.com.au
 
Corporate Reorganisation 
John Greig
+61 7 3308 7108
jgreig@deloitte.com.au
 

Deloitte Access Economics 
Lachlan Smirl
+61 2 6175 2000
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Deloitte Private 
Weng Ching
+61 2 9322 3513
wengching@deloitte.com.au

Tax 
Max Persson
+61 2 9322 7538
mpersson@deloitte.com.au
 
Sustainability 
Shauna Coffey
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shacoffey@deloitte.com.au
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